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PROPOSED  REAUTHORIZATION  OF  THE  FOOD 

AND  AGRICULTURE  ACT  OF  1977 

(Food  Stamps) 


MONDAY,  MARCH  16,  1981 

U.S.  Senate, 
Committee  on  Agriculture,  Nutrition,  and  Forestry, 

Washington,  D.C. 
The  committee  met,  pursuant  to  notice,  at  9:12  a.m.,  in  room  324, 
Russell  Senate  Office  Building,  Hon.  Jesse  Helms  (chairman)  pre- 
siding. 
Present:  Senators  Helms,  Leahy,  Zorinsky,  and  Pryor. 
The  Chairman.  Senator  Leahy,  we  scarcely  have  a  quorum  this 
morning,  but  we  will  correct  that  as  the  morning  gets  along. 

Senator  Leahy.  Mr.  Chairman,  we  farmers  find  this  to  be  half- 
way through  the  day.  So  it  is  fine.  The  others  I  am  sure  will  be 
along. 

STATEMENT  OF  HON.  JESSE  HELMS,  A  U.S.  SENATOR  FROM 
NORTH  CAROLINA 

The  Chairman.  Today,  we  begin  the  first  of  at  least  2  days  of 
hearings  on  the  food  stamp  program.  Witnesses  representing  a 
broad  range  of  perspectives  will  be  testifying  on  both  days.  This 
committee  will  be  dealing  with  the  food  stamp  program  in  a 
number  of  ways  this  year: 

The  committee  will  be  called  upon  to  act  on  President  Reagan's 
economic  package  which  includes  a  number  of  cost-saving  proposals 
directly  affecting  the  food  stamp  program; 

Second,  the  program  itself  is  up  for  reauthorization  this  year  as 
title  12  of  the  farm  bill; 

Additionally,  the  administration  will  be  requesting  additional 
funds  for  fiscal  year  1981  of  something  in  the  neighborhood  of  $1.2 
billion  to  fund  the  program  through  the  end  of  this  fiscal  year  in 
September,  bringing  the  total  cost  of  the  program  for  fiscal  year 
1981  to  $10.9  billion. 

The  Congressional  Budget  Office  estimates  that  unless  this  com- 
mittee and  the  Congress  reforms  the  food  stamp  program  it  will 
cost  $12.5  billion  in  fiscal  year  1982.  There  are  today  22  million 
Americans — about  1  in  every  10 — receiving  food  stamps. 

This  chart  dramatically  illustrates  the  explosive  growth  in  the 
cost  to  the  taxpayers  of  this  program — more  than  doubling  in  cost 
during  the  past  3  years  alone. 

[The  chart  follows:] 
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In  2  years,  between  October  1978  and  October  1980,  participation 
jumped  from  15.2  million  individuals  to  22  million,  an  obvious 
increase  of  6,800,000,  a  45-percent  increase.  These  escalating  fig- 
ures alone  demand  that  painstaking  scrutiny  be  given  to  the  pro- 
gram this  year,  so  that  the  truly  needy  are  cared  for,  but  that  the 
program  be  limited  to  the  truly  needy. 

One  point  should  be  made  clear  at  the  outset  of  these  hearings: 
neither  President  Reagan,  nor  this  chairman,  nor  this  committee 
seek  to  eliminate  nutritional  assistance  to  the  elderly,  the  sick,  the 
crippled,  the  blind — or  anyone  else  who  lacks  the  ability  to  look 
after  himself  or  herself. 

Speaking  for  myself,  I  am  committed  to  limiting  this  program  to 
serve  the  truly  needy  citizens  of  this  country  who  are  unable  to 
provide  for  themselves. 

These  truly  needy — the  elderly,  blind,  disabled,  working  families 
with  incomes  below  the  poverty  line — have  nothing  to  fear  from 
either  this  administration,  this  chairman,  or  this  committee. 

Again,  speaking  for  myself,  I  am  equally  determined  to  do  every- 
thing I  can  to  eliminate  from  receiving  food  stamp  benefits  those 
able-bodied  citizens  who  refuse  to  work  and  those  households  whose 
gross  incomes  are  above  the  poverty  line. 

This  committee  has  a  responsibility  to  the  millions  of  hard-work- 
ing Americans  who  have  a  right  to  expect  that  their  tax  dollars 
should  assist  only  those  who  are  unable  to  provide  for  themselves. 

The  American  people  are  understandably  concerned  about  the 
food  stamp  program.  In  fact,  they  are  almost  up  in  arms  about  it. 
Credible  reports  of  abuse  of  the  program  are  commonplace.  The 
American  people  are  legitimately  resentful  about  the  abuses  which 
they  have  observed,  and  which  they  are  expecting  us  to  correct. 

I  would  remind  the  committee  that  a  recent  Senate  Appropri- 
ations Committee  investigation  concluded  that  as  much  as  20  per- 
cent of  the  benefits  issued  in  food  stamps  are  issued  in  error — to 
households  that  should  not  be  receiving  them  at  all,  and  to  house- 
holds receiving  more  benefits  than  entitled.  Even  Food  and  Nutri- 
tion Service  officials  admit  to  11  to  12  percent  overissuance.  I  say 
to  this  committee,  in  this  time  of  fiscal  restraint,  such  expensive 
errors  simply  cannot  be  allowed  to  continue. 

During  the  past  10  to  15  years,  this  program — like  so  many 
others — has  been  expanded  by  the  Congress  to  embrace  many  who 
simply  do  not  have  a  genuine  need.  A  fair  case  can  be  made  that 
this  has  done  great  harm  to  the  recipients  themselves — by  destroy- 
ing their  initiative  and  their  willingness  to  provide  for  themselves. 

It  is  more  obvious  than  ever  that  the  Nation  simply  does  not 
have  the  resources  to  continue  the  kind  of  eligibility  criteria  which 
have  allowed  the  program  to  expand  far  beyond  the  intent  of  its 
original  purpose — and,  I  might  add,  beyond  what  the  American 
taxpayers  ought  to  be  required  to  bear. 

It  is  not  our  personal  money  that  has  been  wasted — it  is  the  tax 
dollars  of  all  dedicated,  hard-working  Americans.  It  is  time  they 
were  given  some  consideration. 

The  severity  of  the  Federal  Government's  budget  crisis  in  gener- 
al and  the  increasing  costs  of  the  food  stamp  program  in  particular 
now  require  a  careful  review  of  the  existing  program  and  its  costs. 


Digitized  by 


Google 


We  must  establish  a  program  which  will  be  worthy  of  respect 
and  support. 

The  American  people — recipients  and  taxpayers  alike — deserve 
no  less. 

Insofar  as  this  Senator  is  concerned,  that  is  going  to  happen  this 
year. 

Senator  Leahy,  do  you  have  a  statement? 

STATEMENT  OF  HON.  PATRICK  J.  LEAHY,  A  U.S.  SENATOR 
FROM  VERMONT 

Senator  Leahy.  Yes,  Mr.  Chairman. 

I  have  sat  in  a  number  of  these  hearings  for  6  years.  I  realize  the 
concerns  of  the  Chair  and  others.  As  ranking  member  on  the 
Nutrition  Subcommittee,  I  look  at  these  hearings  with  a  particular 
interest,  as  I  know  all  Members  on  both  sides  of  the  aisle  will. 

Since  it  first  began  as  a  series  of  pilot  projects  in  1961,  the  food 
stamp  program  has  responded  to  a  need  to  this  country,  something 
that  we  should  not  forget  about,  and  the  need  was  one  that  was  not 
easy  for  Americans  to  admit. 

The  question  could  be  asked,  Was  it  possible  that  the  wealthiest 
nation  on  Earth  could  have  men,  women,  and  children  going 
hungry?  When  we  first  looked  at  this  program,  there  was  nobody 
who  could  honestly  answer  that  we  did  not  have  men,  women  and 
children  going  hungry. 

As  I  stated  in  hearings  that  I  have  held  around  the  country,  I 
can  go  just  about  any  place  in  the  country  and  take  somebody  from 
there  and  within  20  minutes,  find  areas  of  the  State  or  that  county 
or  that  city  or  that  town  where  there  are  people  going  hungry, 
where  there  is  malnourishment  in  the  wealthiest  and  most  power- 
ful nation  of  the  world.  So  we  can  add,  there  are  sections  where 
our  citizens  suffer  from  malnutrition. 

A  scientific  study  was  done  by  the  Field  Foundation.  As  the 
doctors  in  the  foundation  testified  in  1976: 

Wherever  we  went  and  wherever  we  looked,  we  saw  children  in  significant 
numbers  who  were  hungry  and  sick,  children  to  whom  food  is  a  daily  factor  of  life 
and  sickness,  which  is  an  inevitability,  the  children  were  weak  and  their  lives  were 
being  shortened. 

It  was  such  shocking  evidence  that  moved  the  Congress  and  the 
American  people  to  improve  these  conditions  and  to  provide  pro- 

Sams  for  the  needy  citizens  of  the  wealthiest  nation  in  the  world. 
>ntrary  to  often  politically  inspired  rhetoric,  these  programs  have 
worked. 

In  the  10-year  review,  the  Field  Foundation  doctors  went  back  to 
their  original  site.  They  wanted  to  see  if  the  food  stamps  and  other 
programs  had  made  an  impact  in  the  lives  of  the  needy.  Their 
conclusions  were  unequivocal.  The  Field  Foundation  doctors  and 
others  believed  that  food  stamps  were  making  crucial  differences 
improving  the  lives  of  many  poor  Americans. 

The  foundation's  doctors  found  that  those  receiving  food  stamps 
made  good  nutritional  decisions.  The  family  on  food  stamps  allo- 
cates its  food  dollars  the  same  as  the  middle-class  family  but  they 
economize  and  buy  less  expensive  foods. 

Mr.  Chairman,  we  have  a  program  here  that  has  worked.  The 
time  of  seeing  children's  hungry  bellies  is  gone  in  many  parts  of 
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our  country,  but  we  should  see  that  it  never  returns.  We  should  see 
that  it  gets  eradicated  in  other  places. 

There  is  no  question  in  my  mind,  not  only  from  the  bipartisan 
hearings  I  have  had  in  my  State,  in  other  States,  with  other 
Members  of  both  sides  of  the  aisle,  that  hunger  still  exists  in  the 
United  States  and  malnourishment  still  exists  in  the  United  States. 
We  may  not  like  to  admit  it,  but  it  is  a  fact  and  it  is  really  a  shame 
on  our  country. 

As  President  Reagan  says,  and  I  totally  agree  with  him,  we  must 
provide  for  those  truly  needy  in  our  society. 

When  I  see  the  statistics  of  the  food  recipients,  I  know  who  the 
truly  needy  are.  They  have  less  gross  incomes  below  $4,800  a  year; 
80  percent  have  gross  incomes  below  the  poverty  line.  Many  have 
gross  incomes  of  $300  a  month.  Most  are  disabled,  elderly,  children. 
In  addition  to  providing  for  these  needy  citizens,  the  food  stamp 
program  contributes  the  demand  in  this  country  for  farm  products. 

Between  having  to  choose  between  paying  the  rent  or  heat  or 
food,  many  of  our  poor  have  no  choice  at  all,  so  they  cut  down  on 
food  purchases. 

I  recently  saw  an  interview  on  TV  which  made  the  point.  An 
elderly  woman  was  contemplating  her  food  stamp  allotment,  and 
with  the  increasing  rent  and  gas,  she  would  have  to  take  a  few 
dollars  away  from  food  and  put  them  into  rent  because  she  did  not 
have  any  other  place  to  go.  We  must  keep  that  woman  in  mind  as 
we  consider  revisions  to  the  Food  Stamp  Act. 

This  program,  of  course,  could  be  better  run  and  we  have  taken 
steps,  we  have  taken  some  significant  steps  in  making  it  better  run 
already.  We  did  that  last  year.  We  have  cut  out  a  number  of  people 
in  the  program  and  in  steps  taken  by  this  committee,  supported  by 
me,  we  have  eliminated  between  one  and  a  quarter  and  one  and  a 
half  million  participants  in  the  program.  We  have,  overall  reduced 
the  number  of  people  eligible  by  6  million.  Households  were  made 
ineligible  for  2  months  if  the  head  of  the  household  quits  his  job  or 
if  he  is  found  guilty  of  fraud  for  26  months.  Benefits  are  adjusted 
once  a  year  instead  of  twice,  and  so  on. 

So  we  have  already  taken  steps. 

But  I  intend  to  remember  that  elderly  woman,  the  working 
mother  trying  to  get  off  assistance,  the  hungry  child,  as  I  make  my 
own  evaluation  of  just  how  many  more  cuts  we  should  make. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  That  appears  to  make  it  unanimous.  No  other 
people  except  the  truly  needy,  and  I  assume  we  all  agree  that  the 
truly  needy  do  not  include  that  gentleman  in  South  Carolina  who 
bought  5  motor  vehicles,  32  weapons — that  is  the  kind  of  thing  we 
have  to  tighten.  It  is  a  disgrace  to  this  country. 

Senator  Leahy.  Let  us  make  sure  that  we  do  not  cut  the  Justice 
Department's  appropriation  as  they  go  after  those  people. 

I  agree  with  you  on  that. 

The  Chairman.  We  have  a  good  friend  of  mine  who  I  am  always 
glad  to  see,  as  our  first  witness  this  morning,  Hon.  Carlos  Romero, 
who  is  Governor  of  Puerto  Rico,  accompanied  by  Baltasar  Corrada. 

We  welcome  you  here,  and  you  may  proceed. 
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If  you  have  a  prepared  statement  that  you  wish  to  have  included 
in  the  record  in  its  entirety,  that  will  be  done,  and  we  can  just 
proceed  from  there. 

STATEMENT  OF  HON.  CARLOS  ROMERO-BARCELO,  GOVERNOR, 
PUERTO  RICO,  ACCOMPANIED  BY  BALTASAR  CORRADA,  RESI- 
DENT COMMISSIONER,  PUERTO  RICO,  U.S.  HOUSE  OF  REPRE- 
SENTATIVES 

Governor  Romero.  Thank  you,  Mr.  Chairman,  Senator  Leahy. 

We  do  have  a  prepared  statement  and  it  has  already  been  sub- 
mitted to  the  committee,  and  it  also  has  some  material  which  has 
been  included  with  the  testimony.1 

The  Chairman.  Very  well. 

Governor  Romero.  My  name  is  Carlos  Romero-Barcelo.  Thank 
you  for  the  opportunity  to  appear  before  your  committee  this  morn- 
ing. 

As  the  Governor  of  Puerto  Rico,  a  community  of  more  than  3 
million  U.S.  citizens,  I  come  before  you  this  morning  to  testify  in 
opposition  to  a  proposed  revision  of  the  Federal  budget  for  fiscal 
year  1982.  Specifically,  I  refer  to  Function  600,  entitled  "Income 
Security",  and  to  a  section  appearing  on  page  79  of  the  budget 
revision  document,  submitted  to  the  Congress  by  President  Reagan 
on  March  10,  1981. 

This  section,  to  which  I  shall  refer  henceforward  as  "the  block 

frant  plan,"  provides  for  the  allocation  of  a  single  appropriation  of 
900  million,  to  replace  existing  Federal  food  and  nutrition  pro- 
?:ams  applicable  to  Puerto  Rico,  including  the  food  stamp  program, 
ou  will  be  addressing  this  proposal  in  conjunction  witn  the  1981 
farm  bill. 

With  your  permission,  Mr.  Chairman,  I  shall  ask  that,  in  addi- 
tion to  the  testimony  which  I  am  about  to.  give,  the  committee 
accept  for  the  record  several  supporting  documents  which  we  are 
prepared  to  submit,  including  a  letter  which  I  sent  to  each  member 
of  the  committee,  on  March  11,  1981. 

The  effect  of  the  block  grant  plan  would  be  to  reduce  by  25 
percent,  or  $306  million,  the  level  of  Federal  support  for  food  and 
nutrition  programs  in  Puerto  Rico.  Its  implementation  would  flatly 
contradict  basic  administration  policy  in  several  respects,  including 
the  President's  assurance  to  the  Congress  that,  in  his  words,  "the 
impact  of  spending  reductions  will  be  shared  widely  and  fairly  by 
different  groups  and  the  various  regions  of  the  country." 

There  is  no  fairness  in  the  arbitrary  exclusion  of  one  jurisdiction 
from  the  protection  offered  by  programs  which  will  be  retained 
under  a  different  allocation  formula  everywhere  else.  We  do  not 
ask  for  special  treatment.  We  ask  only  for  equity. 

The  President's  economic  recovery  program  will  accompany  cuts 
in  Federal  spending  by  cuts  in  Federal  taxes.  Lacking  as  we  do  the 
right  to  vote  in  Federal  elections,  residents  of  Puerto  Rico  are 
almost  exempt  from  Federal  taxation  on  income  earned  there,  in 
keeping  with  the  principle  of  no  taxation  without  representation. 

I  would  like  to  add  here  that,  although  some  of  you  may  feel- 
well,  that  sounds  very  good  to  be  excluded  from  Federal  taxation, 
because  we  do  not  participate  fully,  in  all  Federal  programs,  the 


1  See  p.  261  for  the  material  submitted  by  Governor  Romero. 
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cost  of  government  in  Puerto  Rico  is  higher  and  therefore  our  local 
taxes  have  been  higher  than  the  taxes,  both  Federal  taxes  and 
State  taxes  put  together. 

When  I  started  in  office,  back  in  1977,  the  taxation  with  the 
highest  levels  of  income  was  up  to  77  percent.  Taxation  started  at  a 
level  of  $2,000  per  income  of  family,  for  a  family  of  two,  which  was 
a  lower  level  of  taxation  than  that  of  the  mainland  as  a  whole. 

We  stand  to  gain  nothing  from  cuts  in  Federal  taxation.  What  is 
more,  Federal  business  tax  reductions  will  have  the  adverse  effect 
of  reducing  the  relative  attractiveness  of  our  industrial  promotion 
program.  We  therefore  feel  entirely  justified  in  insisting  upon  fair- 
ness and  equity  in  the  application  of  reductions  in  Federal  spend- 
ing, and  in  the  revision  of  Federal  programs. 

I  share  the  President's  desire  to  eliminate  waste  and  mismanage- 
ment from  the  administration  of  Federal  programs,  but  that 
worthy  goal  cannot  have  been  a  factor  in  prompting  the  block 
grant  concept  for  Puerto  Rico. 

The  food  stamp  programs's  official  error  rate  in  Puerto  Rico  is 
9.2  percent.  That  is  one  of  the  lowest  error  rates  in  the  mid- 
Atlantic  region,  a  region  comprised  of  seven  States,  plus  the  Dis- 
trict of  Columbia,  Puerto  Rico,  and  the  U.S.  Virgin  Islands.  It  is  an 
error  rate  which  falls  well  below  the  estimated  national  average  of 
12.3  percent. 

This  error  rate  has  been  going  down  considerably. 

Mr.  Chairman,  we  have  made  a  conscious  effort  during  the  past  4 
years  to  reduce  the  error  rate  and  to  reduce  fraud.  I  think  if  proper 
analysis  is  made,  you  will  find  that  we  have  been  more  active  in 
bringing  cases  to  court  and  discovering  fraud  than  probably  any 
other  jurisdiction  in  the  Nation. 

I  also  support  the  overall  philosophy  behind  the  President's  eco- 
nomic recovery  program. 

Upon  assuming  office  in  1977,  I  myself  pioneered  the  implemen- 
tation of  supply-side  income  tax  reductions,  brought  our  budget 
into  balance,  lowered  the  rate  of  growth  in  our  public  debt  to  a 
level  less  than  the  growth  rate  of  our  gross  product,  and  in  the 
process  achieved  goals  identical  to  those  which  President  Reagan 
hopes  to  achieve  on  the  national  level;  namely,  increased  Govern- 
ment revenues;  renewed  economic  growth;  and  substantially  lower 
unemployment. 

When  I  say  lower  unemployment,  that  is  relatively  relevant. 

When  I  started  in  office,  unemployment  was  approximately  22 
percent.  It  now  is  approximately  17  percent.  Although  we  have 
reduced  it  considerably  in  4  years,  we  still  have  a  very,  very  high 
rate  of  unemployment. 

Moreover,  we  accomplished  this  task  within  the  context  of  an 
economy  which  lacks  the  abundant  resources  of  the  overall  U.S. 
economy,  for  Puerto  Rico  exploits  no  mineral  deposits,  and  depends 
entirely  upon  imported  petroleum  for  its  energy. 

It  is  very  much  in  the  national  interest  that  Puerto  Rico's  eco- 
nomic progress  continue. 

We  purchase  billions  of  dollars  in  goods  and  services  each  year  in 
the  mainland  market,  thereby  sustaining  hundreds  of  thousands  of 
jobs  for  residents  of  the  States. 
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Our  island  stands  in  dramatic  contrast  to  Cuba,  as  a  model  for 
developing  countries  throughout  the  Caribbean  and  Latin  America. 

President  Reagan  has  made  political  stability  and  economic 
growth  the  cornerstone  of  his  foreign  policy  for  this  region. 

And  in  the  very  speech  in  which  he  declared  his  candidacy,  in 
November  1979,  Mr.  Reagan  declared  his  emphatic  support  for 
Puerto  Rico's  admission  to  the  Union  as  the  51st  State. 

Given  these  facts,  it  is  clearly  in  the  national  interest  to  pursue 
a  policy  of  increased  opportunity,  and  increased  equality,  for  the 
American  citizens  of  our  island.  This  is,  above  all,  not  the  moment 
in  which  to  subject  Puerto  Rico  to  the  discrimination  and  inequity 
contained  in  the  block  grant  plan. 

Less  than  50  years  ago,  Puerto  Rico  was  known  as  the  poorhouse 
of  the  Caribbean.  The  level  of  poverty  was  shocking. 

Just  to  give  you  an  example  of  what  it  was  like  when  I  was  a 
child  back  in  the  1930's,  I  remember  in  the  slum  areas,  children 
would  go  naked  and  they  had  protruding  bellies,  not  because  they 
were  full  with  food;  they  were  full  with  parasites. 

The  first  day  in  school,  in  the  decade  of  the  early  1930's  and 
1940's,  the  first  thing  to  do  was  to  shave  children's  heads  because 
of  the  lice.  The  health  conditions  and  the  poverty  and  unemploy- 
ment in  Puerto  Rico  were  just  unbelievable.  To  think  in  terms  of 
Puerto  Rico  as  poorer  than  Haiti  and  the  Dominican  Republic,  the 
other  islands  in  the  Dominican  Republic,  seems  inconceivable 
today.  That  was  barely  40  or  50  years  ago. 

In  those  40  or  50  years,  Puerto  Rico  has  been  able  to  lift  itself  up 
to  the  standard  whereby  life  expectancy,  which  was  once  43  years 
of  age,  is  now  73  years  of  age,  little  higher  than  the  mainland 
average.  We  have  a  large  number  of  students  in  higher  learning. 
Our  standard  of  living  is  the  highest  south  of  the  Rio  Grande. 

Yes,  we  have  had  Federal  assistance.  But  we  have  also  had  the 
ambition,  and  the  dedication,  to  put  that  assistance  to  good  use,  in 
building  a  sound  and  growing  economy. 

As  great  as  Puerto  Rico's  progress  has  been,  we  still  have  a  long 
way  to  go  before  we  can  catch  up  to  the  average  prosperity  level  of 
the  greatest  economy  on  Earth.  We  do,  therefore,  have  a  dispropor- 
tionately large  number  of  poor  people  by  mainland  standards. 

In  attempting  to  serve  their  needs,  however,  we  are  obligated  to 
make  do  with  Federal  funding  levels  far  below  those  received  by 
the  States:  Just  2  weeks  ago  today,  the  General  Accounting  Office 
reported  to  the  Congress  that  Puerto  Rico  receives  $834  million  less 
per  year  in  Federal  assistance  than  it  would  if  the  island  were  a 
State. 

We  rank  below  all  50  States  in  per  capita  participation  in  Feder- 
al funds,  even  though  only  3  States  have  larger  numbers  of  eco- 
nomically disadvantaged  citizens.  Moreover,  the  cost  of  living  in 
Puerto  Rico  is  higher  than  even  the  cost  of  living  here  in  Washing- 
ton. 

In  summary,  then,  the  administration's  economic  recovery  pro- 
gram is  already  designed  in  such  a  way  as  to  impose  a  dispropor- 
tionate burden  on  residents  of  Puerto  Rico.  The  block  grant  plan 
would  constitute  an  intolerable  additional  handicap  on  our  commu- 
nity. 
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If  this  measure  is  adopted,  the  consequences  could  be  extremely 
serious:  Caribbean  and  Latin  American  nations  would  receive  an 
alarming  message  about  the  sincerity  of  the  administration's 
firmly  enunciated  desire  to  foster  closer  and  more  mutually  benefi- 
cial relationships;  social  stability,  and  economic  progress,  in  a  U.S. 
island  of  vital  strategic  significance,  would  be  gravely  affected;  and 
without  any  doubt  whatsoever,  tens  of  thousands,  if  not  hundreds 
of  thousands,  of  economically  disadvantaged  Puerto  Rican  families 
would  do  exactly  what  an  earlier  generation  did  after  World  War 
II:  They  would  migrate  to  the  mainland,  to  seek  here  the  opportu- 
nity which  a  misguided  national  policy  had  denied  them  at  home. 

And  that,  in  turn,  would  simply  transfer,  to  your  home  States 
and  to  your  cities,  the  responsibility  for  coping  with  some  of  the 
problems  which  I  confront  on  a  daily  basis. 

During  the  past  few  years  of  the  past  decade,  the  migration  has 
turned  around;  in  other  words,  we  have  been  receiving  more  people 
coming  back  to  Puerto  Rico,  about  10  to  20,000  than  have  been 
leaving  the  island  to  get  established  anyplace  else. 

The  discriminatory  block  grant  plan,  as  conceived  for  Puerto 
Rico,  is  a  disaster.  Worse  than  that,  it  is  an  insult  to  a  people  who 
have  earned  the  right  to  demand  equality  as  American  citizens. 

I  hear  from  time  to  time  that  Puerto  Ricans  do  not  deserve 
equality  because  we  do  not  pay  Federal  taxes.  But  I  ask  each  of 
you:  Would  you  trade  your  political  rights — that  is,  your  State's 
congressional  representation,  and  the  Presidential  electoral  votes — 
for  exemption  from  Federal  taxes? 

The  political  rights  have  a  price  in  a  democracy. 

No  amount  of  tax  exemption  can  compensate  the  American  citi- 
zens of  Puerto  Rico  for  their  lack  of  Federal  political  rights  in  a 
democratic  nation.  And  no  amount  of  tax  exemption  can  compen- 
sate them  for  the  blood  tax  they  have  paid,  in  every  American  war 
in  this  century:  as  a  candidate  for  President,  Ronald  Reagan  called 
attention  to  this  fact  in  his  column,  entitled  "Puerto  Rico  and 
Statehood,"  in  the  Wall  Street  Journal,  in  February  1980. 

Puerto  Ricans  in  this  century  have  served  in  the  Armed  Forces 
in  greater  numbers  than  the  residents  of  no  less  than  36  of  the 
States;  although  we  are  25th  in  size  in  our  Nation,  and  our  sol- 
diers, sailors,  airmen,  and  marines  have  sustained  casualties  in 
combat,  at  a  higher  rate  than  those  of  any  other  jurisdiction  in 
America.  Today,  in  peacetime,  we  lead  the  Nation  in  meeting  the 
enlistment  goals  of  the  All-Volunteer  Army. 

In  closing,  I  ask  you  only  to  acknowledge  our  right  to  equal 
treatment:  not  preferential  treatment,  but  equal  treatment.  You 
can  do  so  by  rejecting  the  block  grant  plan,  and  insisting  instead 
that  residents  of  Puerto  Rico  be  treated  in  the  same  fashion  as  all 
other  American  citizens. 

Thank  you  very  much. 

The  Chairman.  Governor,  I  thank  you.  You  have  been  forthright 
in  your  criticism  of  the  block  grant  proposal. 

Now,  let  us  see,  according  to  my  statistics  here,  57.6  percent  of 
the  population  in  Puerto  Rico  now  receives  food  stamps;  is  that 
right? 

Governor  Romero.  That  is  right. 
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The  Chairman.  Close  to  10  percent  of  the  total  program  budget 
goes  to  Puerto  Rico. 

Governor  Romero.  That  is  right. 

The  Chairman.  That  is  called  to  my  attention  as  a  Senator  by 
correspondence  a  number  of  times,  and  I  am  bound  to  ask  you  this 
question,  sir. 

I  want  to  give  you  a  chance  to  elaborate  on  it  a  little  bit  if  you 
wish. 

You  said  in  your  opening  statement,  "We  do  not  ask  special 
treatment.  We  ask  for  equity." 

Now,  what  am  I  as  a  Senator  supposed  to  say  to  my  constituents 
when  they  address  themselves  to  the  fact  that  Puerto  Ricans,  as 
you  said  yourself,  pay  not  $1  into  the  U.S.  Treasury  in  income  tax 
and  yet  receive  $1  billion  worth  of  food  stamps  out  of  the  pockets  of 
the  taxpayers? 

Now,  if  you  were  Senator  Helms,  how  would  you  answer  that 
question?  The  politically  right  move  and  so  forth? 

Governor  Romero.  You  are  denying  me  part  of  my  answer.  I 
have  already  given  that. 

The  Chairman.  Yes. 

Governor  Romero.  But  there  are  other  things,  in  the  first  place, 
you  have  to  consider  that  out  of  the  Puerto  Rican  purchases  came 
$1,129  million  worth  of  food  from  the  mainland — in  other  words, 
more  than  what  we  get  from  food  stamps  is  bought  from  the 
mainland,  not  only  from  the  food  stamp  program,  but  from  other 
families.  Puerto  Rico  is  the  fourth  largest  consumer  of  mainland 
products,  U.S.  products,  in  the  world. 

If  you  take  Puerto  Rico  as  a  foreign  nation,  since  you  are  not 
treating  us  as  equal  citizens  then  you  look  at  us  as  a  foreign 
nation.  Because  once  you  single  out  Puerto  Rico,  you  say,  why 
should  Puerto  Rico  get  it?  Now,  we  think,  what  are  the  standards 
for  American  citizens?  If  they  are  for  American  citizens,  then  they 
should  be  so  throughout  the  Nation. 

A  Puerto  Rican  does  not  pay  income  taxes  while  he  resides  in 
Puerto  Rico,  but  if  he  moves  to  New  York  or  Chicago,  and  he  stays 
in  the  Northeastern  States  or  in  the  South,  he  would  have  to  pay 
Federal  income  taxes.  It  is  a  matter  of  geographical  discrimination, 
political  discrimination,  and  economic  discrimination,  but  the 
poorer  families  do  not  pay  taxes  in  the  mainland  either  and  yet 
they  receive  those  benefits. 

The  poorest  families  in  Puerto  Rico,  U.S.  citizens,  would  not  pay 
taxes  even  if  we  had  to  pay  taxes;  so  they  would  be  the  ones 
receiving  these  benefits.  We  are  just  claiming,  that  unless  the  rule 
of  equality  is  used,  it  would  just  create  the  problems  in  Puerto  Rico 
of  such  magnitude  that  those  problems  would  be  reflected  in  other 
areas. 

It  will  be  reflected  in  greater  need  for  welfare  payments  to  these 
families  and  greater  needs  for  State  services,  unemployment  would 
rise  considerably  because  $300  million  less  in  the  economy  would 
obviously  create  unemployment. 

We  are  now  also  being  threatened  with  cutbacks  of  $119  million 
in  CETA  programs,  where  we  have  20,000  people  employed  under 
the  municipal  and  State  CETA  programs  with  Federal  funds. 
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Now,  if  we  have  an  additional  20,000  people  unemployed,  less 
food  stamps,  we  feel  that  we  would  no  longer  have  17  or  18  percent 
unemployed;  it  would  jump  to  over  24  or  25  percent.  That  would  be 
a  serious  problem  in  Puerto  Rico.  We  would  then  need  more  funds 
for  the  Justice  Department,  because  crime  would  increase.  Some  of 
them  would  come  up  to  the  mainland.  I  do  not  think  some,  but 
hundreds  of  thousands,  probably,  to  look  for  a  job,  for  an  equal 
opportunity  to  look  for  food  stamps.  That  would  create  a  burden  on 
the  taxpayers  in  the  mainland. 

It  is  not  a  question  of  dealing  with  Cuba  or  Haiti  or  the  Domini- 
can Republic  where  you  can  keep  people  out  by  quotas.  That  has 
been  shown  as  difficult  in  the  last  few  years. 

The  Chairman.  You  are  not  only  discussing  the  turnaround  that 
has  occurred,  the  economy  there,  and  I  commend  you  for  what  you 
have  done;  you  have  got  a  pretty  good  monetary  policy.  I  know  it 
has  taken  a  lot  of  guts  on  your  part,  but  you  have  done  well. 

Now,  I  have  got  to  tell  you  about  a  letter  that  I  got  from  a  friend 
in  New  York.  There  is  a  serious  concern  about — some  quarters  in 
New  York,  about  the  departure  of  Puerto  Ricans  going  back,  some 
of  the  welfare  workers  are  losing  so  many  of  their  class,  they  think 
they  are  going  to  lose  their  jobs. 

Mr.  Corrada.  They  will  get  their  jobs  back  if  the  block  grant 
program  is  implemented. 

The  Chairman.  I  think  it  is  a  real  tribute  to  you  people. 

Governor  Romero.  I  think  we  are  trying  to  do  our  best  and 
produce  not  only  food  but  also  jobs  in  the  rural  areas  and  for  the 
first  time  in  many  years,  we  have  had  an  increase  in  agricultural 
jobs  in  the  rural  areas. 

We  are  now  producing  many  more  articles  that  were  not  pro- 
duced in  Puerto  Rico  before.  We  are  also  strengthening  our  indus- 
try and  going  after  active  industries  that  provide  many  jobs,  in  the 
highly  technical  areas  such  as  electronics  and  other  quality  types 
of  industry.  We  have  come  a  long  ways  in  the  past  few  years  and  I 
think  that  this  measure  now  would  just  be  so  brutal,  so  sudden, 
that  it  would  create  a  real  distortion  in  our  economy. 

The  Chairman.  Senator  Pryor? 

Senator  Pryor.  Mr.  Chairman,  I  would  like  to  just  take  this 
opportunity,  if  I  might,  to  personally  commend  the  Governor.  I 
have  had  the  pleasure  to  work  with  the  Governor  at  Governors' 
conferences  when  we  both  were  Governors  of  our  respective  States. 

I  also  would  like  to  commend  the  Governor  for  the  very  innova- 
tive and  creative  ways  that  he  has  attempted  to  bring  the  Puerto 
Rican  economy  to  the  forefront  and  to  make  the  people  there  more 
self-sufficient. 

Governor,  I,  like  Senator  Helms,  have  some  deep  philosophical 
concerns  about  our  own  country's  situation  at  this  time.  We  are 
asking  all  of  our  citizens  to  cut  back  in  an  effort  to  reduce  Federal 
spending  and  the  food  stamp  program  is  no  exception.  I  realize  that 
you  have  a  real  concern  for  the  citizens  of  Puerto  Rico's  cause,  we 
are  contemplating  several  alternatives  for  the  food  stamp  program, 
in  an  effort  to  at  least  slow  down  the  growth  of  the  food  stamp 
program  or  perhaps,  maybe  in  some  instances,  to  tighten  some  of 
the  eligibility  requirements. 
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I  am  wondering  what  the  reaction  would  be  from  yourself  and 
from  the  food  stamp  recipients  in  Puerto  Rico,  if  we  implement 
some  form  of  a  work  fare  program  on  the  mainland  and  in  Puerto 
Rico,  where  the  individuals  would  do  some  work  for  the  benefits 
they  receive? 

Governor  Romero.  Senator,  I  will  be  very  glad  to  answer  that. 

I  think  the  opportunities  to  work  would  definitely  be  welcomed. 
There  have  been  too  often  too  many  stories  about  the  Puerto 
Ricans  who  live  on  welfare  and  I  think  there  has  been  a  distorted 
story  of  what  has  happened  in  Puerto  Rico. 

If  you  remember  what  I  said  during  my  presentation,  how  Puerto 
Rico  has  really  managed  to  come  up  in  the  economic  level  and 
standard  of  living  in  the  past  four  or  five  decades,  the  Puerto  Rican 
people  are  very  proud  and  they  like  to  be  self-sufficient.  That  is 
demonstrated  by  the  fact  that  thousands  of  Puerto  Ricans  travel 
1,600  miles  by  air  to  come  to  the  communities  in  the  mainland  to 
work,  6,  8,  10  weeks,  living  in  barracks  in  a  community  where  they 
do  not  even  speak  the  language  sometimes  and  away  from  their 
families  so  that  they  can  earn  some  money  and  go  back  to  Puerto 
Rico.  People  who  do  that  are  not  lazy.  They  are  looking  for  a  job. 

The  only  thing  is,  right  now  we  have  over  17  percent  unemploy- 
ment. If  jobs  are  provided  for  the  people,  they  would  much  rather 
work  than  have  a  payment  and  there  is  no  doubt  that  the  people  of 
Puerto  Rico  will  welcome  that;  and  I  would  like  to  underscore, 
Senator,  that  we  are  not  critical  of  the  attempts  of  the  Federal 
Government  or  the  Reagan  administration  or  Congress  to  reduce 
the  wrong  things  that  have  happened  with  the  food  stamp  pro- 
gram. I  think  those  things  should  be  addressed  and  we  are  willing 
to  do  our  share;  and  I  think  we  have  been  doing  our  share. 

What  we  object  to  is  being  singled  out  and  in  Puerto  Rico  we  are 
willing  to  accept  the  same  standards  that  have  been  applied 
throughout  the  Nation.  But  that  is  not  happening  in  Puerto  Rico. 
What  they  are  doing  is  saying,  this  is  what  Puerto  Rico  is  getting; 
now  let  us  cut  that  by  25  percent  and  here  is  a  block  grant 
program  and  you  deal  with  it,  and  you  solve  that  problem. 

By  that,  we  take  that  same  amount  of  money  we  are  going  to  be 
receiving  for  our  food  and  nutrition  programs,  much  less  per  citi- 
zen than  is  being  provided  to  citizens  of  equal  need  in  the  Nation. 

The  Chairman.  Let  us  hear  from  our  distinguished  colleague 
from  the  House  of  Representatives,  the  Resident  Commissioner 
from  Puerto  Rico,  Baltasar — am  I  pronouncing  it  correctly  so  far? 

Mr.  Corrada.  One  hundred  percent.  You  are  getting  100  percent 
in  your  Spanish. 

The  Chairman.  That  is  the  first  time  I  have  done  well  in  Span- 
ish. 

Thank  you  very  much.  We  are  delighted  to  have  you  here. 

Mr.  Corrada.  Thank  you,  Mr.  Chairman,  Senator  Leahy,  Senator 
Pryor.  I  will  not  take  your  time  to  read  my  testimony. 

The  Governor  has  already  made  an  excellent  statement  and  I 
would  ask  that  my  full  statement,  consisting  of  11  pages,  and  4 
attachments,  attachments  A  through  D,  be  accepted  for  a  part  of 
the  record  of  these  proceedings.1 

The  Chairman.  Without  objection,  that  will  be  done. 


1  See  p.  272  for  the  prepared  statement  and  attachments  A-D  of  Mr.  Corrada. 
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Mr.  Corrada.  I  would  simply  just  add  two  points. 

The  fundamental  position  that  we  have  taken  here  is,  we  do  not 
want  Puerto  Rico  to  be  singled  out.  If  there  is  a  block  grant  for  the 
50  States,  and  that  is  what  this  committee  wants,  and  this  Con- 
gress wants,  then  we  will  take  it,  together  with  the  rest  of  the 
Nation;  but  we  believe  that  if  a  block  grant  is  good  for  Puerto  Rico, 
I  think  as  being  proposed  here,  then  it  ought  to  be  good  for  the  50 
States.  And  if  it  is  not  good  for  the  50  States,  it  ought  not  to  be 
good  for  Puerto  Rico. 

The  second  point  that  I  would  like  to  stress  is  the  reason  why  the 
food  stamp  participation  in  Puerto  Rico  is  so  large,  is  very  simple. 

First  of  all,  92  percent  of  all  food  stamp  recipients  in  Puerto  Rico 
have  gross  incomes  below  $600  a  month.  So  simply,  we  have  a  very 
large  number  of  poor  people. 

Second,  the  high  cost  of  living  in  Puerto  Rico — it  is  7.5  percent 
higher  than  in  the  District  of  Columbia,  as  determined  by  a  study 
of  the  Office  of  Management,  in  determining  that  Federal  employ- 
ees in  Puerto  Rico  should  receive  a  cost-of-living  allowance  7  per- 
cent above  the  cost  of  regular  salary  because  of  the  cost  of  living 
there. 

And,  third,  because  we  are  totally  omitted  from  the  economic 
security — we  would  get  under  that  program  $400  million  and  that 
would  be  income  counted  for  the  purposes  of  determining  eligibility 
and  payment  under  the  food  stamp  program.  So  of  course  we  have 
$900  million  in  food  stamps;  but  we  are  denied  $400  million  which 
the  rest  of  the  Nation  receives.  So  that,  by  itself,  causes  a  greater 
demand  for  food  stamps  because  of  the  denial  or  severe  restriction 
of  other  cash  payments  to  the  residents  of  Puerto  Rico. 

I  would  simply  like  to  say,  when  you  look  at  those  figures,  which 
seem  high  to  you,  look  at  these  three  figures  and  you  will  have  the 
answer  for  it  there. 

Finally,  I  would  like  to  quote  from  President  Reagan  an  article 
that  the  Governor  mentioned  in  his  statement. 

He  said: 

If  we  cannot  design  a  model  for  a  political  economy  that  is  sufficiently  attractive 
in  Puerto  Rico;  if  we  cannot  win  over  our  fellow  citizens  in  Puerto  Rico,  how  can 
our  model  succeed  as  an  instrument  of  foreign  policy  anywhere  in  the  world? 

We  have  to  make  our  system  work  in  Puerto  Rico;  show  to  Cuba, 
to  Latin  America,  to  the  Third  World  nations  that  the  private 
enterprise  system  as  it  exists  in  the  United  States,  supported  by 
private  enterprise  itself,  by  governmental  policy  at  all  levels  of 
government,  works  better  than  the  alternative,  which  is  commu- 
nism. So  the  failure  and  success  of  Puerto  Rico  and  its  economy 
will  be  the  failure  and  success  of  our  own  policy,  our  own  commit- 
ment to  the  private  enterprise  system;  and  it  is  important  that 
both  the  Reagan  administration,  in  conjunction  with  Governor 
Romero,  and  in  conjunction  with  the  people  of  Puerto  Rico,  and 
private  enterprise  there,  follow  a  course  which  will  bring  Puerto 
Rico  a  greater  economic  and  social  development  as  a  showplace  to 
Latin  America  and  the  world. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you. 

Senator  Pryor,  I  interrupted  you. 

Would  you  have  further  questions  or  comments? 
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Senator  Pryor.  I  think  for  the  moment  I  will  pass,  Mr.  Chair- 
man. 

The  Chairman.  Senator  Leahy. 

Senator  Leahy.  Thank  you,  Mr.  Chairman. 

I  am  glad  to  have  had  both  the  chance  to  have  Governor  Romero 
and  Delegate  Corrada  here.  I  think  that  the  people  of  Puerto  Rico 
should  know  how  much  all  the  various  committees  here  on  the  Hill 
rely  on  the  expertise  of  both  of  you  gentlemen.  You  have  come  and 
testified  very  strongly  and  eloquently  on  behalf  of  Puerto  Rico;  and 
both  of  you  have  made  a  point  to  come  by  and  see  me  personally 
and  argue  the  same  way.  I  think  that  that  is  something  that  I  hope 
the  people  in  the  Commonwealth  realize,  because  it  is  very  impor- 
tant to  them. 

I  would  like  to  go  back,  Mr.  Chairman,  if  I  could,  back  to  a 
comment  made  by  our  distinguished  colleague  here  on  the  question 
of  SSI. 

I  am  not  sure  if  I  fully  follow  that. 

How  much  does  the  fact  that  Puerto  Rican  residents  are  not 
eligible  for  SSI,  how  much  does  that  add  to  the  food  stamp  cost? 

Mr.  Corrada.  Our  estimates  are  $400  million;  that  is  that  under 
the  SSI  payments,  cash  assistance  payments  to  the  elderly,  the 
disabled,  and  the  blind  in  Puerto  Rico  would  come  to  an  approxi- 
mate amount  of  $400  million.  The  GAO  estimates  that  figure  at 
$376  million  in  a  report  issued  March  1  on  the  question  of  the 
status  of  Puerto  Rico.  So  of  course  you  will  realize,  Senator,  that 
we  are  being  short-changed  by  $376  million  or  $400  million  in  the 
SSI,  and  that  by  itself  creates  a  much  greater  burden  to  our  people 
and  then  going  to  the  food  stamp  program,  when  that  is  not  the 
situation  here  in  the  mainland. 

Senator  Leahy.  And,  Governor,  you  may  have  mentioned  this,  I 
had  to  step  out  for  a  moment,  but  if  you  were  required  to  go  to  the 
block  grant  program,  which  has  been  recommended  by  the  admin- 
istration, how  long  would  it  take  you  to  redesign  systems  to  sup- 
port the  block  grant  approach?  Could  you  do  that  by  this  summer? 
That  is  really  what  we  are  talking  about,  is  it  not? 

Governor  Romero.  No,  not  with  a  program  that  we  have  as  large 
in  Puerto  Rico.  We  have  about  500,000  families.  That  is  a  substan- 
tial number  and  it  would  be  impossible  to  organize  that  by  this 
summer.  Such  a  program  would  need  about  a  year  during  which 
you  would  have  to  phase  it  in.  You  would  have  to  start  by  jurisdic- 
tion, go  from  one  area  and  move  to  the  next  area.  The  planning 
and  execution  would  take  about  a  year,  no  less  than  that. 

Senator  Leahy.  In  the  meantime,  are  you  taking  steps  to  reduce 
the  dependence  on  food  stamps,  to  increase  employment?  I  think 
about  50  percent  of  the  people  in  Puerto  Rico  have  some  depend- 
ence on  food  stamps. 

Governor  Romero.  That  is  correct 

Senator  Leahy.  Of  course,  I  understand  the  question  of  SSI  and 
everything  else,  but  it  is  a  matter  of  some  concern. 

What  steps  are  being  taken  to  decrease  that  dependence  and 
increase  employment? 

Governor  Romero.  One  of  the  things  that  we  have  done  is  to 
strengthen  our  programs  in  agriculture;  diversify  and  modernize 
our  agriculture. 
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As  I  said,  we  are  coming  along  quite  well  in  that,  but  it  takes  a 
long  time  to  do  something  with  agriculture.  We  now  have,  as  I  said, 
for  the  first  time  in  many,  many  years,  an  increase  in  agricultural 
jobs. 

I  insisted  with  Congress  that  Puerto  Rico  should  come  under  the 
minimum  wage,  because  as  long  as  Puerto  Rico  is  not  under  the 
minimum  wage,  we  would  be  paying  wages  so  much  lower  than  the 
mainland  that  it  would  create  a  great  difference  of  income  levels 
between  people  in  Puerto  Rico  and  the  mainland,  which  would 
require  also  more  assistance  and  more  welfare. 

The  minimun  wage  in  turn  would  reduce  the  dependency  on 
welfare  and  other  assistance.  It  has  not  created  greater  unemploy- 
ment. As  a  matter  of  fact,  since  I  became  Governor,  we  decreased 
our  high  unemployment  from  26  percent  down  to  17  or  18  percent. 
But  as  you  can  see,  our  unemployment  is  still  very,  very  large.  The 
Nation  is  concerned  with  unemployment;  in  Michigan,  it  is  about 
14.2  percent. 

Through  the  industrial  promotion  program  we  are  bringing  more 
jobs  to  Puerto  Rico.  We  are  using  our  capital  improvements  pro- 
gram to  build  up  our  basic  infrastructure  which  in  turn  would 
further  stimulate  the  establishment  of  industry  and  commerce. 

We  we  have  obtained  permission  to  establish  a  free  trade  zone  in 
San  Juan.  We  are  establishing  an  international  center  to  provide 
service  jobs  and  Puerto  Rico  is  in  a  strategic  location  for  warehouse 
goods  to  be  distributed  throughout  the  Caribbean. 

Now,  this  will  further  stimulate  growth  and  jobs  in  Puerto  Rico. 
We  provided  special  incentives  to  service  industries  to  establish  in 
Puerto  Rico  and  to  provide  services  from  Puerto  Rico  to  Central 
America,  Latin  America,  and  the  Caribbean  Islands.  We  have  con- 
vinced them  that  Puerto  Rico  is  an  ideal  place  to  be  established 
because  there  they  can  recruit  the  bilingual  labor  force  or  bilingual 
resources  that  they  need.  To  sell  sophisticated  products  in  Latin 
America  it  would  be  much  better  to  have  the  base  of  operations  in 
Puerto  Rico. 

These  are  parts  of  the  promotions  that  we  are  carrying  on.  All  of 
these  things  take  a  long  time. 

I  think  we  have  been  providing  more  jobs  in  the  past  few  years 
than  we  have  had  people  coming  into  the  labor  force,  but  now,  with 
these  cuts  in  food  stamps,  and  of  course  as  I  mentioned  before,  to 
lessen  the  large  amount  being  pumped  into  the  economy  all  of  a 
sudden  would  create  additional  unemployment. 

Senator  Leahy.  In  fact,  if  you  had  a  25-percent  cut  in  that,  could 
you  both  feed  your  poor  and  try  to  revitalize  your  agricultural 
economy  at  the  same  time?  . 

Governor  Romero.  It  would  be  very  difficult,  Senator,  very  diffi- 
cult. 

Mr.  Corrada.  Senator,  I  would  like  to  add  two  points. 

One  is,  it  is  important  that  it  be  understood  that  although  slight- 
ly over  50  percent  of  the  people  in  Puerto  Rico  are  on  food  stamps, 
that  does  not  mean  that  they  are  solely  dependent  on  food  stamps. 
At  least  36  percent  of  those  in  Puerto  Rico  who  are  in  the  food 
stamp  program,  do  have  other  sources  of  income  and  they  receive 
food  stamps  essentially  because  they  are  in  the  condition  where 
their  salaries  are  not  enough  to  take  care  of  their  needs. 
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Second,  the  food  stamp  program  in  Puerto  Rico  has  been  stabi- 
lized. As  a  matter  of  fact,  1  year  ago,  there  were  1,850,000  people  in 
the  food  stamp  program;  as  of  March  1981,  that  came  down  to 
1,775,000,  or  a  drop  of  closely— of  close  to  75,000  people  in  the  food 
stamp  program.  So  the  program  now  has  grown  to  the  point  where, 
in  my  opinion,  it  has  been  stabilized;  and  there  should  not  be  a 
concern  that  there  will  be  a  greater  growth  but  rather,  as  the 
Governor's  policy  in  economic  development  and  agriculture  and 
diverse  education  have  time  to  be  tested  and,  of  course,  produce  the 
jobs  that  he  wants  to  produce,  I  believe  that  we  will  see  a  drop  in 
the  number  of  people  in  the  food  stamp  program  as  we  have 
already  seen  a  drop  of  75,000  people  for  the  last  year. 

Senator  Leahy.  Thank  you,  Mr.  Chairman. 

Senator  Pryor.  Mr.  Chairman,  may  I  ask  one  or  two  questions? 

Governor,  does  the  Puerto  Rican  government  have  any  welfare 
support  programs  which  provide  benefits  to  the  poor,  in  addition  to 
those  benefits  which  these  people  receive  from  the  food  stamp 
program? 

Governor  Romero.  We  have  in  Puerto  Rico,  the  Labor  Depart- 
ment and  Human  Resources,  the  Right  to  Work  Administration. 
This  administration  receives  funds  from  the  local  government  to 
provide  jobs  throughout  Puerto  Rico  to  those  people.  It  is  geared 
particularly  to  people  who  have  been  out  of  work  for  a  long  time  to 
bring  them  back  into  the  mainstream.  It  puts  up  some  funds  to 
meet  the  special  welfare  programs.  Matching  funds  usually  re- 
quired in  Puerto  Rico  have  been  50  percent,  although  matching 
funds  in  other  areas  have  been  lower. 

We  finally,  this  past  year,  got  the  AFDC  to  be  increased  to  $72 
million  with  a  Puerto  Rico  participation  match  of  only  25  percent. 
But  that  is  still  much  less  than  we  would  get  if  we  were  a  State.  So 
we  contribute  to  the  expenses,  we  continue  to  pay  the  expenses  of 
the  food  stamp  program  in  Puerto  Rico. 

Senator  Pryor.  But  you  have  no  direct  benefits  program  per  se 
that  Puerto  Rico  administers  to  the  poor  or  to  the  needy? 

Governor  Romero.  Partial  aid,  we  match  these  programs  with 
funds  for  the  disabled  or  the  blind.  We  put  in,  I  think,  $25  million, 
if  I  remember  correctly.  Then  we  have  funds  for  students  and 
public  schools  whose  families  could  not  afford  to  keep  them  there, 
even  in  public  schools,  because  of  their  need.  We  have  payments 
and  scholarships  for  students  in  institutions  of  higher  learning. 
Our  funds  are  limited.  There  is  another  area  where  we  also  are  not 
treated  the  same  way  as  the  rest  of  the  Nation,  and  we  suffer  very 
much  from  that,  and  that  is  in  medicaid.  For  medicaid,  Puerto  Rico 
has  been  receiving  $30  million  a  year  since  1971. 

If  Puerto  Rico  were  to  be  treated  as  a  State,  we  would  be  receiv- 
ing $166  million.  Yet,  on  the  other  side,  law  requires  that  because 
Puerto  Rico  is  receiving  Federal  funds,  that  we  give  the  same 
standards  of  treatment  that  are  required  under  Federal  laws  for 
medical  and  health  services.  We  also  have  to  put  up  a  lot  of  local 
funds  for  the  medicaid  services.  Since  the  Congress  handsomely 
sponsors  the  Legal  Services  of  Puerto  Rico  which  gets  about  4.6 
percent  of  the  program  of  the  total  Nation,  and  they  in  turn  are 
suing  us  to  provide  these  services.  They  get  funded  very  handsome- 
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ly  to  require  that  we  meet  the  Federal  standards,  yet  we  do  not 
receive  the  funds  to  meet  those  standards. 

Senator  Pryor.  It  appears  to  me,  in  just  some  rough  calculations, 
that  Puerto  Rico  is  receiving  about  10  percent  of  the  total  food 
stamp  dollars  in  the  program.  Roughly  $1  billion,  of  a  $10  billion 
program. 

Governor  Romero.  That  is  about  right,  Senator  Pryor.  As  the 
Resident  Commissioner  mentioned,  one  of  the  reasons  for  that  is 
also  because,  since  we  do  not  receive  the  same  funds  for  other 
programs  to  help  the  poor,  or  if  a  person  is  blind,  aged,  or  disabled, 
he  would  have  a  need  for  a  less  amount  than  food  stamps. 

Now,  by  not  receiving  that,  then  the  share  of  food  stamps  which 
he  gets  is  much  higher.  So  you  have  to  discount  that  in  order  to 
find  out  what  the  food  stamp  program  really  is  because  the  food 
stamp  program  is  substituting,  for  other  programs. 

Senator  Pryor.  I  think  that  is  all. 

The  Chairman.  Governor  and  Mr.  Commissioner,  we  appreciate 
your  being  here  and,  Governor,  you  and  I  have  had  a  conversation 
about  your  efforts,  which  I  commend,  to  tighten  up  the  program. 

Governor  Romero.  Yes,  sir. 

The  Chairman.  And  I  have  a  good  deal  of  information,  including 
a  number  of  letters  from  your  own  people  who  report  such  things 
as  food  stamps  being  used  to  purchase  drugs  and  play  the  horses 
and  that  sort  of  thing,  and  I  know  how  you  feel  about  that.  And  I 
think  it  would  be  helpful  for  you  to  assure  this  committee  that  you 
are  going  to  continue  your  vigilant  efforts  to  curb  that  sort  of 
thing. 

Governor  Romero.  Definitely.  I  do  not  think  it  does  any  good  for 
the  morale  of  the  people  of  Puerto  Rico  or  the  people  who  are  poor 
to  see  the  food  stamps  being  used  for  reasons  other  than  what  they 
are  meant  to  be  used,  and  we  will  be  strenuously  following  up  on 
those  abuses  and  misuses  of  the  food  stamp  program  or  any  other 
Federal  program. 

The  Chairman.  Nobody  knows  with  any  degree  of  certainty  what 
the  cost  of  the  fraud  and  abuse  and  waste  of  the  program,  either  in 
the  50  States  or  in  Puerto  Rico  or  anywhere  else,  but  we  all  do 
know  that  we  owe  it  to  the  people,  the  American  people,  to  cut  this 
out. 

Now,  I  could  recite  and  you  could,  too,  all  sorts  of  horror  stories, 
what  they  all  boil  down  to,  the  obligation,  responsibility  that  we  all 
have  to  limit  this  program  to  truly  needy. 

I  thank  you  for  being  here  and  commend  you  on  your  testimony. 

Governor  Romero.  Thank  you,  Mr.  Chairman.  Thank  you,  Sena- 
tors. 

The  Chairman.  Now,  we  will  move  along  in  our  agenda. 

Before  I  call  the  next  witness,  I  would  reiterate  the  time  rules 
which  are  essential  if  we  are  to  hear  from  all  of  the  witnesses 
whom  we  have  agreed  to  hear.  Each  witness  will  be  limited  to  10 
minutes,  each  Senator  will  be  limited  to  5  minutes  on  the  first 
round  of  questioning. 

With  that  understanding,  we  will  proceed,  and  I  might  add, 
Senator  Leahy,  that  Senators  will  have  the  opportunity  to  file 
questions  in  writing  in  prompt  order  to  receive  responses  in  writ- 
ing. 
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Senator  Leahy.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Our  next  witness  is  Dr.  Richard  Weisskoff  of 
Iowa  State  University  of  Ames,  Iowa. 

If  you  will  come  forward. 

The  doctor  says  he  has  to  assemble  some  visual  aids,  so  why  do 
we  not  stand  up  for  1   minute  and  see  if  our  legs  still  work. 

[Pause]. 

The  Chairman.  Dr.  Weisskoff,  if  you  will  identify  yourself  for  the 
record  and  if  you  will  proceed. 

STATEMENT  OF  DR.  RICHARD  WEISSKOFF,  IOWA  STATE 
UNIVERSITY,  AMES,  IOWA 

Dr.  Weisskoff.  My  name  is  Richard  Weisskoff,  and  my  acquaint- 
ance with  Puerto  Rico  began  in  1962.  Two  years  ago,  I  taught  as  a 
visiting  professor  at  the  University  of  Puerto  Rico,  and  then  I  lived 
8  months  and  researched  in  the  western  mountain  region  in  a  town 
called  Lares,  and  that,  gentlemen,  is  the  flag  of  the  municipality  of 
the  people  of  Lares,  the  Republic  of  Puerto  Rico.1 

I  left  Puerto  Rico  for  Washington  in  September  1980,  and  I  have 
been  employed  doing  a  study  on  the  impact  of  food  stamps  in 
Puerto  Rico  for  the  Food  and  Nutrition  Service. 

I  would  like  to  tell  you  about  food  stamps  in  Puerto  Rico. 

The  Chairman.  Please  do. 

Dr.  Weisskoff.  Puerto  Rico  has,  since  the  fifties,  followed  the 
wrong  development  policies,  and  these  have  resulted  in  the  current 
crisis.  The  extension  of  food  stamps  to  Puerto  Rico  in  1975  was 
inappropriate  to  the  needs  of  the  island.  Food  stamps  have  deep- 
ened the  crisis,  not  solved  it.  It  is  time  to  move  from  the  incorrect 
Eolicies  to  the  correct  ones,  and  these  I  will  outline  in  detail.  We 
ave  10  minutes? 

The  extension  of  food  stamps  to  Puerto  Rico  was  done  hastily. 
The  effect  has  been  economic  and  moral  disaster  for  Puerto  Rico. 
In  the  years  since  1975,  the  official  unemployment  rate  rose  from 
12  percent  to  nearly  20  percent  and  now  it  is  18  percent.  In  Puerto 
Rico  today,  only  a  third  of  adults  are  working.  That  means  two- 
thirds  are  not  working.  They  are  either  officially  unemployed  that 
is,  looking  for  work  and  cannot  find  it,  or  they  have  stopped 
looking  for  work  and  have  dropped  out  of  the  labor  force. 

When  food  stamps  were  introduced  into  Puerto  Rico,  the  price  of 
food  rose  18  percent. 

Now,  the  U.S.  census  of  agriculture  for  Puerto  Rico  indicates 
that  between  1974  and  1978 — food  stamps  came  in  in  1975 — culti- 
vated crop  lands  fell  by  20  percent.  The  banana  crop  fell  in  physi- 
cal terms  by  almost  80  percent.  Oranges  by  60  percent  [indicating 
on  map].  I  wanted  to  show  you  where  Puerto  Rico  was  in  a  second. 
It  is  far  away.  It  is  a  thousand  miles  from  Miami,  and  1,500  miles 
from  New  York.  It  is  a  small  island,  a  small  island  in  the  Caribbe- 
an, see,  out  here.  That  makes  it  difficult  to  know  what  is  going  on 
there.  It  makes  it  difficult  to  administer  programs  that  are  there. 

In  1950,  82  percent  of  all  Puerto  Rican  lands  was  in  farms.  By 
1978,  only  48  percent  of  its  land  remained  in  farms.  It  had  gone 
from  40  percent  of  its  labor  force  in  1950,  working  in  agriculture, 
and  by  1978  only  5  percent  of  its  labor  force  were  in  agriculture.  So 


1  See  p.  290  for  additional  material  supplied  by  Dr.  Weisskoff. 
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food  stamps  fills  Puerto  Rico  with  $800  million  a  year  of  easy 
money.  That  is  Puerto  Rico  on  $2  million  a  day.  It  is  paper  money, 
and  people  have  stopped  farming  their  land,  they  go  into  debt,  they 
rely  on  food  stamps,  black  marketeering,  and  casual  work  to  supply 
themselves  with  real  money  for  green  money. 

Now,  the  Government's  solution  has  been,  first,  to  seek  more 
Federal  funds,  never  taxing  its  own  industry  and  not  enforcing  its 
own  progressive  income  tax  on  its  own  wealthy.  Last  year,  for 
example,  the  Governor  announced  a  tax  cut  to  his  people  in  view  of 
his  own  operating  surplus;  that  is,  he  let  the  U.S.  taxpayer  pick  up 
the  tab  for  all  the  welfare  on  the  island. 

A  second  solution  has  been  for  Puerto  Rico  to  invest  in  expensive 
demonstration  projects  which  have  yielded  little  and  have  proved 
dangerous  to  the  delicate  ecology  [holding  article]. 

Now,  last  month,  New  York  Times  front  page,  Tuesday,  Febru- 
ary 17,  "Puerto  Rican  Agricultural  Woes  Reflect  Dangers  of  Rapid 
Growth."  It  is  an  examination  of  the  rice-growing  program  that  the 
Governor  just  spoke  about. 

Now,  to  cut  food  stamps  quickly  in  Puerto  Rico  does  mean  that 
many  families  are  likely — yes,  are  likely — to  send  a  son  or  daugh- 
ter to  the  United  States  to  seek  work  and  welfare.  And  for  those 
who  stay  in  Puerto  Rico,  there  may  well  be  an  increase  in  crime,  in 
theft,  and  the  further  collapse  of  social  order.  So  what  is  the 
solution?  Well,  stop  the  wrong  policies  and  start  the  correct  ones. 
The  goal  must  be  food  self-sufficiency,  so  that  there  is  no  longer  a 
need — or  a  desire — for  a  single  food  stamp. 

Now,  30  years  ago,  Nathan  Koenig,  who  was  an  Assistant  to  the 
U.S.  Secretary  of  Agriculture,  led  a  team  of  100  technicians  and,  in 
2  years,  produced  the  study  called  a  comprehensive  agricultural 
program  for  Puerto  Rico. 

Now,  in  this  report,  he  wrote — I  would  like  to  read  this  to  you, 
this  is  fantastic.  "It  is  on  the  farms  that  the  island's  basic  economic 
problems  must  be  dealt  with.  Diversifying  and  increasing  produc- 
tion for  local  needs  while,  at  the  same  time,  maximizing  economic 
production  for  exports 

"This  study  shows,"  Mr.  Koenig  writes,  "that  the  proposed  at- 
tainable production  would  yield  enough  food  to  meet  the  require- 
ments of  a  low-cost  adequate  diet  for  a  population  of  3  million 
people."  Well,  that  is  the  population  of  Puerto  Rico  today — he  was 
writing  this  in  1953 — "and  permits  production  in  food  imports." 

In  1970,  Mr.  Koenig  was  again  employed  by  the  Puerto  Rican 
government,  and  this  time  he  produced  a  report,  "The  Role  of 
Cooperatives  in  the  Production  and  Marketing  of  Vegetables  and 
Fruits."  Another  book  filled  with  plans  still  waiting  and  ready  to 
be  executed  tomorrow.  Both  plans,  by  the  way,  have  been  ignored. 

These  programs  must  be  updated  and  revised. 

On  March  15,  1981,  that  is,  yesterday,  I  went  and  interviewed 
Mr.  Koenig  in  his  home  in  Washington.  He  is  a  retired  economist. 
And  he  said  to  me  the  following:  "The  record  is  very  clear.  Without 
motivation  for  self-help,  all  this  is  useless.  You  can  study  this  thing 
to  death.  Pumping  more  money  is  not  going  to  solve  the  basic 
problem." 

Now,  what  is?  A  food  self-sufficiency  program  for  Puerto  Rico, 
that  I  am  suggesting,  would  consist  of  improving  the  already  exist- 
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would  like  to  pass  around.  They  have  gone  from  that  to  nothing. 
There  are  a  few  major  experiments  yet  in  which  they  use  machin- 
ery, but  they  are  actually  very  minimal,  token.  There  is  a  risky 
experiment. 

Senator  Leahy.  What  is  the  difference,  for  example,  today  from 
1950,  in  the  degree  of  mechanization,  in  using  machines  for  agricul- 
ture today,  as  compared  to  then? 

Dr.  Weisskoff.  You  see,  in  1950,  the  major  crop  was  sugarcane, 
which  was  cut  by  hand,  a  very  labor-intensive  technique. 

Senator  Leahy.  Is  that  the  only  way  you  can  cut  sugarcane? 

Dr.  Weisskoff.  No.  Where  is  our  Senator  from  Louisiana  and 
Florida?  It  is  cut  by  machines.  So  the  Puerto  Rican  government 
could  have  mechanized,  that  would  have  meant  disemploying 
people.  Instead  they  chose  not  to  mechanize,  I  will  use  that  word, 
and  instead  the  whole  crop  disappeared,  and  the  sugar  mills  have 
been  disassembled,  and  sold  to  Brazil  and  other  countries. 

Where  is  the  cane  cutter  today?  They  are  in  the  cities,  where 
they  are  picking  tomatoes,  that  is,  or  they  are  washing  dishes.  That 
is  where  the  cane  cutters  are,  or  they  are  very  old  people.  That 
whole  industry — I  will  show  you  on  the  map  [indicating]  it  is  on  the 
northern  lands  and  on  the  southern  lands. 

If  you  notice  that  the  mass  of  the  country  is  mountainous.  This  is 
a  mountainous  country,  and  now  30  percent  of  the  people  still  live 
in  the  mountains,  and  the  mountains  is  where  the  rainfall  is, 
provides  for  three  crops  a  year.  We  have  a  12-month  growing 
season,  which  means  in  certain  vegetables  and  grains  that  is  three 
to  four  crops,  if  they  are  transplanted,  so  it  has  tremendous  poten- 
tial. 

However,  it  is  hilly,  which  means  that  it  requires  a  lot  of  labor, 
and  you  can  get  several  crops  in  the  same  place,  like  a  bush  crop,  a 
root  crop,  all  growing  as  neighbors  on  the  same  land.  It  is  extraor- 
dinarily different  agriculture,  nothing  like — nothing  which  the  U.S. 
Department  of  Agriculture  has  ever  seen.  It  is  a  complicated,  his- 
torical agriculture,  and  it  requires  a  special  program.  It  does  not 
require  food  stamps.  It  requires  special  agricultural  programs, 
tropical  agriculture. 

Senator  Leahy.  I  have  one  last  question  in  my  time,  I  will  save  it 
for  the  next  go-around.  Because  this  has  been  an  interest  of  mine 
for  quite  some  number  of  years,  Mr.  Chairman.  Every  time  I  have 
gone  on  my  own,  either  to  Puerto  Rico  or  the  Virgin  Islands,  I  have 
talked  to  a  number  of  people,  nonprofessional^,  I  might  say,  to 
find  out  why  more  is  not  done  in  agriculture.  So  I  will  get  back  to 
it. 

One  last  question.  To  what  extent  has  there  been  encouragement 
from  those  sugarcane  producing  or  sugar  producing  States  on  the 
mainland,  what  extent  have  they  encouraged  the  dissolution  of 
sugarcane  production  in  Puerto  Rico? 

Dr.  Weisskoff.  OK,  that  is  good. 

Senator  Leahy.  Especially  when  they  are  going  to  have  to  com- 
pete with  a  highly  different  wage? 

Dr.  Weisskoff.  That  is  good.  I  will  answer  you  in  two  ways.  That 
question  ought  to  be  asked  about  citrus.  In  1950 

Senator  Leahy.  OK.  Add  citrus  to  it,  but  do  not  forget  to  get 
back  to  the  sugarcane. 
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Dr.  Weisskoff.  Sugarcane,  it  did  not  need  any  help  from  the  U.S. 
lobbies.  It  had  help  from  its  own  government,  which  neglected  a 
forward  looking  sugarcane  policy.  What  the  large  growers  did— 
they  went  out  of  business — was  to  go  to  the  government  and  say, 
"Take  our  lands."  The  government  buys  the  land,  the  families 
liquidate,  they  end  up  with  millions  of  dollars,  and  who  ends  up 
with  the  land?  The  government.  It  does  not  turn  them  over  to  the 
families  that  worked  that  land. 

I  would  say  that  the  Governor  of  Puerto  Rico  liquidated  its  own 
sugar  industry,  on  its  own,  and  you  could  talk  to  Mr.  Koenig  about 
his  own  story,  because  he  was  invited  in. 

Senator  Leahy.  And  the  citrus? 

Dr.  Weisskoff.  Citrus  is  another  story.  We  know  that  Florida 
citrus  is  grafted — it  does  not  grow  naturally  in  Florida.  It  had  to 
come  from  some  place.  I  have  some  oranges  and  tropical  fruits, 
that  once  the  industry  helped— that  is  one  the  Puerto  Rican  citrus 
industry  helped,  contributed  its  grafting  to  the  Florida  citrus.  It 
then  disappeared,  and  why  that  happened  I  do  not  really  know.  I 
think  you  and  I  would  have  to  do  some  researching  on  that  one. 

How  much  of  that  was  the  Florida  lobby,  or  the  Texas  lobby,  say, 
and  how  much  of  it  was  other  events  within  the  Puerto  Rican 
government,  not  protecting  its  own  industry— I  do  know  that 
people  are  not  eating  their  own  oranges,  but  they  are  eating  im- 
ported oranges. 

The  Chairman.  Senator  Zorinsky? 

Senator  Zorinsky.  Dr.  Weisskoff,  you  recommend  a  cessation  of 
food  stamps,  self-sufficiency  in  agricultural  production  in  Puerto 
Rico. 

Can  you  more  fully  explain  how  this  would  work?  Are  you  talk- 
ing about  a  transition  period,  are  you  talking  about  a  complete 
cessation  of  food  stamps,  or  are  you  talking  about  a  reduction  over 
a  period  of  years,  say  1  percent  per  year,  over  a  5  year  period? 

How  do  you  envision  this  taking  place? 

Dr.  Weisskoff.  That  is  a  good  question.  It  is  a  tough  one. 

Senator  Leahy.  We  only  ask  good  questions. 

Dr.  Weisskoff.  Food  stamps  have  been  in  Puerto  Rico  for  5 
years,  and  different  political  leaders  talk  never  of  phasing  it  out,  or 
phasing  it  out  over  10  years.  We  do  not  have  stories  of  malnutri- 
tion before  1975,  but  now  we  have  threats  of  massive  starvation  if 
it  is  phased  out.  It  cannot  be  just  undone  by  removing  it. 

The  answer  to  that  question  is  partly  technical,  that  is,  how  soon 
can  the  Governor  get  his  act  together,  and  get  agriculture  on  its 
feet  in  terms  of  planting,  using  all  the  resources  that  we  have,  in 
terms  of  studies.  We  do  not  need  another  2-year  study,  using  100 
technicians.  We  have  a  lot  of  studies. 

What  really  is  required  is  an  emergency  program,  and  then  let 
the  technicians  decide.  But  they  have  to  be  pushed  by  the  U.S. 
Congress.  Otherwise  they  will  say,  in  another  year,  "it  is  going  to 
take  3  or  4  years  to  get  this  thing  going."  That  is  my  point. 

Now,  my  proposal,  however,  was  6-months  planning,  1  year  in- 
tensive construction,  contouring,  planting,  irrigation,  draining  the 
lakes  of  the  silt,  filling  them  with  fish,  outfitting  a  fishing  fleet, 
green  belts  around  the  cities — start  that  in  1  year,  and  then  we 
will  be  able  to  see  whether  things  can  be  produced.  And  then  phase 
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out  food  stamps.  If  it  has  been  in  there  for  5  years,  it  should  be  out 
of  there  in  5  years. 

Senator  Zorinsky.  You  are  recommending  a  5-year  phaseout,  is 
that  what  you  are  saying? 

Dr.  Weisskoff.  I  think  that  a  responsible  answer  to  that  question 
has  two  answers.  One  is,  I  know  people  that  say,  "Cut  it  immedi- 
ately," that  is,  "give  us  a  chance  to  grow  our  own  food,  and  then 
get  rid  of  food  stamps  quickly." 

I  know  that  other  people  say,  "Give  us  3  years  to  do  it."  But  I,  in 
this  position,  I  would  say  3  years  is  a  good  number. 

Senator  Zorinsky.  Thank  you. 

I  am  trying  to  get  some  time  frame. 

Dr.  Weisskoff.  That  is  a  scientific  question  that  I  think,  one, 
when  we  get  down  to  work  in  agriculture,  really  gets  to  look  at 
that  island,  and  see  what  resources  have  not  been  eroded. 

Senator  Zorinsky.  As  a  followup  to  that,  using  the  base  period  of 
a  3-year  phaseout,  what  recommendations  would  you  make  now, 
based  on  your  best  knowledge  of  the  promiscuous  use  of  food 
stamps,  on  how  to  identify  people  as  to  the  validity  of  their  claims 
for  food  stamps?  Do  you  think  identification  cards,  with  finger- 
prints, and  things  of  that  nature  should  be  used? 

Dr.  Weisskoff.  What  do  you  mean  by  promiscuous  food  stamps? 

Senator  Zorinsky.  I  mean  those  that  are — I  am  not  talking  about 
Rita  Jenrette  using  food  stamps.  I  am  talking  about  people  who  are 
now  entitled  to  food  stamps. 

Dr.  Weisskoff.  You  mean  fraud  and  abuse? 

Senator  Zorinsky.  That  is  right. 

Dr.  Weisskoff.  I  would  say,  you  see,  that  is  the  kind  of  question 
that — I  will  tell  you  a  straight  answer. 

Senator  Zorinsky.  Got  any  other? 

Dr.  Weisskoff.  Yes.  You  see,  the  issue  of  fraud  and  abuse  is  not 
an  issue  of  Puerto  Rico.  I  mean  the  Governor  says  that  9  percent  is 
the  error  rate,  which  is  lower  than  other  areas  in  the  Atlantic 
region.  The  whole  program  is  fraudulent.  The  whole  program  is  in 
error.  It  should  not  be  there,  so  you  cannot  talk  about  what  the 
rate  of  promiscuous  use  is  in  a  program  that  is  not  appropriate  to 
that  island's  needs. 

I  mean  the  "promiscuous,"  "fraudulent,"  is  a  legal  question,  but 
we  are  talking  about  the  needs  of  the  people  to  survive. 

Senator  Zorinsky.  Well,  you  are  saying  that  the  whole  program 
is  fraudulent. 

Dr.  Weisskoff.  The  very  presence  of  the  U.S.  food  stamp  pro- 
gram in  Puerto  Rico  is  fraudulent. 

Senator  Zorinsky.  And  you  are  saying  we  should  support  a 
fraudulent  program  for  3  years? 

Dr.  Weisskoff.  I  am  saying  that  you  cannot  cripple  the  people, 
and  then  leave  them  in  the  middle  of  a  river,  and  say  swim  to 
shore. 

Senator  Zorinsky.  Well,  it  is  either  benefiting  some  people  who 
you  are  saying  we  cannot  live  without  the  food  stamps  or  it  is 
fraudulent  in  producing  a  counterproductive  effort  to  the  end 
result  of  becoming  self-sufficient. 

Dr.  Weisskoff.  They  are  both.  You  have  to  get  people.  We  have 
to  end  food  stamps  on  that  island,  not  by  cutting  it,  but  by  helping 
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Puerto  Rico  to  restore  family  farms  producing  food  for  their  own 
needs.  That  is  the  point. 

Senator  Zorinsky.  Do  you  feel  that  the  same  kind  of  logic  would 
pertain  to  the  disincentive  of  production  within  our  own  country? 

Dr.  Weisskoff.  I  cannot  speak  to  that  question.  I  know  Puerto 
Rico  and  I  know  it  well.  I  cannot  speak  about  that  at  this  time. 

Senator  Zorinsky.  Thank  you. 

Senator  Pryor.  Dr.  Weisskoff,  who  was  your  sponsor  in  Puerto 
Rico?  Was  it  the  University  of  Iowa? 

Dr.  Weisskoff.  No.  I  went  to  Puerto  Rico  on  leave  of  absence 
without  pay.  I  got  a  job  teaching  there 

Senator  Pryor.  How  long  were  you  in  Puerto  Rico? 

Dr.  Weisskoff.  I  was  there  a  total  of  2  years.  The  first  year  I 
worked  in  the  university.  The  second  year  I  left  because  students 
invited  me  to  the  mountain  town  of  Lares 

Senator  Pryor.  They  did  not  invite  you  to  leave,  they  just  invited 
you  to  participate? 

Dr.  Weisskoff.  The  university  did  not  renew  my  lectureship 
after  1  year. 

Senator  Pryor.  Doctor,  what  year  did  you  leave?  How  recently 
were  you  there? 

Dr.  Weisskoff.  I  went  in  September  of  1978. 1  taught  until  the— 
until  January  of  1980,  and  from  January  of  1980  until  September 
3, 1  lived  in  the  mountains  of  Puerto  Rico. 

Senator  Pryor.  These  are  recent  experiences  and  recent  facts 
that  you  bring  to  our  attention,  to  the  best  of  your  knowledge? 

Dr.  Weisskoff.  Yes. 

Senator  Pryor.  You  do  realize  that  your  testimony  is,  I  would 
think,  in  direct  contradiction  to  that  testimony  given  by  the  dele- 
gate from  Puerto  Rico  and  by  the  Governor  of  Puerto  Rico  that  you 
heard  a  few  moments  ago? 

Dr.  Weisskoff.  You  are  asking  me  if  I  do  realize  that? 

Senator  Pryor.  I  assume  you  do  realize  that. 

Dr.  Weisskoff.  Of  course.  That  is  why  I  am  here. 

Senator  Pryor.  Doctor,  I  would  like  to  ask  how  you  think  the 
land  being  acquired  by  the  government  has  affected  the  family 
farm  and,  much  of  this  land  has  been  acquired,  say,  in  the  past  5 
or  10  years  by  the  government?  I  am  trying  to  get  some  idea  of  a 
trend. 

Dr.  Weisskoff.  That  is  a  complicated  question  because  there  are 
two  types  of  land  holdings  in  Puerto  Rico.  This  is  important  to 
understand,  simply,  the  geography.  There  is  mountain  land.  It  is 
steep,  it  is  farmed  typically  in  3  to  50  acres  up  to  500  acres.  The 
land  on  the  coast,  however — when  Puerto  Rico  was  passed  from  the 
Spanish  to  the  Americans  after  the  Spanish-American  War — that 
land  was  begun  to  be  bought  by  American  corporations  in  large 
tracts.  Those  tracts,  there  was  some  attempts  in  the  forties  and 
fifties  to  break  them  up,  but  they  were  large  absentee  sugar  corpo- 
rations and  large  families.  When  these  families  and  corporations 
started  getting  out  of  sugar,  building  their  enterprises  in  the  Domi- 
nican Republic  or  Brazil,  they  began  abandoning  their  lands.  Some- 
times they  sold  it  for  urban  expansion.  Sometimes  they  gave  it 
back  to  the  government,  and  now  it  is  held  by  the  land  authority. 


Digitized  by 


Google 


26 

Senator  Pryor.  Does  the  land  authority  in  Puerto  Rico  hold  a 
majority  of  the  farmland  in  Puerto  Rico  at  this  time? 

Dr.  Weisskoff.  Yes.  I  asked  myself  that  question  last  night.  I 
looked  it  up  in  the  census,  that  is  the  Agriculture  Census,  and 
there  is  a  category  called  government-owned  land  and  there  is 
several  hundred  thousand  acres.  However — however,  I  am  not  sure 
about  the  different  10-year  arrangements  leased  to  farmers,  lands 
owned  by  farmers.  That  is  the  kind  of  question  you  should  ask  the 
Governor  and  his  staff. 

Senator  Pryor.  I  wish  he  was  still  here. 

What  type  of  program  does  the  government  of  Puerto  Rico  have 
to  teach  agriculture  or  to  teach  farming  to  those  individuals  or 
those  families  who  would  like  to  remain  on  the  farm  and  become 
producers? 

Dr.  Weisskoff.  OK.  There  are  two  main  university  centers;  the 
University  of  Puerto  Rico  is  an  academic  center  and  there  is  a 
University  in  Mayagtiez.  You  see  all  the  infrastructure  of  Ameri- 
can agriculture  is  there,  there,  that  is,  in  all  of  Puerto  Rico.  There 
is  a  land-grant  college  that  teaches  land  use.  It  happens  to  be  at 
the  extreme  end  of  the  island  on  the  coast,  not  in  the  mountains 
where  the  mass  of  small  farmers  are  located. 

Second,  by  the  time  the  person  gets  through  high  school  and 
wants  to  go  to  this  public  university,  which  requires  some  assets — 
not  every  small  farmer  gets  to  go  to  the  school.  There  are  schools — 
there  are  some  small  schools  that  the  government  has  established 
that  have  enrollments  of  200  to  300  students,  1-  or  2-year  colleges. 

Senator  Pryor.  Is  there  any  outreach  program  like  our  extension 
programs? 

Dr.  Weisskoff.  There  is  an  extension  service.  There  is  a  market- 
ing service.  There  is  Soil  Conservation,  U.S.  Forest  Service,  there  is 
plenty  of  money — not  plenty  of  money — there  is  an  experimental 
station  with  funds.  However,  I  would  say,  sir,  that  the  true  exten- 
sion workers  are  not  the  graduates,  are  not  the  agronomists  from 
these  universities,  but  they  are  the  old  farmers  that  could  take  any 
piece  of  land  and  make  things  grow  on  it  that  today  it  is  they  who 
should  be  teaching  the  young  people  how  to  farm,  not  some  univer- 
sity on  the  coast. 

Senator  Pryor.  My  time  has  expired,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Senator  Pryor. 

Basically  you  have  stated  a  cause  and  effect  scenario  here  this 
morning. 

Is  there  any  reason  to  doubt  that  to  varying  degrees,  amongst 
varying  circumstances,  the  same  cause  and  effect  would  apply  to 
any  of  the  States  of  the  Union? 

Dr.  Weisskoff.  Yes,  of  course.  Yes.  You  asked  me  is  there  any 
reason — let  me  see  if  I  have  got  the  question  right. 

Is  there  any  reason  to  doubt  that  the  same  cause  and  effect 
applies  to  the  States?  Yes.  You  see,  I  think  that  Puerto  Rico  is  in  a 
unique  agricultural  situation.  You  cannot  raise  four  crops  of  avoca- 
dos in  the  south  Bronx.  You  cannot  raise  food  in  your  State,  you 
just  cannot  12  months  a  year,  but  you  can  in  Puerto  Rico. 

Now,  there  are  areas  in  Puerto  Rico  that  are  asphalted  off  and, 
sure,  you  cannot  use  those.  But  with  that  kind  of  rainfall  and  sun 
and  land  that  is  still  available,  there  is  plenty  of  potential. 
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I  think  the  situation  in  the  United  States  is  very  different  and  I 
know  this  situation  very  well,  and  I  feel  competent  to  speak  to 
that,  and  less  so  about  our  own  situation. 

The  Chairman.  But  you  will  acknowledge  the  human  frailty  of 
not  working  when  you  really  do  not  have  to  work  is  applicable  to 
all  50  States? 

Dr.  Weisskoff.  The  human  frailty,  you  say? 

The  Chairman.  Yes. 

Dr.  Weisskoff.  Human  frailty  of  not  working  when? 

The  Chairman.  When  you  are  subsidized  to  the  extent  that  you 
really  do  not  have  to  work.  Now,  this  is  what  we  are  hearing  from 
all  over  the  country,  that  there  are  jobs  available,  farmers  in 
North  Carolina  say  that  they  cannot  get  help. 

Dr.  Weisskoff.  No,  I  am  not  saying  that  at  all.  Let  me  interrupt 
you. 

I  am  saying  that  there  is  no  work  opportunities  in  Puerto  Rico 
given  the  development  program. 

The  Chairman.  I  understand  that.  But  I  am  talking  about  the 
basic  human  attitudes. 

Dr.  Weisskoff.  Well,  I  know  about  that.  But  what  makes  me 
more  qualified  than  anyone  else  to  comment  on  that? 

The  Chairman.  You  are  apparently  qualified,  like  Tennyson 
Brook,  to  talk  about  the 

Dr.  Weisskoff.  Yes,  because  I  have  seen  the  livelihood  of  people 
cut  down,  and  I  walk  in  the  south  Bronx  in  the  last  few  weeks  and 
I  see  what  people  used  to  farm  in  the  mountains  can  do  or  cannot 
do  in  the  cities  of  the  United  States.  I  think  that  has  to  be  stopped 
and  that  is  where  I  am  prepared  to  testify. 

The  Chairman.  All  right.  Let  us  just  limit  it  to  the  agricultural 
order  in  the  United  States. 

We  have  been  informed  it  is  almost  impossible  to  get  labor. 

Dr.  Weisskoff.  At  what  price?  It  is  important,  because  if  you 
offer  me  6  bucks  an  hour,  I  will  pick  oranges  and  climb  trees.  If 
you  offer  me  25  cents  an  hour,  I  will  think  twice. 

The  Chairman.  Is  that  not  part  of  the  problem 

Dr.  Weisskoff.  That  is  between  me  and  the  employer. 

The  Chairman.  Do  you  really  think  you  are  being  responsive  to 
my  question? 

Dr.  Weisskoff.  I  am  not  sure  what  your  question  is. 

The  Chairman.  Oh,  yes,  you  do. 

I  do  not  want  to  knock  down  your  asphalt  question,  but  I  am 
saying  that  human  nature  is  pretty  much  the  same  whether  it  is  in 
Puerto  Rico  or  Mississippi  or  South  Carolina,  or  wherever,  and  I 
am  asking  you  simply,  sir,  is  that  not  part  of  the  problem? 

Dr.  Weisskoff.  I  know  it  is  human  nature  to  work  for  a  living.  I 
know  it  is  human  nature  to  work  responsibly  and  I  know  it  is 
human  nature  to  seek  jobs.  And  I  think  it  is  our  responsibility  to 
provide  decent  jobs  at  decent  wages  to  all  people  in  Puerto  Rico 
and  in  every  part  of  the  United  States. 

The  problem  is  in  jobs  and  decent  wages. 

The  Chairman.  Decent  wages  are  the  subjective  term. 

Dr.  Weisskoff.  That  is  between  the  worker  and  the  employer. 
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Senator  Leahy.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Our  next  witness  is  Dr.  Richard  Weisskoff  of 
Iowa  State  University  of  Ames,  Iowa. 

If  you  will  come  forward. 

The  doctor  says  he  has  to  assemble  some  visual  aids,  so  why  do 
we  not  stand  up  for   1  minute  and  see  if  our  legs  still  work. 

[Pause]. 

The  Chairman.  Dr.  Weisskoff,  if  you  will  identify  yourself  for  the 
record  and  if  you  will  proceed. 

STATEMENT  OF  DR.  RICHARD  WEISSKOFF,  IOWA  STATE 
UNIVERSITY,  AMES,  IOWA 

Dr.  Weisskoff.  My  name  is  Richard  Weisskoff,  and  my  acquaint- 
ance with  Puerto  Rico  began  in  1962.  Two  years  ago,  I  taught  as  a 
visiting  professor  at  the  University  of  Puerto  Rico,  and  then  I  lived 
8  months  and  researched  in  the  western  mountain  region  in  a  town 
called  Lares,  and  that,  gentlemen,  is  the  flag  of  the  municipality  of 
the  people  of  Lares,  the  Republic  of  Puerto  Rico.1 

I  left  Puerto  Rico  for  Washington  in  September  1980,  and  I  have 
been  employed  doing  a  study  on  the  impact  of  food  stamps  in 
Puerto  Rico  for  the  Food  and  Nutrition  Service. 

I  would  like  to  tell  you  about  food  stamps  in  Puerto  Rico. 

The  Chairman.  Please  do. 

Dr.  Weisskoff.  Puerto  Rico  has,  since  the  fifties,  followed  the 
wrong  development  policies,  and  these  have  resulted  in  the  current 
crisis.  The  extension  of  food  stamps  to  Puerto  Rico  in  1975  was 
inappropriate  to  the  needs  of  the  island.  Food  stamps  have  deep- 
ened the  crisis,  not  solved  it.  It  is  time  to  move  from  the  incorrect 
Eolicies  to  the  correct  ones,  and  these  I  will  outline  in  detail.  We 
ave  10  minutes? 

The  extension  of  food  stamps  to  Puerto  Rico  was  done  hastily. 
The  effect  has  been  economic  and  moral  disaster  for  Puerto  Rico. 
In  the  years  since  1975,  the  official  unemployment  rate  rose  from 
12  percent  to  nearly  20  percent  and  now  it  is  18  percent.  In  Puerto 
Rico  today,  only  a  third  of  adults  are  working.  That  means  two- 
thirds  are  not  working.  They  are  either  officially  unemployed  that 
is,  looking  for  work  and  cannot  find  it,  or  they  have  stopped 
looking  for  work  and  have  dropped  out  of  the  labor  force. 

When  food  stamps  were  introduced  into  Puerto  Rico,  the  price  of 
food  rose  18  percent. 

Now,  the  U.S.  census  of  agriculture  for  Puerto  Rico  indicates 
that  between  1974  and  1978 — food  stamps  came  in  in  1975— culti- 
vated crop  lands  fell  by  20  percent.  The  banana  crop  fell  in  physi- 
cal terms  by  almost  80  percent.  Oranges  by  60  percent  [indicating 
on  map].  I  wanted  to  show  you  where  Puerto  Rico  was  in  a  second. 
It  is  far  away.  It  is  a  thousand  miles  from  Miami,  and  1,500  miles 
from  New  York.  It  is  a  small  island,  a  small  island  in  the  Caribbe- 
an, see,  out  here.  That  makes  it  difficult  to  know  what  is  going  on 
there.  It  makes  it  difficult  to  administer  programs  that  are  there. 

In  1950,  82  percent  of  all  Puerto  Rican  lands  was  in  farms.  By 
1978,  only  48  percent  of  its  land  remained  in  farms.  It  had  gone 
from  40  percent  of  its  labor  force  in  1950,  working  in  agriculture, 
and  by  1978  only  5  percent  of  its  labor  force  were  in  agriculture.  So 


1  See  p.  290  for  additional  material  supplied  by  Dr.  Weisskoff. 
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food  stamps  fills  Puerto  Rico  with  $800  million  a  year  of  easy 
money.  That  is  Puerto  Rico  on  $2  million  a  day.  It  is  paper  money, 
and  people  have  stopped  farming  their  land,  they  go  into  debt,  they 
rely  on  food  stamps,  black  marketeering,  and  casual  work  to  supply 
themselves  with  read  money  for  green  money. 

Now,  the  Government's  solution  has  been,  first,  to  seek  more 
Federal  funds,  never  taxing  its  own  industry  and  not  enforcing  its 
own  progressive  income  tax  on  its  own  wealthy.  Last  year,  for 
example,  the  Governor  announced  a  tax  cut  to  his  people  in  view  of 
his  own  operating  surplus;  that  is,  he  let  the  U.S.  taxpayer  pick  up 
the  tab  for  all  the  welfare  on  the  island. 

A  second  solution  has  been  for  Puerto  Rico  to  invest  in  expensive 
demonstration  projects  which  have  yielded  little  and  have  proved 
dangerous  to  the  delicate  ecology  [holding  article]. 

Now,  last  month,  New  York  Times  front  page,  Tuesday,  Febru- 
ary 17,  "Puerto  Rican  Agricultural  Woes  Reflect  Dangers  of  Rapid 
Growth."  It  is  an  examination  of  the  rice-growing  program  that  the 
Governor  just  spoke  about. 

Now,  to  cut  food  stamps  quickly  in  Puerto  Rico  does  mean  that 
many  families  are  likely — yes,  are  likely — to  send  a  son  or  daugh- 
ter to  the  United  States  to  seek  work  and  welfare.  And  for  those 
who  stay  in  Puerto  Rico,  there  may  well  be  an  increase  in  crime,  in 
theft,  and  the  further  collapse  of  social  order.  So  what  is  the 
solution?  Well,  stop  the  wrong  policies  and  start  the  correct  ones. 
The  goal  must  be  food  self-sufficiency,  so  that  there  is  no  longer  a 
need — or  a  desire — for  a  single  food  stamp. 

Now,  30  years  ago,  Nathan  Koenig,  who  was  an  Assistant  to  the 
U.S.  Secretary  of  Agriculture,  led  a  team  of  100  technicians  and,  in 
2  years,  produced  the  study  called  a  comprehensive  agricultural 
program  for  Puerto  Rico. 

Now,  in  this  report,  he  wrote — I  would  like  to  read  this  to  you, 
this  is  fantastic.  "It  is  on  the  farms  that  the  island's  basic  economic 
problems  must  be  dealt  with.  Diversifying  and  increasing  produc- 
tion for  local  needs  while,  at  the  same  time,  maximizing  economic 
production  for  exports 

"This  study  shows,"  Mr.  Koenig  writes,  "that  the  proposed  at- 
tainable production  would  yield  enough  food  to  meet  the  require- 
ments of  a  low-cost  adequate  diet  for  a  population  of  3  million 
people."  Well,  that  is  the  population  of  Puerto  Rico  today — he  was 
writing  this  in  1953 — "and  permits  production  in  food  imports." 

In  1970,  Mr.  Koenig  was  again  employed  by  the  Puerto  Rican 
government,  and  this  time  he  produced  a  report,  "The  Role  of 
Cooperatives  in  the  Production  and  Marketing  of  Vegetables  and 
Fruits."  Another  book  filled  with  plans  still  waiting  and  ready  to 
be  executed  tomorrow.  Both  plans,  by  the  way,  have  been  ignored. 

These  programs  must  be  updated  and  revised. 

On  March  15,  1981,  that  is,  yesterday,  I  went  and  interviewed 
Mr.  Koenig  in  his  home  in  Washington.  He  is  a  retired  economist. 
And  he  said  to  me  the  following:  "The  record  is  very  clear.  Without 
motivation  for  self-help,  all  this  is  useless.  You  can  study  this  thing 
to  death.  Pumping  more  money  is  not  going  to  solve  the  basic 
problem." 

Now,  what  is?  A  food  self-sufficiency  program  for  Puerto  Rico, 
that  I  am  suggesting,  would  consist  of  improving  the  already  exist- 
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ing  small  farms,  building  green  belts  of  larger  cooperative  farms 
around  the  cities,  raising  form  prices  to  small  farmers  for  nutri- 
tious tropical  produce,  financing  the  system  of  irrigation  for  small 
farmers,  terracing  the  hills,  contouring,  plowing  with  small  instru- 
ments, and  emphasizing  the  nutritional  advantages  of  the  native 
diet. 

Now,  the  government  of  Puerto  Rico  must  also  immediately  halt 
the  fragmentation  and  speculation  in  farmland.  It  must  reduce  the 
importing  of  tropical  foods  from  other  Caribbean  islands  that  un- 
dercut local  producers.  It  must  also  appoint  an  an  ombudsman  for 
agriculture,  a  Puerto  Rican  trained  in  both  modern  and  traditional 
agriculture,  especially  in  tropical  agriculture,  and  it  is  time  for  the 
Commonwealth  of  Puerto  Rico  to  take  full  responsibility  for  its 
people  and  direct  its  energy  toward  food  self-sufficiency. 

Now,  what  is  the  time  schedule  for  this?  First  of  all,  no  cuts,  I 
would  say,  immediately  for  6  months,  while  the  government  com- 
pletes a  crash  program  to  update  and  revise  the  old  studies,  and 
find  out  from  the  small  farmer  what  he  and  she  needs. 

Second,  to  declare  a  temporary  emergency  tax  of  5  percent.  That 
is  not  much — in  the  net  income  of  that  industry  in  Puerto  Rico, 
which  is  currently  exempt  from  Federal  and  local  taxes.  So,  5 
percent  is  nothing.  This  would  generate  $170  million  a  year  to 
compensate  for  any  cuts  in  the  food  programs,  and  could  be  used  to 
build  food  sufficiency.  You  see,  after  30  years,  gentlemen,  of  tax- 
free  profits  let  industry  now  make  its  contribution  to  food  self- 
sufficiency. 

And  then  commence — after  the  planning — commence  1  year  of 
intensive  planting,  installation  of  irrigation  tubing,  construction, 
contouring,  cleaning,  and  restocking  the  inland  lakes,  refitting  fish- 
ing lakes,  preparing  seedlings  and  nurseries. 

And  then — in  the  second  through  the  fourth  years — phase  food 
stamps  out  in  Puerto  Rico,  by  linking  proposed  Federal  funds  and 
grants  to  support  for  the  small  family  farm,  producing  food  for  the 
native  diet,  and  to  the  taxation  of  profits  of  industry,  which  is 
currently  exempt  from  all  Federal  income  taxes.  This  program — 
this  program  would  put  the  Puerto  Rican  government  on  notice 
that  it  must  be  responsive  to  its  own  people's  needs  to  make  a 
decent  living  in  their  country  and  raise  their  own  food,  not  to  run 
to  Washington  year  in  and  year  out  with  the  bogeyman — in  Span- 
ish the  word  is  cuco — with  the  bogeyman  of  Communist  threats  or 
even  threats  of  mass  exile  of  its  own  people  to  the  Unitod  States. 

Puerto  Rico,  in  reality,  is  not — is  not — a  desperately  poor  island 
as  we  are  told  over  and  over  again.  It  is  simply  that  the  govern- 
ment of  Puerto  Rico  has  been  milking  the  Federal  Treasury  for 
billions  of  dollars  over  the  past  30  years  and,  in  so  doing,  has  led 
its  own  people  down  the  wrong  path.  Puerto  Rico  must  not  be 
nailed  upon  a  cross  of  dollars. 

The  Chairman.  Thank  you  very  much. 

Senator  Leahy? 

Senator  Leahy.  Thank  you,  Mr.  Chairman. 

Let  me  ask  you  a  question.  I  find  your  testimony  interesting 
when  you  talk  about  the  change  in  the  number  of  people  involved 
in  agriculture,  and  let  us  see  if  I  get  the  numbers  right,  from  1950 
to  1970  it  went  from  95  to  5  percent? 
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Dr.  Weisskoff.  No,  the  people  involved  in  agriculture,  it  is  40 
percent  of  the  labor  force.  Did  you  want  land  or  people? 

Senator  Leahy.  People  first. 

Dr.  Weisskoff.  People  is  40  percent  of  the  labor  force  in  1950.  It 
goes  to  5  percent  in  current  time,  maybe  3  percent  now. 

Senator  Leahy.  Now,  what  about  land  at  the  same  time? 

Dr.  Weisskoff.  Land,  the  statistics  we  have  from  the  agricultural 
census,  say  that  in  1950,  80  percent  of  all  of  the  land  of  Puerto  Rico 
was  classified  as  farmland — it  could  be  pasture,  it  could  be  crops. 
By  1978,  which  is  the  latest  agricultral  census  we  have,  it  is  42 
percent.  That  is  a  drop. 

Senator  Leahy.  Now,  is  that  land  classified,  or  is  the  land  actual- 
ly used,  for  agriculture? 

Dr.  Weisskoff.  No,  it  says  farmland. 

Now,  we  all  know  that  you  could  hold  farmland  as  speculation, 
you  could  graze  cattle. 

Senator  Leahy.  That  is  my  question.  How  much  of  the  land  in 
1950  is  actually  used  for  agricultural  purposes,  as  compared  to  how 
much  is  used  for  agricultural  purposes  now? 

Dr.  Weisskoff.  Right.  You  know,  we  do  not  have  that  statistic.  In 
1950,  that  is  blank.  They  started  asking  that  question  in  1959,  in 
the  census,  and  there  they  come  up  with  700,000  cuerdas — that  is, 
0.97  of  an  acre— compared  to  300,000. 

Senator  Leahy.  What  was  the  first  number? 

Dr.  Weisskoff.  In  1979  it  is  700,000,  and  then  in  1978  it  falls  to 
less  than  300,000.  This  is  cultivated  cropland.  Now,  this  is  also 
pasture,  aside  from  that.  The  cropland  falls  about  half. 

Senator  Leahy.  So  where  did  the  agricultural  land  go  to?  Did  it 
go  to  industrial  development,  or  did  it  go  to  the  Americans  in  San 
Juan?  Where  did  it  go? 

Dr.  Weisskoff.  That  is  a  good  question.  A  lot  of  it  went  nowhere. 
It  is  there.  I  have  two  slide  projectors  that  do  not  work  today,  but 
it  is  there,  and  not  used,  that  is  the  land  has  been  abandoned. 

Senator  Leahy.  Is  the  census  wrong,  or  are  they  using  two  differ- 
ent figures?  I  do  not  understand.  If  it  is  still  there,  how  can  the 
figures  change? 

Dr.  Weisskoff.  You  take  a  farm  out  of  cultivation,  you  leave  it, 
you  graze  your  cattle  on  it,  you  get  your  tax  writeoff.  There  is 
certain  land,  if  it  is  farmland,  but  it  is  not  cultivated.  Everyone 
wants  to  own  a  farm,  that  is  the  splitting  up,  the  selling  of  farms 
to  people.  So  that  every  professor  at  the  university — not  every — but 
they  have  a  little  farm,  and  they  go  there  on  the  weekends,  that  is 
classified  as  farmland. 

Senator  Leahy.  But  that  would  still  be  considered  within  the 
statistics? 

Dr.  Weisskoff.  Right,  but  there  is  an  abandonment  of  land. 

Senator  Leahy.  That  is  probably  similar  to  what  we  are  seeing  in 
other  parts  of  our  country,  on  the  mainland,  how  much  of  that 
agricultural  labor  force — trie  decrease — how  much  of  that  reflects, 
for  example,  the  change  from  a  very  labor  intensive  type  of  agricul- 
ture to  a  mechanized  energy  intensive  type  of  agriculture. 

Dr.  Weisskoff.  Yes,  that  is  a  good  question,  and  that  is  the  point, 
they  have  gone  from  a  labor  intensive,  which  was  sugar,  tobacco, 
plus  the  root  crops.  I  think  we  have  some  examples  of  crops  that  I 
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would  like  to  pass  around.  They  have  gone  from  that  to  nothing. 
There  are  a  few  major  experiments  yet  in  which  they  use  machin- 
ery, but  they  are  actually  very  minimal,  token.  There  is  a  risky 
experiment. 

Senator  Leahy.  What  is  the  difference,  for  example,  today  from 
1950,  in  the  degree  of  mechanization,  in  using  machines  for  agricul- 
ture today,  as  compared  to  then? 

Dr.  Weisskoff.  You  see,  in  1950,  the  major  crop  was  sugarcane, 
which  was  cut  by  hand,  a  very  labor-intensive  technique. 

Senator  Leahy.  Is  that  the  only  way  you  can  cut  sugarcane? 

Dr.  Weisskoff.  No.  Where  is  our  Senator  from  Louisiana  and 
Florida?  It  is  cut  by  machines.  So  the  Puerto  Rican  government 
could  have  mechanized,  that  would  have  meant  disemploying 
people.  Instead  they  chose  not  to  mechanize,  I  will  use  that  word, 
and  instead  the  whole  crop  disappeared,  and  the  sugar  mills  have 
been  disassembled,  and  sold  to  Brazil  and  other  countries. 

Where  is  the  cane  cutter  today?  They  are  in  the  cities,  where 
they  are  picking  tomatoes,  that  is,  or  they  are  washing  dishes.  That 
is  where  the  cane  cutters  are,  or  they  are  very  old  people.  That 
whole  industry — I  will  show  you  on  the  map  [indicating]  it  is  on  the 
northern  lands  and  on  the  southern  lands. 

If  you  notice  that  the  mass  of  the  country  is  mountainous.  This  is 
a  mountainous  country,  and  now  30  percent  of  the  people  still  live 
in  the  mountains,  and  the  mountains  is  where  the  rainfall  is, 
provides  for  three  crops  a  year.  We  have  a  12-month  growing 
season,  which  means  in  certain  vegetables  and  grains  that  is  three 
to  four  crops,  if  they  are  transplanted,  so  it  has  tremendous  poten- 
tial. 

However,  it  is  hilly,  which  means  that  it  requires  a  lot  of  labor, 
and  you  can  get  several  crops  in  the  same  place,  like  a  bush  crop,  a 
root  crop,  all  growing  as  neighbors  on  the  same  land.  It  is  extraor- 
dinarily different  agriculture,  nothing  like — nothing  which  the  U.S. 
Department  of  Agriculture  has  ever  seen.  It  is  a  complicated,  his- 
torical agriculture,  and  it  requires  a  special  program.  It  does  not 
require  food  stamps.  It  requires  special  agricultural  programs, 
tropical  agriculture. 

Senator  Leahy.  I  have  one  last  question  in  my  time,  I  will  save  it 
for  the  next  go-around.  Because  this  has  been  an  interest  of  mine 
for  quite  some  number  of  years,  Mr.  Chairman.  Every  time  I  have 
gone  on  my  own,  either  to  Puerto  Rico  or  the  Virgin  Islands,  I  have 
talked  to  a  number  of  people,  nonprofessional^,  I  might  say,  to 
find  out  why  more  is  not  done  in  agriculture.  So  I  will  get  back  to 
it. 

One  last  question.  To  what  extent  has  there  been  encouragement 
from  those  sugarcane  producing  or  sugar  producing  States  on  the 
mainland,  what  extent  have  they  encouraged  the  dissolution  of 
sugarcane  production  in  Puerto  Rico? 

Dr.  Weisskoff.  OK,  that  is  good. 

Senator  Leahy.  Especially  when  they  are  going  to  have  to  com- 
pete with  a  highly  different  wage? 

Dr.  Weisskoff.  That  is  good.  I  will  answer  you  in  two  ways.  That 
question  ought  to  be  asked  about  citrus.  In  1950 

Senator  Leahy.  OK.  Add  citrus  to  it,  but  do  not  forget  to  get 
back  to  the  sugarcane. 
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Dr.  Weisskoff.  Sugarcane,  it  did  not  need  any  help  from  the  U.S. 
lobbies.  It  had  help  from  its  own  government,  which  neglected  a 
forward  looking  sugarcane  policy.  What  the  large  growers  did — 
they  went  out  of  business — was  to  go  to  the  government  and  say, 
"Take  our  lands/'  The  government  buys  the  land,  the  families 
liquidate,  they  end  up  with  millions  of  dollars,  and  who  ends  up 
with  the  land?  The  government.  It  does  not  turn  them  over  to  the 
families  that  worked  that  land. 

I  would  say  that  the  Governor  of  Puerto  Rico  liquidated  its  own 
sugar  industry,  on  its  own,  and  you  could  talk  to  Mr.  Koenig  about 
his  own  story,  because  he  was  invited  in. 

Senator  Leahy.  And  the  citrus? 

Dr.  Weisskoff.  Citrus  is  another  story.  We  know  that  Florida 
citrus  is  grafted — it  does  not  grow  naturally  in  Florida.  It  had  to 
come  from  some  place.  I  have  some  oranges  and  tropical  fruits, 
that  once  the  industry  helped— that  is  one  the  Puerto  Rican  citrus 
industry  helped,  contributed  its  grafting  to  the  Florida  citrus.  It 
then  disappeared,  and  why  that  happened  I  do  not  really  know.  I 
think  you  and  I  would  have  to  do  some  researching  on  that  one. 

How  much  of  that  was  the  Florida  lobby,  or  the  Texas  lobby,  say, 
and  how  much  of  it  was  other  events  within  the  Puerto  Rican 
government,  not  protecting  its  own  industry — I  do  know  that 
people  are  not  eating  their  own  oranges,  but  they  are  eating  im- 
ported oranges. 

The  Chairman.  Senator  Zorinsky? 

Senator  Zorinsky.  Dr.  Weisskoff,  you  recommend  a  cessation  of 
food  stamps,  self-sufficiency  in  agricultural  production  in  Puerto 
Rico. 

Can  you  more  fully  explain  how  this  would  work?  Are  you  talk- 
ing about  a  transition  period,  are  you  talking  about  a  complete 
cessation  of  food  stamps,  or  are  you  talking  about  a  reduction  over 
a  period  of  years,  say  1  percent  per  year,  over  a  5  year  period? 

How  do  you  envision  this  taking  place? 

Dr.  Weisskoff.  That  is  a  good  question.  It  is  a  tough  one. 

Senator  Leahy.  We  only  ask  good  questions. 

Dr.  Weisskoff.  Food  stamps  have  been  in  Puerto  Rico  for  5 
years,  and  different  political  leaders  talk  never  of  phasing  it  out,  or 
phasing  it  out  over  10  years.  We  do  not  have  stories  of  malnutri- 
tion before  1975,  but  now  we  have  threats  of  massive  starvation  if 
it  is  phased  out.  It  cannot  be  just  undone  by  removing  it. 

The  answer  to  that  question  is  partly  technical,  that  is,  how  soon 
can  the  Governor  get  his  act  together,  and  get  agriculture  on  its 
feet  in  terms  of  planting,  using  all  the  resources  that  we  have,  in 
terms  of  studies.  We  do  not  need  another  2-year  study,  using  100 
technicians.  We  have  a  lot  of  studies. 

What  really  is  required  is  an  emergency  program,  and  then  let 
the  technicians  decide.  But  they  have  to  be  pushed  by  the  U.S. 
Congress.  Otherwise  they  will  say,  in  another  year,  "it  is  going  to 
take  3  or  4  years  to  get  this  thing  going."  That  is  my  point. 

Now,  my  proposal,  however,  was  6-months  planning,  1  year  in- 
tensive construction,  contouring,  planting,  irrigation,  draining  the 
lakes  of  the  silt,  filling  them  with  fish,  outfitting  a  fishing  fleet, 
green  belts  around  the  cities — start  that  in  1  year,  and  then  we 
will  be  able  to  see  whether  things  can  be  produced.  And  then  phase 
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out  food  stamps.  If  it  has  been  in  there  for  5  years,  it  should  be  out 
of  there  in  5  years. 

Senator  Zorinsky.  You  are  recommending  a  5-year  phaseout,  is 
that  what  you  are  saying? 

Dr.  Weisskopp.  I  think  that  a  responsible  answer  to  that  question 
has  two  answers.  One  is,  I  know  people  that  say,  "Cut  it  immedi- 
ately/' that  is,  "give  us  a  chance  to  grow  our  own  food,  and  then 
get  rid  of  food  stamps  quickly." 

I  know  that  other  people  say,  "Give  us  3  years  to  do  it."  But  I,  in 
this  position,  I  would  say  3  years  is  a  good  number. 

Senator  Zorinsky.  Thank  you. 

I  am  trying  to  get  some  time  frame. 

Dr.  Weisskoff.  That  is  a  scientific  question  that  I  think,  one, 
when  we  get  down  to  work  in  agriculture,  really  gets  to  look  at 
that  island,  and  see  what  resources  have  not  been  eroded. 

Senator  Zorinsky.  As  a  followup  to  that,  using  the  base  period  of 
a  3-year  phaseout,  what  recommendations  would  you  make  now, 
based  on  your  best  knowledge  of  the  promiscuous  use  of  food 
stamps,  on  how  to  identify  people  as  to  the  validity  of  their  claims 
for  food  stamps?  Do  you  think  identification  cards,  with  finger- 
prints, and  things  of  that  nature  should  be  used? 

Dr.  Weisskoff.  What  do  you  mean  by  promiscuous  food  stamps? 

Senator  Zorinsky.  I  mean  those  that  are — I  am  not  talking  about 
Rita  Jenrette  using  food  stamps.  I  am  talking  about  people  who  are 
now  entitled  to  food  stamps. 

Dr.  Weisskoff.  You  mean  fraud  and  abuse? 

Senator  Zorinsky.  That  is  right. 

Dr.  Weisskoff.  I  would  say,  you  see,  that  is  the  kind  of  question 
that— I  will  tell  you  a  straight  answer. 

Senator  Zorinsky.  Got  any  other? 

Dr.  Weisskoff.  Yes.  You  see,  the  issue  of  fraud  and  abuse  is  not 
an  issue  of  Puerto  Rico.  I  mean  the  Governor  says  that  9  percent  is 
the  error  rate,  which  is  lower  than  other  areas  in  the  Atlantic 
region.  The  whole  program  is  fraudulent.  The  whole  program  is  in 
error.  It  should  not  be  there,  so  you  cannot  talk  about  what  the 
rate  of  promiscuous  use  is  in  a  program  that  is  not  appropriate  to 
that  island's  needs. 

I  mean  the  "promiscuous,"  "fraudulent,"  is  a  legal  question,  but 
we  are  talking  about  the  needs  of  the  people  to  survive. 

Senator  Zorinsky.  Well,  you  are  saying  that  the  whole  program 
is  fraudulent. 

Dr.  Weisskoff.  The  very  presence  of  the  U.S.  food  stamp  pro- 
gram in  Puerto  Rico  is  fraudulent. 

Senator  Zorinsky.  And  you  are  saying  we  should  support  a 
fraudulent  program  for  3  years? 

Dr.  Weisskoff.  I  am  saying  that  you  cannot  cripple  the  people, 
and  then  leave  them  in  the  middle  of  a  river,  and  say  swim  to 
shore. 

Senator  Zorinsky.  Well,  it  is  either  benefiting  some  people  who 
you  are  saying  we  cannot  live  without  the  food  stamps  or  it  is 
fraudulent  in  producing  a  counterproductive  effort  to  the  end 
result  of  becoming  self-sufficient. 

Dr.  Weisskoff.  They  are  both.  You  have  to  get  people.  We  have 
to  end  food  stamps  on  that  island,  not  by  cutting  it,  but  by  helping 
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Puerto  Rico  to  restore  family  farms  producing  food  for  their  own 
needs.  That  is  the  point. 

Senator  Zorinsky.  Do  you  feel  that  the  same  kind  of  logic  would 
pertain  to  the  disincentive  of  production  within  our  own  country? 

Dr.  Weisskoff.  I  cannot  speak  to  that  question.  I  know  Puerto 
Rico  and  I  know  it  well.  I  cannot  speak  about  that  at  this  time. 

Senator  Zorinsky.  Thank  you. 

Senator  Pryor.  Dr.  Weisskoff,  who  was  your  sponsor  in  Puerto 
Rico?  Was  it  the  University  of  Iowa? 

Dr.  Weisskoff.  No.  I  went  to  Puerto  Rico  on  leave  of  absence 
without  pay.  I  got  a  job  teaching  there 

Senator  Pryor.  How  long  were  you  in  Puerto  Rico? 

Dr.  Weisskoff.  I  was  there  a  total  of  2  years.  The  first  year  I 
worked  in  the  university.  The  second  year  I  left  because  students 
invited  me  to  the  mountain  town  of  Lares 

Senator  Pryor.  They  did  not  invite  you  to  leave,  they  just  invited 
you  to  participate? 

Dr.  Weisskoff.  The  university  did  not  renew  my  lectureship 
after  1  year. 

Senator  Pryor.  Doctor,  what  year  did  you  leave?  How  recently 
were  you  there? 

Dr.  Weisskoff.  I  went  in  September  of  1978. 1  taught  until  the— 
until  January  of  1980,  and  from  January  of  1980  until  September 
3, 1  lived  in  the  mountains  of  Puerto  Rico. 

Senator  Pryor.  These  are  recent  experiences  and  recent  facts 
that  you  bring  to  our  attention,  to  the  best  of  your  knowledge? 

Dr.  Weisskoff.  Yes. 

Senator  Pryor.  You  do  realize  that  your  testimony  is,  I  would 
think,  in  direct  contradiction  to  that  testimony  given  by  the  dele- 
gate from  Puerto  Rico  and  by  the  Governor  of  Puerto  Rico  that  you 
heard  a  few  moments  ago? 

Dr.  Weisskoff.  You  are  asking  me  if  I  do  realize  that? 

Senator  Pryor.  I  assume  you  do  realize  that. 

Dr.  Weisskoff.  Of  course.  That  is  why  I  am  here. 

Senator  Pryor.  Doctor,  I  would  like  to  ask  how  you  think  the 
land  being  acquired  by  the  government  has  affected  the  family 
farm  and,  much  of  this  land  has  been  acquired,  say,  in  the  past  5 
or  10  years  by  the  government?  I  am  trying  to  get  some  idea  of  a 
trend. 

Dr.  Weisskoff.  That  is  a  complicated  question  because  there  are 
two  types  of  land  holdings  in  Puerto  Rico.  This  is  important  to 
understand,  simply,  the  geography.  There  is  mountain  land.  It  is 
steep,  it  is  farmed  typically  in  3  to  50  acres  up  to  500  acres.  The 
land  on  the  coast,  however — when  Puerto  Rico  was  passed  from  the 
Spanish  to  the  Americans  after  the  Spanish-American  War — that 
land  was  begun  to  be  bought  by  American  corporations  in  large 
tracts.  Those  tracts,  there  was  some  attempts  in  the  forties  and 
fifties  to  break  them  up,  but  they  were  large  absentee  sugar  corpo- 
rations and  large  families.  When  these  families  and  corporations 
started  getting  out  of  sugar,  building  their  enterprises  in  the  Domi- 
nican Republic  or  Brazil,  they  began  abandoning  their  lands.  Some- 
times they  sold  it  for  urban  expansion.  Sometimes  they  gave  it 
back  to  the  government,  and  now  it  is  held  by  the  land  authority. 
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Senator  Pryor.  Does  the  land  authority  in  Puerto  Rico  hold  a 
majority  of  the  farmland  in  Puerto  Rico  at  this  time? 

Dr.  Weisskoff.  Yes.  I  asked  myself  that  question  last  night.  I 
looked  it  up  in  the  census,  that  is  the  Agriculture  Census,  and 
there  is  a  category  called  government-owned  land  and  there  is 
several  hundred  thousand  acres.  However — however,  I  am  not  sure 
about  the  different  10-year  arrangements  leased  to  farmers,  lands 
owned  by  farmers.  That  is  the  kind  of  question  you  should  ask  the 
Governor  and  his  staff. 

Senator  Pryor.  I  wish  he  was  still  here. 

What  type  of  program  does  the  government  of  Puerto  Rico  have 
to  teach  agriculture  or  to  teach  farming  to  those  individuals  or 
those  families  who  would  like  to  remain  on  the  farm  and  become 
producers? 

Dr.  Weisskoff.  OK.  There  are  two  main  university  centers;  the 
University  of  Puerto  Rico  is  an  academic  center  and  there  is  a 
University  in  Mayagiiez.  You  see  all  the  infrastructure  of  Ameri- 
can agriculture  is  there,  there,  that  is,  in  all  of  Puerto  Rico.  There 
is  a  land-grant  college  that  teaches  land  use.  It  happens  to  be  at 
the  extreme  end  of  the  island  on  the  coast,  not  in  the  mountains 
where  the  mass  of  small  farmers  are  located. 

Second,  by  the  time  the  person  gets  through  high  school  and 
wants  to  go  to  this  public  university,  which  requires  some  assets — 
not  every  small  farmer  gets  to  go  to  the  school.  There  are  schools — 
there  are  some  small  schools  that  the  government  has  established 
that  have  enrollments  of  200  to  300  students,  1-  or  2-year  colleges. 

Senator  Pryor.  Is  there  any  outreach  program  like  our  extension 
programs? 

Dr.  Weisskoff.  There  is  an  extension  service.  There  is  a  market- 
ing service.  There  is  Soil  Conservation,  U.S.  Forest  Service,  there  is 
plenty  of  money — not  plenty  of  money — there  is  an  experimental 
station  with  funds.  However,  I  would  say,  sir,  that  the  true  exten- 
sion workers  are  not  the  graduates,  are  not  the  agronomists  from 
these  universities,  but  they  are  the  old  farmers  that  could  take  any 
piece  of  land  and  make  things  grow  on  it  that  today  it  is  they  who 
should  be  teaching  the  young  people  how  to  farm,  not  some  univer- 
sity on  the  coast. 

Senator  Pryor.  My  time  has  expired,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Senator  Pryor. 

Basically  you  have  stated  a  cause  and  effect  scenario  here  this 
morning. 

Is  there  any  reason  to  doubt  that  to  varying  degrees,  amongst 
varying  circumstances,  the  same  cause  and  effect  would  apply  to 
any  of  the  States  of  the  Union? 

Dr.  Weisskoff.  Yes,  of  course.  Yes.  You  asked  me  is  there  any 
reason — let  me  see  if  I  have  got  the  question  right. 

Is  there  any  reason  to  doubt  that  the  same  cause  and  effect 
applies  to  the  States?  Yes.  You  see,  I  think  that  Puerto  Rico  is  in  a 
unique  agricultural  situation.  You  cannot  raise  four  crops  of  avoca- 
dos in  the  south  Bronx.  You  cannot  raise  food  in  your  State,  you 
just  cannot  12  months  a  year,  but  you  can  in  Puerto  Rico. 

Now,  there  are  areas  in  Puerto  Rico  that  are  asphalted  off  and, 
sure,  you  cannot  use  those.  But  with  that  kind  of  rainfall  and  sun 
and  land  that  is  still  available,  there  is  plenty  of  potential. 


Digitized  by 


Google 


27 

I  think  the  situation  in  the  United  States  is  very  different  and  I 
know  this  situation  very  well,  and  I  feel  competent  to  speak  to 
that,  and  less  so  about  our  own  situation. 

The  Chairman.  But  you  will  acknowledge  the  human  frailty  of 
not  working  when  you  really  do  not  have  to  work  is  applicable  to 
all  50  States? 

Dr.  Weisskoff.  The  human  frailty,  you  say? 

The  Chairman.  Yes. 

Dr.  Weisskoff.  Human  frailty  of  not  working  when? 

The  Chairman.  When  you  are  subsidized  to  the  extent  that  you 
really  do  not  have  to  work.  Now,  this  is  what  we  are  hearing  from 
all  over  the  country,  that  there  are  jobs  available,  farmers  in 
North  Carolina  say  that  they  cannot  get  help. 

Dr.  Weisskoff.  No,  I  am  not  saying  that  at  all.  Let  me  interrupt 
you. 

I  am  saying  that  there  is  no  work  opportunities  in  Puerto  Rico 
given  the  development  program. 

The  Chairman.  I  understand  that.  But  I  am  talking  about  the 
basic  human  attitudes. 

Dr.  Weisskoff.  Well,  I  know  about  that.  But  what  makes  me 
more  qualified  than  anyone  else  to  comment  on  that? 

The  Chairman.  You  are  apparently  qualified,  like  Tennyson 
Brook,  to  talk  about  the 

Dr.  Weisskoff.  Yes,  because  I  have  seen  the  livelihood  of  people 
cut  down,  and  I  walk  in  the  south  Bronx  in  the  last  few  weeks  and 
I  see  what  people  used  to  farm  in  the  mountains  can  do  or  cannot 
do  in  the  cities  of  the  United  States.  I  think  that  has  to  be  stopped 
and  that  is  where  I  am  prepared  to  testify. 

The  Chairman.  All  right.  Let  us  just  limit  it  to  the  agricultural 
order  in  the  United  States. 

We  have  been  informed  it  is  almost  impossible  to  get  labor. 

Dr.  Weisskoff.  At  what  price?  It  is  important,  because  if  you 
offer  me  6  bucks  an  hour,  I  will  pick  oranges  and  climb  trees.  If 
you  offer  me  25  cents  an  hour,  I  will  think  twice. 

The  Chairman.  Is  that  not  part  of  the  problem 

Dr.  Weisskoff.  That  is  between  me  and  the  employer. 

The  Chairman.  Do  you  really  think  you  are  being  responsive  to 
my  question? 

Dr.  Weisskoff.  I  am  not  sure  what  your  question  is. 

The  Chairman.  Oh,  yes,  you  do. 

I  do  not  want  to  knock  down  your  asphalt  question,  but  I  am 
saying  that  human  nature  is  pretty  much  the  same  whether  it  is  in 
Puerto  Rico  or  Mississippi  or  South  Carolina,  or  wherever,  and  I 
am  asking  you  simply,  sir,  is  that  not  part  of  the  problem? 

Dr.  Weisskoff.  I  know  it  is  human  nature  to  work  for  a  living.  I 
know  it  is  human  nature  to  work  responsibly  and  I  know  it  is 
human  nature  to  seek  jobs.  And  I  think  it  is  our  responsibility  to 
provide  decent  jobs  at  decent  wages  to  all  people  in  Puerto  Rico 
and  in  every  part  of  the  United  States. 

The  problem  is  in  jobs  and  decent  wages. 

The  Chairman.  Decent  wages  are  the  subjective  term. 

Dr.  Weisskoff.  That  is  between  the  worker  and  the  employer. 


Digitized  by 


Google 


28 

The  Chairman.  And  if  he  decides  that  he  is  getting  what  he 
needs  free  from  the  government,  then  the  inclination  persists  that 
he  need  not  make  all  that  much  effort. 

Dr.  Weisskoff.  Yes,  the  people  that  I  know. 

The  Chairman.  Is  that  not  right? 

Dr.  Weisskoff.  Yes.  The  people  I  know,  sir,  say,  "I  am  not  going 
to  take  food  stamps,  but  I  am  not  going  to  work  for  that  wage.  I  am 
going  to  go  find  something  else." 

The  Chairman.  Well,  you  travel  around  in  exclusive  circles,  you 
do  not  harvest  crops,  you  are  an  academician. 

Dr.  Weisskoff.  In  Puerto  Rico  I  harvested  a  crop,  yes,  coffee  and 
oranges.  I  sold  them  in  Puerto  Rico. 

The  Chairman.  Well,  if  confession  is  good  for  the  soul,  I  have 
dug  post  holes. 

Dr.  Weisskoff.  Maybe  we  should  have  dug  post  holes  on  the 
same  farm. 

The  Chairman.  Thank  you  very  much. 

Senator  Leahy.  Could  I  follow  up  with  a  couple  of  quick  ques- 
tions? 

I  find  your  testimony,  Doctor,  to  be  fascinating,  and  should  I  ever 
have  the  time  to  do  what  I  really  wanted  to  do,  to  go  down  to  a 
place  like  that  and  spend  some  time  and  find  out  why  it  is  not 
agriculturally  self-sufficient,  or  the  Virgin  Islands 

Senator  Pryor.  I  want  to  go  with  you. 

Senator  Leahy.  I  would  like  to  have  you  along  with  me.  I  really 
would. 

Dr.  Weisskoff.  When  shall  we  go? 

Senator  Leahy.  I  think  it  would  be  fascinating. 

Dr.  Weisskoff.  I  would  be  very  happy  to  accommodate  you  to 
this  place. 

Senator  Leahy.  I  come  from  a  State  where  we  have  10  months  of 
winter  and  two  months  of  poor  sledding.  So  something  the  year 
around,  it  is  an  interesting  thing.  My  wife  tells  me  in  our  own 
farm  in  Vermont,  there  is  a  foot  of  snow.  I  throw  that  out  for 
anyone  paying  attention  to  the  ski  reports. 

Could  Puerto  Rico  be  food  self-sufficient,  could  they  raise  all  the 
food  that  they  need  on  that  island? 

Now,  I  realize  that  this  might  limit  some  particular  choices,  but 
like  the  mainland,  the  United  States  is  able  to  raise  enough  food  to 
feed  228  million  Americans  and  still  export.  Could  Puerto  Rico,  as 
an  island,  raise  all  its  own  food  without  having  to  import  anything? 

Dr.  Weisskoff.  You  see,  that  is  a  technical  question,  and  I  did 
not  know  the  answer  to  that  until  I  started  reading  through  these 
volumes,  and  I  found  that  these  experts  in  the  Department  of 
Agriculture  had  combed  the  world's  technologists  saying  that  we 
have  these  slopes  and  the  big  eight-row  cornpicker  is  going  to  fall 
off  it,  what  do  you  do?  They  found  the  appropriate  technology  for 
the  appropriate  land,  and  they  brought  it  to  bear  in  Puerto  Rico. 
But  what  has  been  lacking  is  the  government's  initiative  and  self- 
help  to  do  it.  Instead,  they  have  these  tax  holiday  industries  and 
the  hotels. 

So,  yes,  I  think  the  answer  to  that  is  that  we  know  the  tech- 
niques to  make  an  island  that  size  self-sufficient  and  export  crops 
earning  money  with  which  they  then  could  buy  American  prod- 
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ucts— not  from  food  stamps,  but  from  the  sale  of  the  products  of 
their  own  labor.  And  that  is  the  way  it  ought  to  be. 

You  see,  the  Governor,  could  I  just 

Senator  Leahy.  Sure. 

Dr.  Weisskoff.  The  Governor  had  said  that  Puerto  Rico  is  the 
fourth  largest  market  for  U.S.  products,  but  who  is  paying  for  that 
market?  That  is  food  stamp  money,  that  is  welfare  money,  that  is 
all  these  programs.  It  is  taken  from  one  pocket  and  putting  it  in 
another  pocket.  It  is  kind  of  a  circuit  with  the  U.S.  taxpayer  paying 
for  it. 

The  Chairman.  Providing  the  pockets. 

Dr.  Weisskoff.  Providing  both  pockets. 

Senator  Leahy.  Let  me  follow  it  a  bit  further,  because  think  of 
them  almost  as  a  country  for  a  moment.  They  obviously  want  to  be 
interested  in  their  own  balance  of  trade  or  balance-of-payment 
thing. 

Dr.  Weisskoff.  Right. 

Senator  Leahy.  Now,  the  balance  of  payments  can  be  unofficially 
balanced  by  infusion  of  Federal  funds,  whether  it  is  on  food  stamps 
or  anything  else,  or  it  can  be  handled  internally. 

Now,  we  tried  to  export  things  in  this  country  to  the  extent  that 
they  have  tourism.  That,  in  effect,  is  an  export. 

Dr.  Weisskoff.  Right. 

Senator  Leahy.  The  people  come  in  and  spend  the  money,  the 
good  weather  and  the  beaches  and  so  forth.  So  an  argument  to  be 
made  to  keep  a  certain  amount  of  that  to  the  extent  that  they  may 
manufacture  goods  there,  using  their  labor,  the  goods  are  then 
shipped  to  the  United  States  and  sold.  And  so  to  that  extent  they 
are  exporting. 

To  the  extent,  however,  that  they  have  to  bring  any  percentage 
of  their  food  into  Puerto  Rico,  then  they  are  importing,  and  that  is 
offsetting. 

Now,  they  are  sending  money  out.  So  I  ask  two  questions. 

One,  how  much  do  they  import  in  food  and,  second,  if  we  are  to 
make  them  self-sufficient  in  food,  do  you  see  any  lobbying  efforts, 
by  the  farm  producing  States  and  whatnot  in  the  United  States 
who  are  going  to  lose  that  market? 

Dr.  Weisskoff.  I  would  like  to  answer  that  question. 

The  first  one  is  a  statistical  question;  and  I  have  my  statistical 
report  of  the  Governor. 

The  Governor  produces  all  of  these  statistics.  You  ought  to  be 
asking  him  these  questions. 

Senator  Leahy.  Well,  might  I  ask  that  question  for  the  staff,  Mr. 
Chairman?  I  would  like  them  to  give  me  the  exact  amount  of  how 
much  and  how  the  breakdown  goes  in  crops,  how  the  breakdown 
goes  in  types  of  food;  I  mean,  how  much  do  they  import  in  wheat, 
now  much  imported  beef,  how  much  dairy,  and  so  on,  into  Puerto 
Rico. 

The  Chairman.  We  will  unravel  the  question. 

Dr.  Weisskoff.  He  had  a  second  half  to  the  question. 

Senator  Leahy.  The  second  half  of  the  question  is  a  political 
question. 

Dr.  Weisskoff.  As  to  the  first  half  of  the  question,  I  just  want  to 
say  for  the  record  there  is  very  little  food  in  the  food  imports. 
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When  people  bay  food — I  was  looking  at  the  wholesale  cost  of 
food— bjr  the  tune  that  gets  to  the  small  farm  in  the  mountains,  the 
price  of  that  food  has  doubled 

Now,  that  is  not  food.  That  is  distribution  casts  and  monopoly 
carts,  and  exclusive  dealership  costs.  And  that  is  why  Puerto  Rico's 
coot  at  living  is  higher,  ft  is  not  because  it  is  so  hard  to  transport 
something  by  ship,  winch  is  the  cheapest  form  we  know  for  trans- 
porting things  ft  is  because  once  it  gets  to  Puerto  Ricov  it  is 
monopolized  and  marked  up  time  and  time  again.  And  I  don't 
think  the  food  stamp  program  or  any  program  should  pay  for  that 
margin  of  markup. 

Senator  Leahy,  Actually,  my  second  point  will  almost  be  an- 
swered by  the  first  point,  depending  on  what  the  numbers  are.  The 
point  you  just  made  on  the  markup  goes  to  my  next  point  I  was 
going  to  ask  you  to  make.  And  I  think  it  an  extremely  good  one. 

The  CffAflEMAjr  U  there  are  no  further  questions . 

Dr.  Wrasxorr,  Mot  I  just  say  something? 

The  CHAflEMAjr  Well,  we  have  been  in  here  almost  2  hoars  on 
three  witnesses. 

Mr.  WnssKorr.  It  is  the  biggest  food  stamp  program  we  have. 

The  Chairman  WeB,  we  have  other  witnesses  eager  to  get  here. 

Dr.  Wrasxorr  This  just  illustrates  it  going  from  one  pocket  to 
another  pocket  The  food  and  materials  and  appliances  come  into 
San  Juan  and  are  distributed  through  the  island.  Raw  materials 
come  to  the  factories  and  are  made  into  finished  products  and  sent 
out.  Migrant  dollars  come  in.  The  military  has  some  bases.  The 
money  comes  in.  And  then  all  the  profits  from  these  tax-exempt 
companies  are  gcing  oat.  Tourist  dollars  are  coming  in. 

And  what  underwrites  this  whole  island  is  the  food  stamp  dollar 
that  comes  in,  almost  $1  billion  a  year.  And  that  pays  for  all  of 
these  imports.  It  offsets  all  of  the  imports  that  are  coining  in  for 
the  mass  of  people,  you  see.  It  pays  for  food  as  well  as  a  lot  of  other 
things.  That  is  what  is  illustrated  there  on  the  chart. 

The  bottom  chart  illustrates  the  gradual  decline  in  land  and 
farmM.  All  land  and  farms  are  falling  from  1950.  And  when  food 
stamps  came  in  in  1975  in  Puerto  Rico,  there  is  a  steeper  decline  in 
land  and  farms.  Cultivated  cropland  is  also  declining  gradually. 
And  when  food  stamps  come  in,  it  is  a  steeper  decline.  That  is  the 
cause  and  effect  I  wanted  to  draw  for  this  case. 

Thank  you. 

The  Chairman.  We  now  have  Sammie  Lynn  Puett,  commission- 
er, Department  of  Human  Services,  Nashville,  Term.,  and  John 
Fredericks,  assistant  commissioner,  Food  Stamp  Division,  New 
York  Department  of  Social  Services,  Albany,  N. Y. 

We  are  delighted  to  have  you  folks  here.  If  you  will  identify 
yourself  for  the  record  and  proceed  under  the  usual  committee 
rules,  we  will  be  delighted  to  hear  from  you. 

Ms.  Puett.  I  am  Sammie  Lynn  Puett,  commissioner,  department 
of  human  services,  Nashville,  Tenn.1 

Mr.  Frederick.  I  am  John  Frederick,  assistant  commissioner, 
Food  Stamp  Division,  New  York  Department  of  Social  Services, 
Albany,  N.Y. 


'  See  p.  308  for  additional  material  fupplied  by  Ms.  Puett. 
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Mr.  Harwich.  I  am  John  Harwick,  food  stamp  director,  State  of 
New  York. 

The  Chairman.  You  may  proceed. 

STATEMENT  OF  SAMMIE  LYNN  PUETT,  COMMISSIONER, 
DEPARTMENT  OF  HUMAN  SERVICES,  NASHVILLE,  TENN. 

Ms.  Puett.  Mr.  Chairman  and  distinguished  committee  members, 
I  thank  you  very  much  for  this  opportunity  to  seek  your  support 
for  what  I  consider  to  be  the  most  pressing  problem  facing  the 
Tennessee  Department  of  Human  Services  and  departments  like 
ours  across  the  Nation. 

Our  department  is  committed  to  meeting  a  wide  range  of  human 
needs  across  our  State:  From  protective  services  to  public  assist- 
ance. And  although  we  provide  a  total  of  15  services,  one  those 
demands  such  a  disproportionate  portion  of  our  time  and  effort, 
that  it  threatens  to  envelop  the  rest  of  our  department  unless 
something  is  done  about  it.  And  that  is  what  I  wish  to  address  my 
comments  to  today— the  food  stamp  program  and  the  excesses  and 
the  abuses  that  have  become  so  much  a  part  of  it  and  have  made  it 
difficult  for  us  to  do  a  total  job  in  serving  the  needs  of  needy 
Tennesseans. 

You  have  made  reference  this  morning,  as  have  others,  to  the 
abuses  and  the  problems  in  the  food  stamp  program.  I  observe 
them  also.  But  it  was  not  until  I  became  commissioner  of  human 
services  14  months  ago  that  I  began  to  see  firsthand  what  is  hap- 
pening, and  realized  that  a  primary  cause  of  the  problem  that  we 
face  can  be  traced  directly  to  the  program's  regulations  and  admin- 
istrative requirements. 

I  have  visited  in  about  90  of  the  150  DHS  offices  across  the  State 
of  Tennessee.  In  every  instance,  I  have  been  bombarded  by  our 
workers,  who  are  on  the  front  lines,  determining  eligibility,  to  seek 
reforms  in  a  program  that  really  has  done  much  to  alleviate 
hunger  pains  across  the  Nation.  But  at  the  same  time,  it  has 
encouraged  client  abuse  and  rewarded  dishonesty  to  the  point  that 
it  has  drawn  immense  public  criticism,  and  justifiably  so,  in  my 
opinion. 

Complex  and  constantly  changing  regulations,  and  restrictive 
time  standards  impede  a  worker's  efforts  to  respond  to  human 
needs  in  an  efficient  and  effective  manner. 

In  the  few  minutes  that  I  have  to  speak  to  you  today,  I  want  to 
urge  you,  and  appropriate  members  of  the  executive  branch,  to  do 
three  things  as  you  reauthorize  the  food  stamp  program: 

No.  1,  I  urge  you  to  seek  regulatory  reform;  No.  2,  I  ask  you  to 
provide  administrative  relief;  No.  3,  I  ask  you  to  coordinate  this 
program  with  other  aid  programs  that  we  administer. 

At  the  same  time,  I  would  ask  that  you  make  the  50  States  of 
this  Nation  full  partners  in  administering  this  program  in  both  a 
cost  effective  and  a  caring  way. 

First,  let  me  comment  on  regulatory  reform. 

Attached  to  my  formal  statement  are  17  recommendations  that 
we  feel  would  tremendously  improve  the  food  stamp  program  in 
this  Nation. 

Time  does  not  permit  me  to  comment  on  each  of  these,  but  let 
me  mention  six  of  these  which  would  correct  current  regulations 
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that  are  so  blatant  in  not  meeting  what  I  perceive  to  be  the 
congressional  intent  in  authorizing  this  program. 

The  first  is  that  called  separate  households. 

Although  the  approximately  100-percent  increase  in  our  program 
in  the  last  2  years  cannot  be  attributed  solely  to  this  one  regula- 
tion, it  is  a  fact  that  in  1975,  our  average  food  stamp  household  size 
in  Tennessee  was  3.47.  Today,  it  is  2.65.  To  those  households  that 
have  been  added  since  the  new  interpretation  of  separate  house- 
holds went  into  effect,  the  average  has  dropped  to  2.1.  And  in  the 
current  year,  the  average  is  1.9. 

We  don't  believe  it  was  the  intent  of  Congress  to  make  it  possible 
for  a  child  who  reaches  age  18  and  has  no  income  to  come  to  the 
food  stamp  office  and  report  that  even  though  he  is  living  with  his 
parents,  that  he  indeed  purchases  and  prepares  his  food  separately 
and  qualifies  for  his  own  separate  allotment  of  food  stamps. 

An  example  of  how  this  application  applies  in  increasing  benefits 
is  attached  to  my  statement. 

Not  only  must  we  comply  with  this  request  once  he  has  given  us 
these  assurances,  but,  we  must  often  do  so  within  3  days  through 
the  expedited  service  requirement,  another  regulation  that  has 
been  exploited  by  large  numbers  of  recipients. 

While  both  regulations  were  intended  to  make  the  program  re- 
sponsive to  special  needs,  as  presently  implemented,  they  are  ap- 
plied to  large  numbers  of  applicants  who  do  not  have  such  needs. 

Neither  do  we  think  that  it  was  the  congressional  intent  that 
boarders  be  provided  a  full  allotment  of  food  stamps  even  though 
they  receive  three  full  meals  as  part  of  their  room  and  board. 

And  only  last  Friday,  after  this  testimony  was  prepared,  I  was 
given  a  copy  of  an  interpretation  of  a  1980  food  stamp  amendment 
which  gives  special  consideration  to  persons  who  are  residing  in 
domestic  violence  centers.  These  persons  can  qualify  for  food 
stamps  without  making  the  normal  eligibility  requirements.  And 
the  centers  can  accept  the  stamps  for  meals  that  were  paid  for 
through  another  Federal  program.  In  short,  the  center  can  "double 
dip,"  and  the  recipients  get  coupons  for  which  they  might  not 
otherwise  qualify. 

It  is  illegal,  according  to  the  communication  I  have  received,  Mr. 
Chairman,  to  reduce  the  funding  of  a  domestic  violence  center  even 
though  it  is  being  funded  twice  for  the  same  purpose. 

Let  me  hurry  on  to  say  that  we  further  believe  that  the  regula- 
tions requiring  the  replacement  of  lost  or  stolen  food  stamp  cou- 
pons, frequently  reward  client  dishonesty.  The  replacement  regula- 
tion is  a  fraud-prone  regulation  of  gigantic  proportions. 

Food  stamp  recipients  are  responsible  citizens  who  should  be 
accountable  for  their  coupons  once  they  have  received  them.  We 
recommend  that  this  regulation  requiring  replacement  of  stolen 
coupons,  be  rescinded. 

Another  change  that  we  would  seek  is  a  waiver  of  the  require- 
ment of  the  10-day  notice  of  adverse  action  if  the  client  during  the 
last  2  weeks  of  the  month  reports  a  change  that  would  result  in  a 
reduced  food-stamp  allotment.  At  that  point  in  the  month,  it  fre- 
quently becomes  impossible  to  give  10  days  notice  before  the  next 
month  s  authorization  is  processed. 
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When  a  client  is  not  permitted  to  waive  the  notice,  the  depart- 
ment must  overissue  stamps  to  a  client  who  would  prefer  not  to 
have  them.  And  even  when  the  client  comes  to  the  office  to  return 
them,  we  are  prohibited  from  taking  them  back. 

One  more  recommendation  deserves  special  comment,  and  that  is 
the  recommendation  that  first-month  benefits  be  prorated  from  the 
date  of  application  rather  than  retroactive  to  the  first  of  the  month 
in  which  application  is  made. 

As  a  Federal  judge  in  Tennessee  said,  in  a  recent  court  suit, 
people  cannot  eat  retroactively  and  the  food  stamp  program  was 
intended  to  provide  benefits  from  the  date  of  stated  need.  To  pro- 
vide a  full  month's  benefits  to  an  applicant  who  applies  on  the  last 
day  of  the  month  as  well  as  to  one  who  had  a  need  30  days  earlier 
produces  an  inequity  that  is  hard  to  justify. 

I  recognize  that  some  of  these  recommendations  have  already 
been  incorporated  in  proposals  that  have  been  submitted  here.  I 
would  urge  this  committee  to  study  them  and  to  incorporate  them 
into  the  program  once  it  is  reauthorized. 

Let  me  conclude  this  appeal  for  regulatory  reform  by  sharing 
with  you  an  experience  that  I  had  shortly  after  I  became  commis- 
sioner. To  me  it  exemplifies  the  great  need  for  regulatory  reform. 

Last  spring,  an  elderly  woman  came  to  my  office  in  desperation 
because  her  food  stamp  allotment  had  been  cut  from  $54  to  $37 
because  of  an  increase  in  social  security  benefits.  She  was  physical- 
ly unable  to  supplement  her  income,  yet  there  was  no  way  we 
could  increase  her  food  stamp  allotment  to  assist  her  with  her 
needs. 

Shortly  after  she  left,  into  my  office  bounded  a  robust,  husky 
man  in  his  late  thirties.  He  pounded  on  my  secretary's  desk,  and 
demanded  that  we  provide  him  some  emergency  food  and  get  him 
food  stamps  within  3  days.  He  had  quit  his  job  several  months 
earlier  and  was  going  to  make  it  big  in  the  country  music  field,  he 
said. 

In  the  meantime,  while  he  was  waiting  for  a  recording  company 
to  buy  his  songs,  he  said  he  expected  the  Government  to  take  care 
of  him. 

Senators,  I  don't  think  the  food  stamp  program  was  conceived  to 
support  those  who  could  find  employment  if  they  sought  it.  It  was 
intended,  I  think,  to  take  care  of  that  little  woman  who  came  in 
desperation  seeking  more  help. 

I  would  like  to  see  that  country  music  aspirant  come  off  the  food 
stamp  rolls  so  we  could  increase  the  allotment  to  the  elderly 
woman  who  had  no  other  options. 

What  I  am  calling  for  is  reform  that  will  enable  us  to  target  our 
assistance  and  to  recognize  regional  differences  in  family  income, 
in  shelter  deductions,  and  in  utility  costs. 

The  second  reform  we  are  calling  for  relates  to  administrative 
relief  from  excessive  oversight  and  monitoring. 

To  illustrate  my  point,  let  me  show  you  the  Food  Stamp  Act  you 
passed  in  1977.  It  is  29  pages. 

To  implement  this  act,  the  USDA  produced  this  volume  of  regu- 
lations [indicating]. 

USDA  in  fiscal  1979,  sent  us  629  letters  to  clarify  those  regula- 
tions. 
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Our  workers  use  these  volumes  to  apply  and  to  implement  both 
rules  and  regulations. 

And  here  is  our  "fix-it"  book,  our  corrective  action  plan  to  re- 
solve all  the  problems  that  have  gone  wrong  in  the  process  of 
applying  all  of  these  rules  and  regulations. 

Gentlemen,  we  need  help. 

Attached,  you  will  also  find  a  graphic  illustration  of  the  systems 
that  impact  on  the  food  stamp  program. 

You  will  notice  that  it  looks  something  like  an  octopus.  It  is 
obvious,  I  think,  that  this  excessive  oversight  and  monitoring  has 
not  produced  an  efficiently  administered  program,  but  instead  has 
created  a  bureaucratic  nightmare  that  produces  tons  and  tons  of 
paper  and  siphons  off  enormous  amounts  of  time,  energy,  and 
money  to  comply  with  administrative  directives.  We  must  produce 
corrective  action  plans,  management  evaluation  reviews,  quality 
control  samples,  program  reviews,  et  cetera,  et  cetera,  et  cetera. 

So  all-encompassing  have  the  checks  on  the  program  become  that 
in  March  of  last  year,  the  Food  and  Nutrition  Service  published 
final  regulations  requiring  States  to  establish  an  organizational 
entity  within  the  State  to  coordinate  the  data  generated  by  all 
audit  and  review  activities.  The  data  are  to  be  analyzed  and  sub- 
mitted to  the  Food  and  Nutrition  Service  for  approval  and  monitor- 
ing as  an  open  ended  corrective  action  plan. 

It  is  hard  to  believe  that  we  have  created  a  system  to  monitor 
other  systems  that  evaluate  the  food  stamp  program. 

While  all  of  us  applaud  the  emphasis  on  accountability  at  both 
the  Federal  and  State  levels,  at  some  point  excessive  accountability 
becomes  counterproductive. 

In  the  process  of  reauthorizing  this  vital  program,  we  have  the 
opportunity  to  address  this  problem.  Balance  must  be  restored  to 
the  Federal-State  relationship.  To  do  this,  however,  will  require  a 
reversal  of  the  recent  trend  of  Federal  agencies  telling  the  States 
through  regulations  not  only  what  to  do  but  how  to  do  it. 

The  extent  to  which  the  constant  oversight,  instead  of  bottom 
line  accountability,  is  in  effect,  can  again  be  illustrated  by  showing 
you  very  quickly  a  simple  flyer  that  we  proposed  to  send  out  in  the 
State  to  remind  food  stamp  recipients  to  report  changes  in  their 
personal  circumstances  that  would  affect  their  food  stamp  allot- 
ment. 

When  I  was  showing  this  to  the  USDA's  southeast  administrator 
when  he  was  visiting  my  office  recently  and  was  suggesting  such  a 
technique,  I  got  a  warning  glance  from  a  member  of  my  staff  to 
drop  the  subject. 

After  the  meeting  was  over,  the  staff  member  came  to  explain 
why  he  suggested  I  not  pursue  our  sending  out  this  form. 

He  said,  We  haven't  gotten  that  drawing  approved  by  USDA  in 
Atlanta  yet." 

I  was  stunned  to  think  that  we  could  not  of  our  own  volition 
send  out  a  simple  reminder  without  getting  clearance  from  Atlanta 
and  sending  the  regional  office  12  copies  of  it. 

A  small  thing? 

Yes.  But  all  of  these  small  things  add  up  to  a  paternalistic 
attitude  toward  States.  Every  food  stamp  policy  memorandum  and 
bulletin  must  be  individually  approved  by  USDA.  Because  of  the 
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frequency  of  regulatory  changes,  and  the  cumbersome  approval 
process,  many  releases  actually  reach  the  field  staff  weeks  after 
their  intended  effective  date. 

The  administrative  burden  that  we  labor  under  was  questioned 
last  week  by  the  head  of  the  Tennessee  General  Assembly's  Fi- 
nance, Ways  and  Means  Committee,  when  the  chairman  asked  why 
the  administrative  costs  in  the  food  stamp  program  had  increased 
234  percent  over  the  last  5  years,  while  the  amount  of  food  stamps 
issued  had  increased  only  88  percent. 

I  answered  his  question  by  showing  him  these  manuals  of  regula- 
tions. I  really  also  should  have  added  copies  of  the  375  reports  that 
we  sent  to  USDA  last  year. 

Finally,  while  we  are  in  the  process  of  bringing  about  regulatory 
reform  and  administrative  relief,  I  urge  Federal  officials  to  coordi- 
nate food  stamp  regulations  with  other  aid  programs.  Since  the 
same  worker  interviews  applicants  for  both  food  stamps  and  aid  to 
families  with  dependent  children,  he  or  she  must  know,  and  prop- 
erly apply,  two  totally  separate  bodies  of  policy.  Each  program  has 
its  own  income  and  assets  limits. 

Each  program  treats  deductions  in  its  own  way.  And  each  has  its 
own  work  registration. 

Establishing  standardized  deductions  and  income  disregard  for 
all  related  programs  also  would  reduce  client  confusion,  and  cer- 
tainly lower  error  rates. 

So  long  as  we  treat  the  same  resources  in  different  ways,  for 
different  types  of  assistance,  we  can  expect  a  percentage  of  benefit 
dollars  to  be  allocated  incorrectly. 

The  food  stamp  program  has  become  the  largest  single  assistance 
program  in  Tennessee.  I  thought  it  was  the  largest  in  the  Nation  at 
the  time  I  prepared  this,  but  the  figures  released  by  the  Bureau  of 
the  Census  suggest  that  medicaid  is  slightly  ahead  in  number  of 
recipients. 

But  if  those  census  figures  don't  include  Puerto  Rico,  it  may  still 
be  the  largest  program  in  the  Nation  in  number  of  recipients. 

And  yet,  it  is  not  directed  by  the  Department  that  is  charged 
with  meeting  human  needs. 

While  it  would  be  certainly  unpopular  for  me  to  suggest  that  the 
food  stamp  program  ought  to  be  transferred  to  Health  and  Human 
Services,  I  do  believe  that  it  should  be  coordinated  with  other 
public  assistance  programs.  I  believe  that  it  can  be  coordinated, 
without  a  structural  change,  if  the  two  departments  are  committed 
to  this  goal. 

I  strongly  urge  that  such  coordination  be  a  mutual  commitment 
of  the  two  agencies. 

Finally,  I  want  to  concur  with  those  who  have  called  for  stability 
in  the  food  stamp  program,  but  only  after  the  program  has  been 
reformed  to  make  changes  that  are  so  critical  if  it  is  to  continue  to 
serve  vital  human  needs. 

To  plead  for  stability  of  the  program  in  its  present  form  reflects 
a  lack  of  knowledge  of  the  problems  that  confront  those  who  ad- 
minister the  program. 

The  reauthorization  process  affords  the  opportunity  to  incorpo- 
rate into  the  program  the  features  that  have  proven  effective 
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through  the  years  and  to  exclude  or  revise  those  features  that  have 
led  to  abuse  and  dishonesty. 

Over  the  past  year,  I  have  asked  the  Tennessee  food  stamp  staff 
to  do  more  work  and  to  do  it  more  accurately  and  more  timely 
than  ever  before.  I  am  proud  to  say  that  they  have  responded  in  a 
magnificent  way. 

In  return  for  their  increased  effort,  I  pledged  to  do  everything 
within  my  power  to  bring  about  reforms  in  this  program,  not  only 
to  remove  the  frustrations  that  workers  confront  daily,  but  to 
enhance  service  to  needy  Tennesseans.  That  pledge  to  Tennessee 
workers  is  the  reason  for  my  presence  here  today. 

If,  during  my  public  service,  I  can  help  to  convince  Federal 
officials  to  make  these  obviously  needed  changes,  then  I  will  have 
made  a  significant  contribution  to  improving  the  quality  of  services 
to  the  needy  of  this  country  and  to  improving  the  efficiency  and 
effectiveness  with  which  those  services  are  rendered. 

Thank  you. 

The  Chairman.  Thank  you  for  a  very  excellent  statement. 

Mr.  Fredericks,  I  noticed  your  reaction  to  some  of  the  things  the 
lady  was  saying.  I  would  judge  you  have  a  nodding  acquaintance 
with  her,  because  she  was  speaking  and  you  were  nodding. 

So  would  you  proceed,  sir? 

STATEMENT  OF  JOHN  FREDERICKS,  ASSISTANT  COMMISSION- 
ER, FOOD  STAMP  DIVISION,  NEW  YORK  DEPARTMENT  OF 
SOCIAL  SERVICES,  ALBANY,  N.Y.,  ACCOMPANIED  BY  JOHN 
HARWICK,  FOOD  STAMP  DIRECTOR,  STATE  OF  NEW  YORK 

Mr.  Fredericks.  Thank  you. 

Mr.  Chairman  and  Senators  and  ladies  and  gentlemen,  as  assist- 
ant commissioner  in  the  Department  of  Social  Services  in  New 
York,  I  am  able  to  observe  the  operation  and  effectiveness  of  the 
food  stamp  program  firsthand.  I  am  here  today  to  share  some  of 
my  observations  with  you  and  to  give  you  my  department's  per- 
spective on  some  of  the  modifications  to  the  program  which  you 
might  be  considering. 

First,  let  me  assure  you  that  we  in  New  York  are  realistically 
aware  of  the  need  to  eliminate  fraud  and  abuse  from  all  Govern- 
ment programs. 

The  state  of  the  economy  calls  for,  really  demands,  close  scrutiny 
of  the  cost  effectiveness  of  all  programs. 

In  New  York,  we  support  any  approach  which  will  eliminate 
waste  and  fraud  in  our  social  programs.  And,  despite  the  proven 
success  of  the  food  stamp  program  in  administering  to  the  needs  of 
hungry  Americans,  we  are  very  aware  that  program  modifications 
for  fiscal  year  1982  are  inevitable.  It  is  our  expectation  that  Con- 
gress, in  considering  current  proposals  which  might  adversely 
impact  on  low-income  households,  the  elderly,  disabled,  and  the 
unemployed,  will  also  do  so  with  a  continued  sensitivity  to  human 
needs  which  it  has  demonstrated  in  the  past. 

Living  in  one  of  the  wealthiest  of  nations,  it  is  pretty  hard  to 
believe  that  hunger  is  a  daily  condition  for  millions  of  Americans. 
But  in  1967,  a  study  of  hunger  in  America,  conducted  by  the  Field 
Foundation  reveled  beyond  question  that  widespread  hunger  lead- 
ing to  malnutrition  existed  in  certain  economically  depressed  corn- 
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munities  in  the  United  States  and  in  New  York  State.  They  didn't 
study  it  in  New  York  State,  but  it  is  there. 

Congressional  response  to  these  1967  findings  led  to  the  enact- 
ment of  numerous  food  assistance  programs  and  an  increased 
annual  appropriation  for  the  food  stamp  program.  That  food  stamp 
program  appropriation  by  1980  amounted  to  over  $9  billion. 

To  measure  the  effectiveness  of  this  battle  against  hunger,  a 
followup  study  was  done  in  1977  by  the  Field  Foundation,  and  four 
of  the  doctors  who  participated  in  the  first  study  then  also  partici- 
pated in  this  one. 

From  May  to  September  1977,  the  team  revisited  the  same  de- 
pressed areas  that  they  had  visited  in  1967.  The  effectiveness  of  the 
food  assistance  programs  during  the  intervening  years  was  highly 
evident  and  lead  to  positive  conclusions  in  full  support  of  the  food 
stamp  program,  as  well  as  Head  Start  breakfast  and  lunch  pro- 
grams, and  the  women,  infant,  and  children  program,  known  as 
WIG  Overall  findings  of  the  followup  study  led  to  two  principal 
conclusions: 

No.  1,  while  poverty  remains  evident,  and  unemployment,  bad 
housing,  and  medical  needs  are  persistent  problems,  the  food  stamp 
program  is  working  and  is  an  essential  factor  in  keeping  people 
from  going  hungry. 

Significantly,  the  followup  study  uncovered  far  fewer  examples  of 
gross  malnutrition  than  found  10  years  previously. 

The  study  credited  the  food  stamp  program  and  the  other  food 
assistance  programs  for  this  reversal. 

In  contrast  to  this  positive  finding — and  this  is  No.  2 — the  study 
team  also  concluded  that  these  efforts  are  still  inadequate.  Too 
many  Americans  still  go  hungry;  no  single  assistance  program  can 
cope  with  the  complexities  of  poverty. 

Nevertheless,  the  1977  report  concluded  that  the  food  stamp 
program  has  become  one  of  the  most  accepted  and  effective  of  the 
national  entitlement  programs  and  remains  of  critical  importance 
to  millions  of  Americans. 

Despite  the  acknowledged  importance  of  this  program,  a  reduc- 
tion in  food  stamp  benefits  is  inevitable.  The  decisions  made  by  this 
Congress  will  determine  the  future  direction  of  this  essential  pro- 
gram and  its  impact  on  the  nutritional  well-being  of  over  21  mil- 
lion Americans.  Congressional  action  to  modify  the  program  de- 
serves careful  consideration.  Legislative  action  could  adversely 
impact  the  one  area  where  significant  progress  has  been  made:  The 
entitlement  of  all  Americans  to  a  satisfactory  level  of  nutritional 
well-being,  and  certainly  if  the  cuts  were  not  appropriate,  it  would 
be  contrary  to  the  public  interest. 

Without  careful  planning,  cost  savings  obtained  by  reductions  in 
this  program  may  prove  miniscule  when  offset  by  major  health 
expenditures  in  the  long  run. 

All  available  evidence  indicates  that  food  stamp  benefits  are 
effective  in  meeting  the  nutritional  needs  of  households  and  are  a 
preventive  force  against  hunger  and  malnutrition. 

This  is  particularly  true  in  those  areas  which  are  hardest  hit  by 
unemployment  and  recession.  But  the  food  stamp  program  also 
exerts  important  pressure  on  the  economics  of  these  same  areas  by 
boosting  retail  food  sales,  farm  income,  and  employment. 
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Additionally,  a  rising  demand  for  food  increases  the  demand  for 
other  goods  and  services  throughout  the  economy  since  the  Federal 
"bonus  dollars"  continue  in  circulation  after  the  food  is  purchased. 
And,  too,  recipient  households  are  able  to  divert  some  of  the  money 
saved  on  food  to  the  purchase  of  other  necessities,  thereby  continu- 
ing a  cash  flow  in  the  sluggish  economy. 

As  an  ancillary  benefit,  the  increased  business  activity  generated 
in  this  manner  results  in  a  greater  demand  for  labor,  favorably 
affecting  a  community's  employment  rate. 

It  is  paradoxical  that  the  program  which  has  provided  a  lifeline 
to  millions  of  low-  and  no-income  families  finds  itself  threatened. 

While  we  do  not  support  the  fixed-expenditure  ceiling  on  social 

[urograms,  we  do  accept  the  reality  that  expenditures  for  a  program 
ike  food  stamps  which  has  grown  as  rapidly  as  the  food  stamp 
program  must  be  evaluated  in  the  overall  budget  reduction  efforts 
of  the  administration  and  this  Congress.  Inevitably,  Congress  will 
consider  some  or  all  of  the  following  when  deliberating  on  the  food 
stamp  program:  (1)  Retrospective  accounting/monthly  reporting;  (2) 
Value  of  school  feeding  programs  as  a  deduction  from  program 
benefits;  and  (3)  Energy  payments  as  income. 

I  would  like  to  comment  briefly  on  each  of  these  proposals. 

New  York  State  currently  uses  prospective  budgeting  for  both 
public  assistance  and  food  stamp  programs.  In  this  system  a  deter- 
mination of  need  is  based  on  the  household's  anticipated  income 
and  resources  during  a  given  period.  Actual  case  circumstances  are 
best  reflected  since  only  income  and  resources  actually  available 
for  current  use  are  considered. 

This  proposal  would  mandate  retrospective  accounting  and 
monthly  reporting  in  all  States  in  the  expectation  of  reduced  wel- 
fare costs  by  a  reduction  in  administrative  errors. 

While  we  would  prefer  that  Congress  not  mandate  retrospective 
budgeting,  but  rather  continue  it  as  a  station  option,  we  recognize 
that  many  people  believe  retrospective  budgeting  to  be  an  effective 
cost-controlling  device.  Implementing  retrospective  budgeting  in 
New  York  would  require  a  full  2  years. 

Retrospective  budgeting,  without  adequate  transition  time,  would 
do  irreparable  damage  to  several  major  statewide  systems'  efforts 
which  are  currently  in  process  in  New  York — systems  which  are 
imperative  in  our  efforts  to  control  fraud  and  abuse.  In  addition, 
we  believe  that  retrospective  budgeting  would  increase  administra- 
tive staffing  needs  and  costs. 

On  the  school  lunch  program  offset,  we  believe  that  it  is  intended 
to  offset  the  food  stamp  bonus  by  the  value  of  school  lunch  subsi- 
dies received  by  participating  families.  Proponents  contend  that 
households  should  not  qualify  for  similar  benefits  and  that  this 
proposal  would  prevent  an  excessive  nutritional  benefit  per  family. 

Significantly,  households  which  qualify  for  both  of  these  pro- 
grams are  at  the  lowest  end  of  the  economic  scale  and  have  the 
greatest  difficulty  in  meeting  household  nutritional  needs.  Togeth- 
er, these  programs  are  nutrition  supplement  programs;  neither 
alone  will  do  the  job. 

Further,  this  proposal  would  require  a  new  and  complex  report- 
ing-accounting  system  involving  type  of  subsidy  received  and  the 
number  of  meals  consumed  by  each  child  during  the  period.  I 
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believe  that  this  is  only  going  to  lead  to  higher  qualify  control, 
error  rates,  and  a  need  for  increased  staff,  and  as  always  in  New 
York,  probably  legal  action  by  some  group. 

The  third  comment  I  would  like  to  make  is  on  the  application  of 
home  energy  benefits  to  reduce  the  food  stamp  program's  benefit. 

Again,  this  would  create  administrative  and  operational  prob- 
lems. The  home  energy  assistance  program  was  developed  to  sup- 
plement the  budget  of  families  at  the  lowest  end  of  the  economic 
spectrum:  families  in  desperate  need  for  special  or  additional  sup- 
plementation. 

To  use  payments  from  a  subsistence  level  to  offset  each  other 
creates  additional  hardship  on  those  families  with  the  greatest 
need.  In  essence,  we  would  provide  many  low-income  families  with 
the  abhorrent  choice:  food  or  heat.  This  was  not  the  intent  of 
Congress  when  they  passed  the  low-income  energy  assistance  pro- 
gram in  1980,  or  when  the  1980  food  stamp  amendments  specifical- 
ly excluded  energy-related  payments  as  income. 

There  is  no  question  that  the  austere  economy  and  persistent 
inflation  trend  will  have  an  effect  on  the  shape  and  form  of  the 
future  food  stamp  program. 

Modification  is  a  certainty.  We  are  prepared  to  accept  program 
changes  which  will  be  least  harmful  to  recipients  and  those  which 
tend  to  streamline  an  already  complex  and  overregulated  program. 

I  would  like  to  suggest  in  your  deliberations  you  look  at  the 
following  areas: 

Review  the  outreach  mandate  in  light  of  overall  fiscal  con- 
straints. It  doesn't  make  sense  to  have  outreach  mandated  in  a 
capped  program. 

Consider  means  of  simplifying  eligibility  determination;  for  ex- 
ample, use  of  the  gross  income  as  the  sole  factor. 

Eliminate  the  disparity  in  the  program  between  households 
which  have  a  member  over  60  years  of  age  and  those  that  do  not. 

Consider  using  the  public  assistance  definition  of  household  for 
public  assistance  households  which  participate  in  the  food  stamp 
program. 

Allow  States  to  use  public  assistance  practices  to  recoup  overis- 
sued benefits. 

Eliminate  underissuance  as  part  of  the  formula  for  fiscal  sanc- 
tions. 

And  consider  a  90-day  implementation  time  for  all  program 
changes. 

In  conclusion,  in  the  final  analysis,  it  will  be  the  forthcoming 
congressional  debate  which  will  determine  whether  we  will  build 
on  the  established  achievements  of  the  food  stamp  program,  or 
regress  to  an  earlier  period  when  this  Nation  was  slow  to  acknowl- 
edge the  plight  of  starving  families  in  the  heart  of  America. 

Thank  you. 

Senator  Leahy.  I  was  not  here  when  you  introduced  yourself. 

Could  you  introduce  yourself? 

Mr.  Harwich.  I  am  John  Harwick,  food  stamp  director,  New 
York  State. 

Senator  Leahy.  You  are  here  accompanying  Mr.  Fredericks? 

Mr.  Harwich.  Yes. 
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Senator  Leahy.  I  would  yield  to  Senator  Pryor  for  additional 
questions.  Senator  Helms  had  to  step  out  briefly.  He  will  be  back. 

Senator  Pryor.  Mr.  Chairman,  when  I  came  to  the  meeting  this 
morning,  I  thought  we  were  going  to  hear  these  gentlemen  from 
New  York  tell  us  about  the  trials  and  tribulations  of  running  the 
largest  food  stamp  program  in  America.  But  I  find  out  now  that 
Puerto  Rico  has  the  largest  food  stamp  program  in  America.  I  was 
not  aware  of  this  fact. 

You  talked  about  the  border  of  overregulation  that  you  must 
confront  in  the  administration  of  the  food  stamp  program. 

My  first  question  would  be,  how  would  you  feel  if  die  States  went 
into  a  block  grant  program  where  we  sent  the  money  to  the  States 
to  permit  the  States  to  determine  the  eligibility,  and  take  the 
USDA  out  of  the  program?  What  would  be  your  reaction? 

I  am  not  saying  I  advocate  that.  But  you  folks  are  on  the  front 
lines,  and  I  would  like  to  hear  your  thoughts. 

Mr.  Fredericks.  My  department's  position  is,  we  are  not  totally 
opposed  to  a  block  grant.  We  do  have  some  concerns  about  the 
level  of  funding.  If  you  give  us  a  block  grant  with  a  substantial 
reduction  in  funding,  I  don't  think  it  would  be  acceptable  to  New 
York  State. 

Senator  Pryor.  You  would  rather  have  less  money  with  fewer 
regulations? 

Mr.  Fredericks.  We  would  take  some  less  money  with  fewer 
regulations;  yes.  Because  then  we  would  be  able  to  control  the 
program  at  the  State  level.  But  I  am  afraid  that  what  might 
happen  would  be  a  major  reduction  in  program  benefits,  which 
would  have  an  adverse  financial  impact  on  many  citizens  of  New 
York  State. 

Senator  Pryor.  Don't  you  consider  yourself  as  humane  and  as 
sensitive  and  as  caring  in  New  York  as  the  people  in  Washington? 

Mr.  Fredericks.  I  certainly  think  we  are  as  humane  and  as 
caring. 

Senator  Pryor.  Can't  you  do  this  just  as  well  in  New  York 
without  going  through  the  bureaucracy  in  Washington? 

Mr.  Fredericks.  I  think  we  could  do  that,  Senator. 

Senator  Pryor.  What  would  be  your  opposition  then  to  a  block 
grant  program? 

Mr.  Fredericks.  We  are  not  opposed  to  a  block  grant.  We  are 
opposed  to  a  block  grant  with  substantial  reductions  in  funding.  In 
other  words,  if  nearly  the  same  amount  of  money  were  coming  into 
New  York  State  under  a  block  grant,  we  would  not  oppose  it. 

Senator  Pryor.  Then  let  me  ask  this  question. 

I  have  heard — and  I  think  these  figures  are  correct— and  that 
there  is  a  10-percent  administrative  cost  to  the  food  stamp  pro- 
gram. 

I  am  talking  about  the  Federal  involvement,  the  State  involve- 
ment, the  local  welfare  and  distribution  agencies'  involvement:  10 
percent. 

In  addition  to  this,  I  have  tried  to  do  as  much  research  as  I  can 
on  this.  I  understand  that  about  5  percent  of  the  food  stamp 
program— this  is  in  addition  to  the  10  percent  administrative 
costs — that  5  percent  of  the  food  stamps  are  given  to  ineligible 
recipients.  Another  5  percent  is  overissued  to  eligible  recipients. 
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I  would  like  to  have  your  comment  to  see  if  these  figures  are  in 
the  ball  park  as  being  nearly  correct. 

Mr.  Fredericks.  They  are,  sir. 

Senator  Pryor.  So  the  point  I  would  like  to  make  is  that  about 
20  percent  then  of  the  food  stamp  dollar  is  either  in  administrative 
cost  or  ineligible  recipients,  or  an  overissue  to  eligible  recipients. 

Is  this  correct? 

Mr.  Fredericks.  Yes,  sir. 

Senator  Pryor.  Now,  please  make  your  point. 

Mr.  Fredericks.  First,  in  terms  of  the  administrative  cost  of 
running  the  program,  I  would  like  to  point  out  that  the  10  percent 
figure  is  probably  fairly  accurate.  In  New  York  State,  the  annual 
cost  of  administering  the  program  is  about  $80  million,  which  is 
shared  equally  by  the  Federal  and  State  government.  The  bonus 
value  coming  into  New  York  State  is  approximately  $900  million  a 
year  at  this  point.  It  is  under  10  percent. 

On  the  error  rate,  yes,  we  do  have  problems  with  the  error  rate. 
And  we  are  not  alone.  The  program  is  very  difficult  to  administer. 
It  is  very  easy  in  doing  a  food  stamp  eligibility  determination  to 
make  an  error. 

The  program  has  also  not  remained  static  for  any  length  of  time. 
So  we  have  seen  some  major  changes  implementing  the  act  of  1977 
and  the  amendments  of  1979,  Senator,  where  we  have  had  to 
increase  our  temporary  staff,  particularly  in  New  York  City,  where 
80  percent  of  our  program  is,  to  deal  with  the  redetermination  of 
eligibility  on  a  manual  basis.  So  it  is  error  prone.  It  is  very  difficult 
to  administer  that  program,  given  the  current  rules  and  regula- 
tions. 

Senator  Pryor.  Thank  you. 

May  I  ask  our  friend  from  Tennessee  that  question? 

What  would  you  think  about  a  block  grant,  about  eliminating 
Federal  requirements,  Federal  regulations,  and  permitting  the 
States  to  set  the  necessary  eligibility  requirements? 

Ms.  Puett.  I  think  I  have  the  same  kind  of  reservations  as  were 
expressed  by  my  counterpart  from  New  York  State.  The  form  that 
the  grant  takes  and  the  obligations  that  come  with  it  could  make  it 
acceptable,  or  unacceptable. 

It  is  like  most  of  the  things  we  read;  when  you  read  it  in  theory, 
the  idea  is  good.  But  when  it  gets  passed  down,  it  sometimes 
becomes  a  different  program  than  we  thought  it  was  going  to  be. 

But  the  philosophy  is  one  thing.  Yes.  If  we  really  truly  have  total 
control  of  that  program  so  that  we  do  not  have  to  add  a  large 
number  of  State  dollars  to  that  program,  then  a  block  grant  might 
be  acceptable.  The  State  of  Tennessee  certainly  doesn  t  have  any 
more  dollars  to  put  into  the  program.  And  that  is  part  of  the 
problem  we  have  right  now. 

Senator  Pryor.  My  time  has  expired. 

Thank  you. 

Ms.  Puett.  There  is  one  other  thing  that  I  think  should  be  said 
about  the  errors,  though,  because  I  think  the  implication  is  that  all 
of  these  are  agency  errors. 

When  you  analyze  the  source  of  those  errors,  it  is  certainly  true 
in  Tennessee  that  more  than  half  of  the  errors  that  are  made  are 
client  errors:  failure  to  report  earned  income  or  giving  us  incorrect 
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information,  which  we  simply  cannot  verify  in  all  instances.  Error 
rates  get  distorted  when  we  suggest  that  it  is  only  the  workers  who 
make  the  errors. 

Senator  Pryor.  Could  I  ask  one  more  question? 

The  Chairman.  Certainly. 

Senator  Pryor.  I  would  like  to  ask  this  question.  This  has  always 
concerned  me. 

When  you  have  a  food  stamp  recipient  or  a  prospective  food 
stamp  recipient,  is  it  possible  in  the  present  system  to  ascertain  the 
other  Federal  or  State  programs  of  assistance  or  welfare  aid  that 
that  individual  might  or  might  not  be  on? 

Is  that  a  possibility? 

Ms.  Puett.  To  find  that  out? 

Senator  Pryor.  Yes. 

Ms.  Puett.  Normally,  they  are  applying  for  all  of  those  at  the 
same  time.  The  same  worker  determines  AFDC  eligibility,  medic- 
aid, medically  needy  eligibility,  food  stamp  eligibility.  Now,  those 
are  the  ones  administered  by  the  Department  of  Human  Services. 
And  normally  many  of  those  people  are  participating  in  all  of 
them. 

Senator  Pryor.  Do  you  use  the  social  security  number  to  make 
the  determination? 

Ms.  Puett.  Yes.  That  is  the  requirement  that  even  children  must 
be  enumerated  with  their  social  security  number. 

Senator  Pryor.  Thank  you. 

The  Chairman.  Ms.  Puett,  just  for  the  record,  and  I  am  sure  you 
already  know  this,  Senator  Thurmond  has  introduced  legislation, 
which  I  am  cosponsoring,  specifically  to  make  the  change  you  have 
recommended  with  reference  to  boarders.  Also  the  administration 
is  very  likely  to  include  that  recommendation  in  its  proposal  con- 
cerning the  artificial  splitting  of  households  and  the  replacement  of 
stolen  or  lost  benefits.  They  have  already  announced  the  prorating 
of  benefits  for  the  first  month,  which  you  have  suggested. 

I  might  mention  I  have  a  letter  from  an  administrator  on  the 
county  level  in  North  Carolina.  And  in  January  she  was  upset 
about  the  fact  that  at  2  p.m.  on  New  Year's  Eve,  in  came  an 
applicant  for  food  stamps  to  whom  she  had  given  food  stamps  for 
the  whole  month  of  December.  And  she  wrote  at  some  length  about 
how,  first  of  all,  she  was  far  from  convinced  that  this  man,  who 
was  able  bodied,  that  he  came  under  the  classification  of  "truly 
needy." 

Well,  do  you  have  any  statistics  regarding  what  percentage  of 
the  people  in  your  State  of  Tennessee  are  receiving  food  stamps  for 
the  first  montn? 

Ms.  Puett.  Not  what  percent  are  receiving  food  stamps  for  the 
first  month.  One-seventh  of  Tennesseans,  one  in  every  seven  is  on 
food  stamps,  which  is  about  15  percent  of  our  population.  We  just 
simply  don't  keep  figures  to  determine  how  many  are  first-month 
recipients.  I  just  don^  know  that. 

The  Chairman.  It  is  sort  of  a  measurement  of  how  rapidly  the 
program  is  growing. 

Now,  Texas,  for  instance,  has  reported  9.2  percent  of  recipients 
in  that  State  are  in  their  initial  month  of  participation.  Wisconsin 
officials  have  reported  16.1  percent.  The  adminstration  has  calcu- 
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lated  a  $210  million  annual  savings  if  we  do  nothing  more  than 
implement  the  prorating  of  benefits.  And  this  is  the  thing  that  so 
many  people  lose  sight  of,  that  this  program  is  so  enormous  that 
even  the  slightest  adjustment  can  save  a  considerable  amount  of 
money. 

Now,  let  me  ask  you  about  these  lost  and  stolen  coupons. 

Any  one  of  the  three  may  answer. 

Is  there  any  particular  pattern  to  these  losses? 

Ms.  Puett.  Our  fraud  and  investigations  unit  works  very  closely 
with  local  police  departments,  because  recipients  who  report  lost 
coupons  must  go  to  the  local  law  enforcement  agency  and  report 
them  stolen.  We  have  not  been  able  to  determine  any  particular 
pattern.  We  do  know  that  the  loss  rate  is  much  higher  in  urban 
areas,  much,  much  higher  in  urban  areas. 

We  have  gone  to  direct  mail  issuance  of  stamps  in  Tennessee 
over  the  past  several  months;  and  we  have  some  counties  in  our 
State  that  have  never  reported  a  lost  coupon  issued  by  direct  mail. 
We  haven't  had  the  same  experience  in  the  urban  areas. 

The  workers  tell  me,  and  this  is  what  I  think  is  so  frustrating, 
and  the  police  officers  tell  me  of  the  certainty  that  those  coupons 
have  not  really  been  lost.  They  have  been  purposely  "lost  or 
"stolen"  or  what  have  you.  And  you  run  into  this  everywhere  you 
go.  It  is  a  very  frustrating  experience.  Those  "lost"  coupons  could 
be  used  for  other  people  who  have  greater  need,  instead  of  succes- 
sive replacements  to  some  of  these  people.  And  really  our  hands 
are  tied  in  these  cases. 

There  are  some  people  who  may  report  them  lost  or  stolen  as 
frequently  as  four  times.  And  there  is  nothing  we  can  do.  If  they 
sign  a  police  report  and  say  they  have  lost  them  and  have  not 
received  them,  there  is  nothing  we  can  do.  And  the  police  depart- 
ments are  very  frustrated  also. 

The  Chairman.  What  if,  say  the  loss  is  reported  on  the  20th  of 
the  month?  Do  you  replace  the  stamps  for  the  full  month? 

Ms.  Puett.  Yes,  sir. 

The  Chairman.  Are  you  required  to  do  that? 

Ms.  Puett.  We  are  required  to  replace  those  stamps  that  they 
said  they  lost. 

The  Chairman.  Well,  last  week  a  distinguished  citizen  from 
North  Carolina  was  in  my  office.  And  he  mentioned  just  before 
Christmas  the  shine  boy,  as  he  referred  to  him,  in  Charlotte 

Senator  Leahy.  The  which? 

The  Chairman.  A  shoeshine  boy  who  said,  "Mr.  Cameron,  would 
you  like  to  have  some  food  stamps?"  And  Cliff  said,  "No,  I  don't 
believe  I  want  any  food  stamps." 

Now,  this  is  a  very  affluent  citizen.  He  said,  "Well,  I  got  a  whole 
basket  full  of  them.  The  boy  said,  "I  collect  them  from  folks."  He 
said,  "You  can  get  candy  for  your  grandchildren." 

Now,  we  may  smile  at  that,  but  I  contend  that  this  is  part  of  the 
attitude  that  is  building;  that  it  is  all  right  to  rip  off  Uncle  Sam 
because  everybody  is  doing  it.  And  I  can  imagine  the  frustration 
that  you  folks  must  feel  on  the  local  and  State  level. 

Also,  staff  tells  me  that  an  inquiry  among  State  and  local  admin- 
istrators had  indicated  that  the  loss  or  theft  of  food  stamps  in- 
creases materially  at  holiday  seasons,  Christmas  and  Thanksgiving. 
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Ha*  that  been  your* 

Mfu  Puwt.  That  10  true. 

And  it  ha*  been  on  the  increase  overall  in  the 


The  Chaikmajt  Do  you  think  the  Senate  Appropriations  Commit- 
tee1*  recommendation  that  the  number  of  replacements  far  these 
losses  or  theft*  be  limited  to  one  time  a  year  makes  sense? 

Ms.  Puett  1  would  eliminate  replacements  altogether.  Ton  are 
simply  saying  it  is  all  right  to  be  dishonest  one  time  a  year.  And  I 
guess  my  mother  taught  me  differently. 

Mr.  PiunwucKS.  1  think  you  have  to  be  careful  that  you  don't 
really  disadvantage  somebody  who  is  truly  needy  and  has  lost 
them*  not  due  to  anything  they  had  done  on  their  own.  In  New 
York  State,  we  had  a  problem  with  replaced  authorizations  And 
along  with  USDA,  we  were  able  to  put  in  a  system  that  has 
virtually  halted  that.  We  are  now  replacing  leas  than  500  a  month, 
and  expect  to  bring  it  down  further.  And  it  is  similar  to  something 
we  did  with  public  assistance. 

We  needed  a  waiver  in  order  to  do  it  from  the  USDA.  And  we  got 
it, 

But  1  think  if  you  eliminate  replacement  entirely,  it  is  a  prob- 
lem. 

The  Chairman,  1  agree. 

And  that  would  vary  in  different  sections  of  the  country,  wheth- 
er urban  or  rural,  and  vary  with  different  factors. 

In  any  case,  as  a  general  rule,  the  adminstrator  on  the  State  and 
local  level  should  be  able  to  handle  this  without  all  of  this  dictation 
from  Washington,  D.C. 

Ms,  Purrr,  I  think  we  could  also  provide  for  legitimate  losses  by 
providing  emergency  food  assistance  rather  than  additional  cou- 
pons, which  would  certainly  discourage  those  seeking  coupons  for 
other  purposes. 

If  the  point  is  to  provide  for  food  needs,  that  would  be  an  option. 

The  Chairman.  Comparisons  may  be  odious,  but  I  want  to  ask 
this  anyway. 

AFDC  and  food  stamps,  which  of  the  programs  have  more  tightly 
defined  guidelines,  or  are  they  the  same? 

Ms.  Puctt.  No.  USDA  determines  all  the  regulations  relating  to 
the  food  ■tamp  program.  The  States  have  absolutely  no  options. 

In  the  AFDC  program,  the  States  may  tailor  that  program 
within  certain  boundaries.  There  are  options  that  States  may 
choose.  So  the  AFDC  program  is  more  closely  related  to  local  or 
State  problems  than  the  Federal  program. 

The  food  stamp  program  in  every  State  is  exactly  alike,  and  does 
not  take  into  account  any  kinds  of  differences. 

The  Chairman.  I  understand  that.  But  I  was  addressing  myself 
to  assets  and  income. 

Which  of  the  two  programs  has  the  higher? 

Ms.  Puett.  Again,  those  are  set  by  the  States;  and  they  vary  by 
States. 

The  food  stamp  asset  and  income  limitations  are  set  by  USDA. 
The  States  may  set  theirs.  They  may  match  USDA  or  they  may 
have  different  ones. 

In  Tennessee  we  have  different  ones. 
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The  Chairman.  We  have  a  file  drawer  full  of  complaints  and 
suggestions  from  administrators,  many  of  whom  have  told  us  about 
the  misrepresentations  at  the  time  of  application  to  the  local  food 
stamp  office. 

What  sort  of  thing  do  you  run  into  in  Tennessee  or  in  New  York 
in  terms  of  misrepresentation  by  applicants? 

Ms.  Puett.  Well,  the  ones  that  I  mentioned  to  you  are  some  of 
the  more  common  ones,  I  think.  I  think  what  we  have  to  say  is  our 
workers  in  the  rural  areas — we  have  95  counties  in  Tennessee,  four 
of  them  are  urban  counties — in  the  91  counties  our  workers  pretty 
much  have  an  idea  of  whether  their  clients  are  telling  them  the 
truth  about  the  different  eligibility  determinants. 

The  Chairman.  But  you  are  not  allowed  to  follow  up? 

Ms.  Puett.  Very  limited  followup.  We  have  to  be  able  to  docu- 
ment why  we  are  following  up.  The  fact  is  that  with  254,000  food 
stamp  households  in  Tennessee,  and  1,400  workers,  there  is  no  way 
we  could  follow  up  on  every  single  item.  We  really  believe  that  the 
vast  majority  of  people  are  honest.  And  I  think  that  is  important  to 
say.  It  is  unfortunate  that  some  people  have  chosen  to  be  dishonest 
and  caused  it  to  become  such  a  controversial  program.  Abuses  and 
dishonesty  get  public  attention,  but  really  the  vast  majority  of 
recipients  are  honest.  I  believe  that. 

The  Chairman.  One  final  question. 

Senator  Hawkins  and  others  have  reported  a  little  scenario  that 
apparently  is  becoming  more  and  more  widespread  where  there  are 
entrepreneurs  operating  around  the  country  who  buy  surplus  food 
stamps  from  families  at  50  cents  on  the  dollar,  and  sell  them  to 
grocery  stores  for  80  cents  on  the  dollar,  and  the  grocery  store 
turns  them  into  100  cents  on  the  dollar. 

Do  you  have  any  knowledge  or  suspicions  as  to  whether  that  is 
going  on  in  Tennessee? 

Ms.  Puett.  I  have  heard  that.  I  do  not  know  that  it  is  true.  But  I 
have  heard  that  from  sources  I  would  normally  consider  reliable. 
But  certainly  I  cannot  document  that.  But  I  do  respect  the  authori- 
ty of  those  who  have  said  that  to  me. 

The  Chairman.  I  see. 

Senator  Leahy.  I  haven't  asked  any  questions  yet;  sorry. 

The  Chairman.  I  am  sorry. 

I  was  out  of  the  room. 

Proceed. 

Senator  Leahy.  Commissioner,  let  me  ask  you  a  followup  ques- 
tion on  Senator  Helms'  question,  which  is  an  excellent  question. 

I  would  assume  that  in  these  cases  if  these  people  were  of  high 
integrity,  unimpeachable  integrity,  that  either  you  directed  them 
to,  or  they  went  on  their  own,  to  the  U.S.  attorney  to  report  this 
activity.  This  is  criminal  conduct.  People  who  carry  out  fraud  and 
abuse  of  food  stamps,  isn't  that  criminal  misconduct? 

Ms.  Puett.  We  certainly  report  every  instance  we  are  aware  of. 
Our  fraud  investigations  unit  follows  it  up  and  gets  in  touch  with 
the  U.S.  attorneys  in  Tennessee,  with  district  attorneys,  with  local 
law  enforcement.  The  monitoring  of  the  use  of  food  stamps,  on  that 
it  is  not  really  clear  whose  responsibility  it  is.  I  think  it  is  clearly 
more  USDA's  responsibility  than  it  is  the  States'  responsibility. 
This  is  something  that  has  to  be  clarified. 
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Senator  Leahy.  But  when  it  is  followed  up,  do  they  prosecute? 

Ms.  Puett.  Our  attorneys  in  Tennessee  are  pretty  good  about 
that.  We  actually  could  keep  the  courts  filled  with  nothing  but  food 
stamp  cases  if  that  were  possible.  I  think  we  know  the  problem  in 
all  of  the  courts  of  the  priorities  that  district  attorneys  and  others 
have  in  prosecuting  cases. 

Senator  Leahy.  But  I  would  think,  like  you,  that  though  we  also 
hear  the  details  of  the  people  going  out  in  the  Cadillac  with  the 
color  TV  set  in  the  back  and  using  food  stamps,  they  are  not 
always  verified.  I  don't  know  if  there  is  a  flexible  license  plate,  but 
I  think  that  particular  Cadillac  has  shown  up  in  every  jurisdiction- 
al base  of  the  country,  because  some  of  the  letters  I  get  are  the 
same  type  as  Senator  Pryor  gets  and  Senator  Helms  or  you  or 
anybody  else. 

And  my  response  to  the  people  who  have  told  me  about  this — 
and  I  must  bring  up  some  of  my  own  background  as  a  former 
prosecutor — I  just  tell  them  to  report  it.  If  you  have  the  license 
plate,  report  it. 

Oftentimes  I  get  the  response:  "Well,  I  didn't  really  see  it  myself, 
but  my  neighbor  saw  it.  And  I  will  say,  "Well,  let's  get  your 
neighbor  on  the  phone  and  ask  him."  Then  it  is,  "Well,  I  didn't  see 
it.  I  heard  down  at  work  about  it." 

I  am  not  suggesting  that  there  is  not  fraud.  There  are  areas 
where  we  need  to  tighten  the  laws  on  this.  If  people  are  fraudulent- 
ly getting  these  things,  they  should  be  prosecuted;  there  is  no 
question  about  it  at  all.  Because  to  the  extent  that  somebody  rips 
off  the  system,  it  hurts  the  chances  of  those  truly  needy  to  get  food 
stamps.  And  there  are  hungry  people  in  this  country  of  all  age 
levels  and  in  all  parts  of  the  country  who  desperately  need  these 
food  stamps,  and  they  should  not  have  to  carry  the  burden  of  the 
others. 

But  on  the  other  hand,  I  also  found  on  a  slow  day  that  there  are 
many  who  can  find  food  stamp  frauds  in  the  air,  and  don't  pros- 
ecute it  or  follow  it  up. 

Let  me  ask  you,  what  is  the  error  rate  in  Tennessee? 

Ms.  Puett.  The  dollar  error  rate  for  the  last  sampling  period  was 
12.5  percent. 

Senator  Leahy.  How  does  that  compare  to  other  States  in  the 
region? 

Ms.  Puett.  I  am  not  sure  how  that  ranks  with  other  States  in 
the  region  off  the  top  of  my  head.  It  is  about  the  national  average. 
I  do  know  that. 

Senator  Leahy.  What  do  you  think  of  mandatory  retrospective 
accounting? 

Ms.  Puett.  Well,  once  again,  I  would  agree  with  what  my  part- 
ner from  New  York  said;  that  this  would  require  some  massive 
systems  changes  in  order  to  put  into  effect — and  that  is  a  very  real 
problem  that  we  would  have  to  deal  with. 

I  think  as  a  philosophy  we  would  concur  that  that  would  provide 
some  checks  that  we  do  not  have.  But  it  would  not  be  an  easy 
system.  It  could  not  be  gone  to  overnight. 

It  is  an  option  now.  The  fact  that  most  States  have  chosen  not  to 
use  that  form  of  budgeting  may  suggest  the  administrative  prob- 
lems associated  with  it  in  making  the  changeover. 
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Senator  Leahy.  Does  eliminating  the  purchase  requirement,  does 
that  cut  into  administrative  costs? 

Ms.  Puett.  I  don't  know  if  any  study  that  has  been  made  to 
make  that  determination,  whether  it  would  or  not. 

Senator  Leahy.  What  is  your  reaction?  Do  you  think  it  did? 

Mr.  Puett.  I  really  don't  know.  I  just  really  don't  know. 

Senator  Leahy.  Does  the  gentleman  from  New  York  have  any 
study  on  that?  • 

Mr.  Fredericks.  We  haven't  made  a  study,  but  I  do  think  it  did 
reduce  the  administrative  expenses  because  when  we  eliminated 
the  purchase  requirement,  we  went  from  two  ADTP's  to  one,  and 
thereby  saving  a  transaction  cost  in  each  case.  It  is  not  a  large 
saving. 

Senator  Leahy.  There  was  some  concern  expressed  in  this  com- 
mittee that  collectively  a  lot  of  banks  were  also  making  a  great 
deal  of  money  on  them,  when  there  was  a  purchase  requirement, 
the  banks  were  holding  the  funds  for  a  day  or  two,  and  paying  no 
interest  to  anybody  and  then  passing  them  on  to  the  Government. 
That  has  been  eliminated. 

Mr.  Harwich.  Senator,  that  is  right.  We  have  a  tremendous 
problem  in  New  York  State  trying  to  get  our  checks  cashed.  It  is  a 
tremendous  flow  of  money  back  to  the  Federal  Treasury. 

The  USDA  was  always  trying  to  make  us  move  faster.  And  it 
was  very,  very  difficult.  And  they  did,  indeed,  the  banks,  enjoy  the 
flow  of  the  Federal  money. 

Senator  Leahy.  In  urban  areas,  it  would  be  rather  substantial? 

Mr.  Harwich.  Right. 

Senator  Leahy.  Let  me  ask  one  last  question. 

There  have  been  discussions  of  decreasing  the  amount  of  food 
stamps  to  an  otherwise  eligible  family  if  a  member  of  that  family  is 
on  the  school  lunch  program.  I  had  not  seen  in  the  administration's 
proposed  whether  changes  are  made  when,  for  example,  around 
Christmas  time  if  the  school  is  out  for  2  weeks,  if  changes  are  made 
there. 

Do  you  count  the  number  of  days  that  children  attend  school?  Do 
you  balance  Valentine's  Day,  as  a  holiday,  versus  Columbus  Day? 

What  about  the  summer,  and  so  on? 

And  I  was  trying  to  figure  out  in  my  own  mind  over  the  weekend 
in  looking  at  some  of  the  material,  to  figure  out  just  how  you 
handle  the  administration  on  that.  This  is  aside  from  the  question 
where,  if  somebody  is  truly  hungry,  that  maybe  they  are  now 
becoming  gluttons  overnight  by  that  school  lunch. 

But  commissioner,  let's  just  start  with  you. 

Are  you  aware  of  those  proposals? 

Ms.  Puett.  I  am  aware  of  them. 

Senator  Leahy.  If  that  was  done,  what  would  be  the  effect  of 
this? 

Ms.  Puett.  I  think  it  could  be  an  administrative  nightmare, 
depending  on  how  it  would  be  implemented.  My  personal  feeling  is 
that  while  I  understand  what  is  trying  to  be  accomplished  by  that, 
I  think  that  there  are  other  reforms  in  the  program  that  I  person- 
ally would  give  higher  priority  to. 

If  we  are  talking  about  a  standard  deduct  on  families,  that  would 
be  one  thing.  But  if  you  are  talking  about  monitoring  a  program  of 
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children — all  schools  are  not  on  the  school  lunch  program.  Chil- 
dren do  not  eat  every  day  in  school  either.  There  are  hundreds  of 
thifigff 

A*  1  say,  it  could  become  an  absolute  administrative  nightmare. 
So  to  say  that  1  support  what  you  are  talking  about,  until  I  see  how 
it  is  proposed  to  be  implemented,  I  would  certainly  want  to  refrain 
from  endorsing  it. 

Senator  Leahy.  Mr.  Fredericks? 

Mr.  Fredericks.  New  York  State  is  opposed  to  it  I  believe  it 
would  be  a  tremendous  administrative  burden,  would  increase  ad- 
ministrative costs  and  require  additional  staff.  I  think  the  only  way 
to  equitably  handle  a  situation  like  that  would  be  to  set  up  a  school 
reporting  system  that  would  report  back  to  the  local  social  services 
department  the  actual  lunches  or  breakfasts  the  child  did  receive. 

We  have  done  some  projections  for  Senator  Moynihan's  office. 
These  are  not  updated,  unfortunately.  We  did  this  when  the  pro- 
posal was  considered  last  year. 

Based  on  the  thrifty  food  plan  at  that  time  for  an  AFDC  mother 
with  four  children,  whose  children  were  participating  in  both  the 
school  lunch  and  school  breakfast  programs,  they  would  end  up 
owing  the  Federal  Government  $7  a  month.  Now,  I  don't  think  that 
is  auite  what  we  were  trying  to  accomplish. 

Senator  Leahy.  I  got  a  call  from  one  of  the  school  administrators 
back  home.  He  said,  "Patrick,  if  this  is  an  example  of  streamlining 
Government  by  cutting  costs  and  removing  regulations  and  doing 
away  with  the  bureaucracy,  I  would  hate  to  see  what  it  was  like  if 
you  wanted  to  increase  it  in  those  areas."  And  I  quite  frankly  could 
not  see  how  we  could  do  it. 

Senator  Pryor,  do  you  have  any  questions?  I  am  going  to  pass  the 
gavel  to  you.  I  am  going  to  go  upstairs  for  another  matter.  I  will  be 
putting  some  further  questions  in  the  record.  And  I  will  leave  this 
whole  program  to  the  tender  mercies  of  you  and  Senator  Helms. 

Senator  Pryor.  You  are  very  complimentary.  Thank  you. 

Mr.  Fredericks,  how  many  people  in  New  York  State  do  you  have 
administering  the  food  stamp  program? 

Mr.  Fredericks.  I  really  don't  know  the  answer  to  that  question 
because  we  are  a  State  supervised  and  locally  administered  pro- 
gram. 

Senator  Pryor.  Just  roughly  how  many  do  you  have  on  the  State 
and  local  level? 

Mr.  Fredericks.  In  the  State  we  have  about  13  people,  I  believe. 

Senator  Pryor.  Thirteen  people? 

Mr.  Fredericks.  Yes. 

Senator  Pryor.  And  then  the  food  stamps  would  actually,  could 
actually  be  distributed  physically  on,  say,  the  local  levels? 

Mr.  Fredericks.  That  is  correct. 

Senator  Pryor.  And  do  you  know  how  many  people  are  involved 
at  the  local  level  in  the  distribution  process? 

Mr.  Fredericks.  I  don't  have  the  answer  to  that  question,  sir. 

Mr.  Harwick.  It  would  be  about  600  in  the  city  of  New  York. 

Senator  Pryor.  600? 

Mr.  Harwick.  That  is  just  NPA. 

Senator  Pryor.  That  would  only  be  the  nonpublic  assistance 
households? 
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Mr.  Fredericks.  That  would  only  be  the  nonpublic  assistance 
households,  because  the  same  worker  who  does  aid  to  families  with 
dependent  children  would  also  determine  eligibility  for  that  client; 
and  we  have  probably  another  800  or  900  AFDC  workers  in  New 
York  City. 

Senator  Pryor.  Why  is  the  social  security  program  administered 
at  a  cost  of  approximately  2  percent  or  less,  and  the  food  stamp 
program  administered  at  a  cost  of  10  percent  or  more? 

Ms.  Puett.  I  would  think  that  probably  should  be  addressed  to 
the  USDA  officials  and  not  to  the  States. 

Mr.  Fredericks.  I  think  one  of  the  things  that  would  determine 
the  answer  to  that  question,  sir,  is  that  the  social  security  pro- 
grams are  not  changing  that  radically  from  month  to  month  and 
from  year  to  year  as  the  food  stamp  act.  We  have  seen  a  new 
program  in  1977.  It  has  been  amended  several  times.  Each  time  it 
has  been  amended  it  has  created  additional  work. 

It  also  requires  some  more  frequent  determination  of  eligibility,  I 
believe,  than  social  security. 

Senator  Pryor.  On  that  question,  or  in  that  area,  I  should  say, 
we  adopted — again,  searching  frantically  and  desperately  for  an 
alternative  to  the  program  as  to  how  we  can  cut  back  in  some  way 
the  growth  of  the  program  without  really  impacting  on  those  who 
truly  deserve  and  are  eligible  for  the  food  stamps— but  if  we  went 
to  a  regional  income  test  rather  than  a  national  income  test,  would 
that  be  acceptable? 

Mr.  Fredericks.  Yes,  I  think  that  would  be  acceptable  from  New 
York's  viewpoint. 

Senator  Pryor.  It  may  not  be  acceptable  in  Arkansas'  viewpoint. 
I  am  not  certain. 

But  how  would  this  impact  on  New  York?  Would  you  then  get 
the  highest  amount  per  week  allocation  or  per  month  allocation? 

Mr.  Fredericks.  I  don't  think  I  can  answer  that  without  knowing 
what  the  basis  for  eligibility  determination  would  be,  sir. 

Senator  Pryor.  Has  there  been  any  study  done  in  this  field? 

Mr.  Fredericks.  I  don't  believe  so,  sir. 

Senator  Pryor.  I  have  been  very  interested  in  the  elderly  partici- 
pation in  food  stamps.  And  it  is  my  understanding  that  when  the 
purchase  requirement  was  removed  from  the  food  stamp  program, 
we  saw  a  dramatic  increase  in  the  elderly  participation.  And  the 
study  reflects  and  the  indication  is  that  the  elderly,  before  the 
purchase  requirement  was  removed,  that  they  did  not  have  that 
extra  cash  to  enter  and  become  a  participant  in  the  program. 

Is  that  correct?  Is  that  a  fair  statement? 

Mr.  Fredericks.  That  is  a  fair  statement. 

Senator  Pryor.  It  is  also  my  understanding  among  the  elderly 
population  that  many,  many  thousands  of  elderly  citizens  today 
who  are  eligible  for  food  stamp  benefits  are  not  participating  in  the 
program. 

Would  you  address  yourself  to  that?  Is  that  a  correct  fact,  or  is 
that  an  incorrect  assumption? 

Mr.  Fredericks.  I  think  in  New  York  State  that  it  might  not  be 
correct,  sir.  There  are  obviously  some  elderly  eligible  people  who 
are  not  participating;  but  by  and  large,  New  York  State  has  man- 
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aged  to  bring  into  the  food  stamp  program  most  of  the  eligible 
clients. 

And  in  our  nonpublic  assistance  figures,  51  percent  of  them 
contain  a  member  who  is  60  years  of  age  or  older,  51  percent  of 
720,000  households. 

Senator  Pryor.  I  think  the  study  indicates  also  that  among  the 
elderly  there  is  such  an  enormous  sense  of  pride  that  many  of 
them  feel  like  they  don't  want  to  participate  in  a  program  because 
many  of  them  consider  this  a  handout. 

And  I  am  not  saying  that  it  is  a  handout  program,  but  at  least 
this  has  been  our  understanding  of  the  feelings  of  the  elderly 
population. 

Could  you  comment  on  this? 

Ms.  Puett.  I  have  heard  those  same  statements  made  by  elderly 
persons.  I  have  personal  knowledge  of  some  of  them.  There  is  a 
significant  difference  in  the  number  of  certified  households  in  Ten- 
nessee who  are  eligible  for  food  stamps  and  those  who  actually 
receive  them.  And  how  many  of  those  are  in  the  elderly  category,  I 
don't  know.  But  there  is  a  difference  of  maybe  8,000  to  10,000. 

Mr.  Harwich.  We  have  a  demonstration  project  in  Monroe 
County,  a  very  large  county  in  New  York  State,  which  is  in  essence 
a  cash-out  project,  which  is  like  if  you  are  older,  we  write  you  a 
check  instead  of  giving  you  food  stamps.  And  our  experience  today, 
well  into  the  project,  is  that  for  this  set  of  cases,  there  has  been 
just  no  growth.  Participation  has  stayed  right  where  it  was  when 
the  program  started,  no  caseload  growth. 

Senator  Pryor.  Well,  I  would  like  to  say  on  behalf  of  the  commit- 
tee—and it  looks  like  I  am  holding  the  gavel— that  I  appreciate 
your  testimony.  I  know  the  committee  does.  I  think  that  you 
Drought  up  some  very  interesting  points.  I  wish  you  had  found 
some  solutions  for  us,  because  I  think  we  are  struggling  right  now 
to  come  up  with  a  constructive  way  out  of  this  dilemma. 

And  one  of  the  real  dilemmas  I  find  and  one  of  the  paradoxes, 
you  might  say,  is  the  discussion  we  had  this  morning  with  our 
friends  from  Fuerto  Rico  as  to  the  extent  not  only  of  the  number  of 
dollars  but  also  the  57.6  percent  of  the  population  in  the  country 
that  participates  in  it.  I  think  that  is  something  that  must  be 
addressed;  because  it  becomes  increasingly  difficult  for  us  to  ex- 
plain this  to  our  constituents. 

I  would  like  to  further  invite  any  other  suggestions  you  have. 
Don't  assume  we  have  the  answers  in  Washington,  because  we 
don't.  We  are  looking  for  people  like  yourselves  to  help  us  find 
these  solutions. 

Ms.  Puett.  Senator,  may  I  just  call  your  attention  to  the  fact 
that  we  have  attached  to  my  statement  some  very  specific  sugges- 
tions? 

Senator  Pryor.  I  appreciate  that.  I  have  read  that.  I  do  appreci- 
ate your  specific  suggestions  and  recommendations  which  you 
made. 

Too  often  we  hear  witnesses  who  tell  us  what  not  to  do  and  how 
not  to  cut  a  program,  but  they  never  give  us  a  real  concrete 
example  of  how  we  might  structure  the  act  in  these  matters. 

But  I  thank  all  of  you  very  much  for  coming  before  the  commit- 
tee. 
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Our  next  witness  is  Mr.  Ed  Richards,  investigator  general,  Texas 
Department  of  Human  Resources,  Austin,  Tex.,  representing  the 
National  Welfare  Fraud  Association. 

Mr.  Richards,  we  welcome  you  to  the  Agriculture  Committee  this 
morning. 

It  is  my  understanding  you  have  a  statement.  You  are  welcome 
to  proceed  in  any  manner  you  wish. 

Before  we  proceed,  let's  please  have  as  much  order  as  possible. 

STATEMENT  OF  EDWARD  L.  RICHARDS,  INVESTIGATOR  GENER- 
AL, TEXAS  DEPARTMENT  OF  HUMAN  RESOURCES,  AUSTIN, 
TEX.;  ACCOMPANIED  BY  JIM  GRAHAM,  DIRECTOR,  SPECIAL 
OPERATIONS  DIVISION 

Mr.  Richards.  I  would  also  like  to  introduce  Jim  Graham  of  our 
office  in  Austin,  Texas.  He  is  the  director  of  our  special  operations 
division;  and  he  is  the  one  who  has  had  a  great  deal  of  experience 
with  the  Federal  regulations.  And  he  gives  training  for  our  investi- 
gators in  Texas.1 

The  department  of  human  resources  in  Texas  is  responsible  for 
the  administration  of  the  food  stamp  program  and  19  other  public 
welfare  programs  such  as  aid  to  families  with  dependent  children, 
medicaid,  and  child  protective  services. 

I  wish  to  thank  the  members  of  the  committee  for  the  opportuni- 
ty to  present  the  views  of  the  department  on  the  need  for  improv- 
ing program  integrity  and  controls  to  better  insure  that  food  stamp 
benefits  go  only  to  those  entitled  to  them.  The  value  of  food  stamps 
distributed  in  Texas  is  expected  to  exceed  $590  million  this  year. 
Approximately  395,000  Texas  households,  or  1.2  million  individuals, 
currently  receive  food  stamps.  The  caseload  has  increased  more 
than  60  percent  since  December  1978. 

Within  the  department  of  human  resources,  the  investigator  gen- 
eral's office  is  a  relatively  small  unit  comprised  mostly  of  former 
law  enforcement  officers.  The  office  is  responsible  for  investigation 
of  suspected  criminal  activity  in  connection  with  all  department 
programs. 

The  office  was  established  in  July  of  1974.  Since  then,  we  have 
investigated  26,000  cases  of  suspected  food  stamp  fraud.  Of  these, 
17,000  were  found  to  have  involved  fraudulent  activities,  by  which 
$7  million  was  unlawfully  taken  from  the  program. 

The  majority  of  the  cases  are  referred  to  us  for  investigation  by 
the  department's  eligibility  staff.  As  of  last  month,  we  had  a  back- 
log of  10,000  cases  awaiting  investigation.  Due  to  manpower  limita- 
tions, we  have  had  to  decline  investigations  of  hundreds  of  cases 
because  action  was  barred  by  the  statute  of  limitations. 

We  believe  we  are  successful  in  Texas,  and  that  our  activities 
serve  also  as  a  deterrent  to  fraud  and  corruption.  Food  stamp  rolls 
have  declined  in  areas  where  we  have  concentrated  investigative 
work  as  newspapers,  radio  and  television  report  that  welfare  cheats 
are  being  arrested  and  prosecuted. 

From  the  time  our  criminal  investigations  began  in  1974,  the 
average  amount  involved  in  fraud  cases  has  dropped  from  about 
$600  per  fraud  case  to  $300  per  case.  Generally,  the  cases  we  work 


1  See  p.  317  for  additional  material  supplied  by  Mr.  Richards. 
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involve  falsification,  or  failure  of  the  recipient  to  correctly  report 
income,  resources  or  household  composition. 

Probably  the  key  to  our  success  is  the  full  measure  of  support  we 
receive  from  the  department's  executives  and  administrators.  We 
are  able  to  act  independently  of  the  various  program  areas  and 
answer  directly  to  the  commissioner,  who  is  the  department's  chief 
executive.  We  are  not  a  law  enforcement  agency.  Our  job  is  to 
determine  the  existence  or  probability  of  fraud,  and  to  turn  over 
these  cases  to  district  attorneys  who  make  their  own  decisions  as  to 
prosecution. 

Since  implementation  of  the  Food  Stamp  Act  of  1977 — which 
occurred  in  March  of  1979  in  Texas — we  have  found  Federal  regu- 
lations to  be  the  biggest  single  obstacle  to  our  efforts  to  prevent 
and  detect  fraud.  The  very  rules  that  are  supposed  to  control  the 
program  either  create  or  permit  situations  in  which  fraud  and 
corruption  can  flourish 

The  complexity  of  the  program  works  to  the  advantage  of  those 
determined  to  abuse  it.  Abuse  of  any  system  as  complicated  as  the 
food  stamp  program  is  difficult  to  present  coherently  in  court, 
especially  when  regulations  and  eligibility-determination  proce- 
dures change  faster  than  they  effectively  can  be  implemented.  In 
itself,  the  Food  Stamp  Act  of  1977  is  a  fairly  short,  concise  and 
understandable  document.  The  regulations  which  have  followed  it, 
however,  are  not,  and  fail  to  achieve  the  law's  intent  to  reduce 
program  fraud  and  abuse. 

Dealing  with  Federal  regulations,  proposed  and  adopted,  is  one  of 
the  most  frustrating  aspects  of  my  job  as  administrator  of  an 
investigative  unit.  When  proposed  regulations  reach  our  office,  we 
study  them  and  make  recommendations  to  the  Food  and  Nutrition 
Service  on  those  points  which  we  think  make  the  program  vulner- 
able. Rarely  have  our  comments  been  incorporated.  Also,  my  office 
has  been  visited  on  many  occasions  by  officials  of  the  U.S.  Depart- 
ment of  Agriculture.  They  ask,  "How  do  you  do  your  job?  How  do 
you  handle  such  and  such?  What  are  your  problems?"  We  tell  them 
about  our  problems  with  Federal  regulations  and  they  seem  to  be 
sympathetic  and  promise  to  see  that  our  information  gets  back  to 
the  proper  office  where  changes  can  be  made.  Little,  if  anything, 
happens. 

We  would  like  to  suggest  that  regulatory  reform  be  pushed  vig- 
orously. Our  recommendations  aimed  at  reducing  fraud  and  abuse 
include  the  following: 

One,  replacement  of  stolen  or  destroyed  food  stamps  and  authori- 
zation-to-purchase cards  should  be  severely  curtailed.  States  need 
authority  to  establish  policies  which  reduce  fraud  in  this  area. 

Two,  States  should  be  given  authority  to  define  when  and  if 
expedited  services  are  needed.  Eligibility  staff  now  are  required  to 
expedite  certification  when  all  their  instincts  tell  them  that  some- 
thing is  wrong.  We  have  found  many  cases  of  fraud  involving 
thousands  of  dollars  which  are  committed  within  a  few  days. 

Three,  the  use  of  photo  identification  cards  deserves  considera- 
tion. That  or  some  other  method  of  personal  identification  of  eligi- 
ble recipients  could  be  useful  in  other  public  welfare  programs  as 
well. 
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Four,  restrictions  on  determining  citizenship  or  legal  alien  status 
should  be  removed.  Let  me  review  briefly  some  of  the  restrictions 
and  requirements  which  we  believe  should  be  reviewed  and 
changed: 

Citizenship  status  is  supposed  to  be  declared  on  the  application. 
If  an  applicant  does  not  provide  this  information,  the  eligibility 
worker  must  have  some  specific  reason  for  pursuing  verification  of 
citizenship  or  legal  alien  status.  Even  then,  the  worker  is  not  to 
contact  the  Immigration  and  Naturalization  Service  without  the 
applicant's  written  consent; 

If  official  verification  of  citizenship  is  not  available,  the  worker 
shall  accept  a  signed  statement  from  someone  who  is  a  U.S.  citizen 
and  who  declares  under  penalty  of  perjury  that  the  applicant  or 
household  member  in  question  is  a  U.S.  citizen; 

Income  and  resources  of  an  ineligible  alien  living  in  a  food  stamp 
household  may  not  be  counted  in  determining  the  household's  level 
of  benefits,  even  though  the  ineligible  alien  may  be  the  wage 
earner  of  the  family. 

Five,  identification  and  verification  regulations  restrict  eligibility 
staff  in  their  efforts  to  determine  the  true  family  situation.  In  some 
aspects,  the  certification  process  is  a  declaration  system,  not  a 
verification  system,  and  consequently  open  to  abuse  and  fraud. 
Caseworkers  should  be  allowed  to  make  unannounced  home  visits 
and  make  collateral  contacts  to  verify  information,  without  the 
consent  of  the  applicant  or  recipient. 

Six,  direct  mall  issuance  of  food  stamps  should  be  restricted, 
perhaps  limiting  this  service  to  the  elderly  and  disabled.  If  a  fraud- 
ulent attempt  is  made  and  stamps  are  mailed  to  the  suspect,  you 
cannot  prove  a  theft  case  because  you  cannot  prove  the  recipient 
received  the  stamps. 

Seven,  consideration  should  be  given  to  writing  Federal  regula- 
tions that  are  sufficiently  broad  in  scope  to  give  the  States  greater 
flexibility  in  the  regulating  process  and  thus  enhance  the  preven- 
tion of  fraud. 

Eight,  more  stringent  regulation  and  supervision  of  grocers  who 
accept  food  stamps  are  needed.  I  believe  USDA's  Office  of  Investi- 
gations will  agree  that  the  food  stamp  is  a  black  market  currency. 
We  know  that  almost  anything  can  be  purchased  with  food 
stamps — cars,  boats,  television  sets,  narcotics,  prostitution,  whis- 
key. In  a  random  sample  of  30  individuals  and  retail  businesses  in 
the  central  Texas  area,  our  undercover  agents  were  able  to  sell 
food  stamps  at  50  cents  on  the  dollar  to  17  of  these  individuals  and 
businesses.  They  included  a  motorcycle  shop,  barbershop,  a  school- 
teacher, and  of  course,  grocery  stores.  In  another  area  of  the  State, 
we  even  paid  a  bondsman  with  food  stamps  to  get  a  man  out  of  jail. 

In  this  testimony,  I  have  been  critical  of  certain  Federal  regula- 
tions which  I  have  found  in  my  experience  to  be  conducive  to  abuse 
and  which,  in  some  situations,  thwart  or  frustrate  my  agency's 
efforts  to  deter  and  detect  fraud.  No  criticism  of  the  concept  or 
purposes  of  the  food  stamp  program  is  intended.  We  support  the 
program  as  the  best  effort  yet  devised  by  the  Federal  Government 
to  make  food  and  sound  nutrition  available  to  the  poor. 

Until  some  better  way  is  found  to  meet  those  needs,  we  have 
every  desire  to  see  its  continued  operation  in  the  most  efficient 
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rftatfrter  possible;  to  insure:  that  the  programs  benefit*  go  aniyr  to 
those  for  whom  they  are  intended. 

l^harik  you-  for  the  opportunity  to  make  seme  abmBarxa&unm 
tawan*  that  end. 

Senator  Phyor.  We  appreciate  your  msrimnny. 

Mr.  Chairman,  I  yield  back  thi*  symbol  of  power  to  you. 

l?he  CttAUtMTAN.  You  can  keep  it.  Maybe  you.  wilL  catch  some  of 
die  flack,  too, 

Mr.  ftichdrds,  I  thank  you.  for  your  excellent  tggtjnnmy.  You. 
perhaps  heard  me  this  morning  when  E  made  inquiry  of  the:  lady  of 
Tennessee  as  to  whether  there  waa  any  validity  to  the  Departs  we 
are  receiving  constantly  of  fraud  in  the  program,  the  50  cents  am 
the  dollar  fw  die  food  stamp  recipient;  the  SO  centaan  thednlkarta 
file  storekeeper,  who  then  turns  it  in  for  100  cents  an  the  dollar. 

Do  you  believe  that  ia  going  an? 

Sir  I&cirAitoe  Yea,  sir. 

The  C&AUWfAi*.  Now,  how  did  you  conduct  your  random  sample? 

Mr.  foCHAaoa.  We  had  one  or  two  af  aur  mvestigatara,  working 
together,  approach  various  individuals  and  gracms.  Let  me  say  it 
fltie  way: 

6*  Testae*  our  State  legislature  passed  a  specific  statute  making 
frarfficking  in  food  stamps  a  crime.  And  so  with  this  in  mind*  we 
felt  encouragement  from  our  legislature  to  pursue  some  of  these 
investigations.  And  we  approached  die  people  who  sold  these,  Mr. 
Chairman,  in  a  manner  such  that  we  would  not  nullify  criminal 
prosecution  with  entrapment  allegations. 

We  merely  approached  the  people  and  sold  then:  the  stamps 
A-rtd  sometimes  the  approach  was,  Does  anybody  here  know  where 
I  might  move  these  food  stamps?" 

The  CMAtXMAN.  On  page  2  of  your  testimony,  you  mention  the  |T 
million  that  was  unlawfully  taken  from  the  program  through 
fraudulent  activities. 

Mt.  1bctiA*tm.  Yes. 

The  CffAfftMA* .  What  sort  of  method  is  there  available  to  recover 
ttvis  money? 

Mt.  tUcHAtstm,  Welly  first  of  all,  it  is  our  policy  within  our  divi- 
rtOf>  that  any  time  we  develop  all  of  the  elements  of  a  criminal 
fraod  case,  we  present  these  to  the  prosecuting  attorneys  in  the 
State  (A  Texas.  And  one  of  the  methods,  of  course,  is  to  have 
r  sstftutkm  m  a  means  of  resolving  the  criminal  activity.  Usually 
r&rtitatkyt}  in  ordered  by  the  courts  when  the  people  are  convicted. 

Ttor  CttAiHMAH,  Do  you  have  any  idea  how  much  you  have  recov- 
ered? 

Mt.  HttrHAHtm  Yes, 

in  all  programs  last  year,  the  last  calendar  year,  we  recovered 
around  91  million,  Most  of  that  is  AFDC  and  food  stamp  money. 

The  CHAiHMA*,  What  is  the  conviction  rate  on  the  indictments? 

Mt.  HlCHAhtm.  Of  those  that  actually  go  to  court,  we  are  convict- 
ing around  96  to  97  percent  of  them.  I  will  give  you  an  example. 

Again,  during  the  last  calendar  year,  we  presented  to  the  pros- 
ecutors In  the  AFDC  and  food  stamp  programs,  we  disposed  of 
ti4\Mt  fraud  cases  in  the  State  of  Texas.  Of  those,  619  were  actually 
frfdset'Uted,  f?14  of  thoae  were  found  guilty.  And  of  course  many  of 
the  other  cases  are  handled  through  the  district  attorney's  office 
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with  some  sort  of  restitution  in  lieu  of  prosecution  sometimes.  But 
that  is  strictly  up  to  the  prosecuting  attorney.  And  they  are  han- 
dled similar  to  sometimes  criminal  check  cases  by  prosecutors. 
They  are  handled  with  restitution  rather  than  prosecution. 

The  Chairman.  The  figures  you  are  giving  sound  enormous. 

What  kind  of  impression  do  you  have,  just  as  one  who  has 
worked  closely  on  this?  Do  you  feel  like  you  are  just  scratching  the 
surface  as  to  what  is  really  going  on  in  the  program?  Or  are  you 
getting  a  substantial  percentage  of  the  fraud?  I  know  this  is  a 
question  you  cannot  answer  with  any  precision. 

Mr.  Richards.  It  is  very  difficult  for  me  to  answer.  We  are 
frequently  asked  that  question.  And  the  only  thing  I  can  say  is,  as  I 
mentioned  earlier,  that  we  have  10,000  pending  cases  to  investigate 
at  this  time.  And  obviously  we  will  never  be  able  to  get  to  all  of 
them.  So  we  find  of  the  cases  that  we  do  investigate,  that  the 
percentage  is  running  60  to  70  percent  fraud  in  the  cases  we  do 
investigate. 

The  Chairman.  Now,  as  I  understand  it,  you  have  made  repeated 
recommendations  to  the  Food  and  Nutrition  Service  to  implement 
this  sort  of  thing  nationwide. 

What  sort  of  response  do  you  get  from  them? 

Mr.  Richards.  Well,  we  have  had  very  little  response. 

The  Chairman.  Or  interest? 

Mr.  Richards.  No;  I  cannot  say  that.  They  are  interested  to  the 
point  that  periodically  somebody  from  USDA  visits  our  office  and 
asks  how  we  are  working  the  fraud,  what  our  procedures  are.  We 
provide  the  manuals  and  everything  we  have;  and  we  point  out  the 
problems  that  we  find  with  the  Federal  regulations.  And  we  get 
very  little  response.  But  you  know,  we  are  talking  to  a  different 
group  every  couple  of  months  from  the  Federal  Government, 
asking  us  what  is  wrong.  But  we  get  no  feedback. 

The  Chairman.  The  point  is,  they  come  down  and  ask  but  they 
don't  do  anything  about  it? 

Mr.  Richards.  Yes;  that  is  exactly  right. 

The  Chairman.  Well,  they  might  as  well  not  even  bother  asking, 
somebody  might  say. 

And  this  is  the  problem  I  have  had  as  a  Senator.  The  Federal 
employees  charged  with  the  operation  of  the  program  have  done 
everything  in  the  world  to  thwart  any  cleanup  of  the  program. 
They  say,  "Oh,  we  have  done  this  and  we  have  done  that."  But  to 
the  contrary,  really. 

I  remember  one  day,  people  from  the  FNS  rushing  on  out  of  here 
just  like  the  building  was  on  fire  when  an  amendment  had  passed 
that  I  offered.  And  I  found  out  later  they  went  back  to  their  offices, 
got  on  the  WATTS  line,  which  is  paid  for  by  the  taxpayers,  and 
they  engineered  and  orchestrated  a  great  national  protest  against 
Senator  Helms.  And  they  made  all  sorts  of  allegations,  that  Sena- 
tor Helms  wanted  to  take  food  out  of  the  mouths  of  the  needy,  of 
the  hungry. 

And  that  is  a  falsehood. 

If  anything  has  been  clear  from  the  very  beginning,  it  is  that  we 
want  to  do  more  for  the  truly  needy  and  eliminate  these  ripoff 
artists.  But  trying  to  get  a  handle  on  this  thing  up  to  now  has  been 
virtually  impossible.  I  have  not  been  successful. 
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Oh,  we  have  made  some  inroads.  I  have  saved  $1  billion  here  and 
$1  billion  there  by  my  interest.  But  I  do  hope  that  the  new  admin- 
istration and  the  new  Secretary  of  Agriculture  and  the  new  people 
operating  FNS  are  going  to  bear  in  mind  that  it  is  the  truly  needy 
of  this  country  that  this  program  was  designed  to  help,  not  these 
people  who  walk  in  and  say  the  Government  owes  me  a  living. 

Now,  on  page  5,  you  state,  "The  present  regulations  prohibit 
verification  of  facts  stated  to  food  stamp  eligibility  workers." 

Would  you  elaborate  on  what  types  of  Federal  limitations  impede 
eligibility  determination? 

Mr.  Richards.  Senator,  if  you  don't  mind,  I  will  ask  Jim. 

Mr.  Graham.  Senator,  a  general  statement  to  that  effect  would 
be  when  we  first  started  our  investigations  in  food  stamp  fraud 
activities  in  1974,  the  program  struck  us  as  a  verification  system 
more  than  it  does  now.  Verifications  that  were  everyday  and  com- 
monplace for  the  food  stamp  certification  worker  then,  Senator, 
don't  exist  now. 

For  instance,  the  regulations  do  say  now  that  we  are  required  to 
verify  income  and  various  other  points.  But  further  regulations 
make  it  very  difficult  to  do  that,  and  especially  in  light  of  the  fact 
that  before  a  verification  can  take  place,  the  documentation  of  the 
need  for  that  verification  has  to  be  included  in  that  case  folder. 

It  is  not  so  much  that  the  Federal  regulations  say,  "You  will  not 
verify,"  they  say,  "You  will  verify,  but  also  you  must  do  this  and 
this  and  this  to  substantiate  your  need  for  the  verification." 

For  example,  the  illegal  alien  problem,  verification  of  that  is  not 
a  question  for  the  caseworkers  unless  there  is  something  on  the 
application  itself  or  something  during  the  interview  that  gives  that 
caseworker  a  suspicion  this  is  an  illegal  alien. 

Simply  the  fact  that  the  recipient  is  living  on  the  Texas  border  of 
Mexico,  comes  in  and  does  not  speak  English  and  is  maybe  driving 
a  car  with  Mexican  license  plates  and  can't  give  you  a  very  good 
answer  as  to  what  other  types  of  aid  he  had  applied  for,  and  this 
kind  of  thing,  but  as  long  as  that  recipient  does  not  put  down,  "I 
am  an  illegal  alien,"  then  that  cannot  become  a  question  of  certifi- 
cation for  the  worker. 

The  Chairman.  You  have  got  to  be  kidding. 

Mr.  Graham.  No,  sir. 

The  Chairman.  Well,  my  time  is  up. 

Let  me  just  ask  you  one  final  question. 

Now,  I  do  a  lot  of  advocating  myself,  and  I  have  not  only  respect 
for  advocacy  groups  and  their  right  to  be  heard,  but  for  people  like 
yourself.  And  in  your  case,  what  you  are  trying  to  do  is  ferret  out 
abuse  and  fraud;  is  that  correct? 

Mr.  Richards.  That  is  correct. 

The  Chairman.  Now,  what  sort  of  confrontations  or  difficulties 
have  you  had  with  any  advocacy  groups? 

Mr.  Richards.  We  have  not  had  real  confrontations.  In  fact,  we 
were  surprised  back  in  the  beginning  when  our  division  first  start- 
ed its  fraud  operation  with  something  that  happened. 

I  personally  made  a  meeting  with  a  national  welfare  rights  orga- 
nization, and  those  people  seemed  to  support  what  we  were  doing. 

The  Chairman.  That  is  good. 
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Mr.  Richards.  They  indicated  they  were  no  more  for  fraud  in  the 
program  than  we  were. 

The  Chairman.  That  is  certainly  good. 

Mr.  Richards.  We  had  some  very  mild  criticism  from  some  legal 
aid  people  in  Texas;  you  know,  recommending  things,  not  liking  to 
see  us  take  our  cases  into  criminal  prosecution  rather  than  going 
to  some  administrative  fraud  hearing;  well,  handling  the  cases 
administratively  rather  than  going  the  prosecution  route.  We  have 
had  these  types  of  things.  But  we  have  had  no  real  major  problems. 

The  Chairman.  That  is  very  good. 

Thank  you. 

Senator  Pryor? 

Senator  Pryor.  I  just  have  a  couple  of  questions. 

Mr.  Richards,  what  Federal  agencies  do  you  have  to  deal  with  in 
your  fraud  investigations?  You  have  already  mentioned  the  Immi- 
gration Service  and  the  Food  and  Nutrition  Service  of  the  USDA. 

Are  there  other  Federal  entities  that  you  have  to  deal  with  on  a 
daily  basis  to  administer  your  charge? 

Mr.  Richards.  Yes,  sir.  We  are  dealing  with  the  Social  Security 
Administration. 

Senator  Pryor.  What  about  the  Department  of  Health  and 
Human  Services? 

Mr.  Richards.  Yes,  sir. 

Senator  Pryor.  What  about  the  Department  of  Commerce? 

Mr.  Richards.  Not  to  my  knowledge.  Some  of  our  investigators 
may  have  had  some  dealings  that  I  would  not  know  of. 

Senator  Pryor.  What  about  the  Department  of  Justice? 

Mr.  Richards.  Yes,  sir;  we  do. 

Senator  Pryor.  And  are  there  other  areas  within  the  USDA  you 
have  to  deal  with  on  a  daily  basis,  not  only  in  the  administration  of 
the  program  but  also  finding  the  fraud  and  abuse? 

Mr.  Richards.  Most  of  our  direct  and  close  working  relationships 
with  USDA  have  been  with  the  Office  of  Investigations. 

Senator  Pryor.  On  the  State  level,  in  the  State  of  Texas,  how 
many  State  or  local  agencies  are  you  having  to  deal  with?  What  I 
am  trying  to  determine  very  simply  is  not  only  the  size  of  the 
bureaucracy,  but  the  cost  of  the  bureaucracy.  I  am  trying  to  come 
to  grips  with  this  issue.  Would  you  help  us? 

Mr.  Richards.  Yes,  sir. 

We  deal  probably  with  75  percent  of  all  the  State  agencies,  such 
as  the  Texas  Department  of  Public  Safety,  the  Texas  Employment 
Commission,  the  attorney  general's  office. 

Senator  Pryor.  Is  this  in  the  administration  of  the  program  or 
the  fraud  finding? 

Mr.  Richards.  No,  sir.  It  is  in  the  fraud  investigations. 

Senator  Pryor.  Do  you  have  any  feelings  that  the  error  rate  or 
the  abuse  rate  might  be  less  if  the  program  were  a  State-adminis- 
tered program? 

Mr.  Richards.  That  is  a  State-administered  program. 

Senator  Pryor.  I  understand  the  State  is  interested  in  regula- 
tions set  in  Washington.  If  the  State  set  the  eligibility  require- 
ments, would  you  have  more  or  less  abuse  in  the  system? 

Mr.  Richards.  Senator,  I  don't  feel  really  qualified  to  try  to 
answer  that.  There  could  be  benefits  both  ways,  I  think. 
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Senator  Psyobl.  When  ywi  are  «it  jb  the  field  trying  to 
mine  the  extent  of  fraud  in  many  of  these  cases,  are  yw,  at  the 
same  time  fixuiing  indi^^ 
but  who  cannot  meet  Hie  teat  -of  the  food  stamp  Teqparaneni? 

Mr.  Ejchajkj*  Yes. 

Senator  Psrofc  A  large  Bomber  of  these  cases? 

Mr.  &chas&s~  Excuse  me.  I  naamidea  stood. 

Senator  Fbtok.  Are  you  finding  people  whs  need  to  fee  WjgWp 
for  the  food  stamp  program  bat  vfaon  through  certain  require- 
ments, do  not  qualify  for  these  beoeBg? 

Are  you  finding  cases  like  thig? 

Mr.  Rjghabds.  No,  sir.  Ton  mean  that  are  not  efigMe,  that  are 
meeting  all  the  criteria  for  eligibility  and  that  I  feel  they  should  be 


Pbyob-  I  am  really  trying  to  find  out  how  many  of 
people  you  come  in  contact  with  who  really  ought  In  be  receiving 
stamps  but  because  of  regulations  cannot  receive  them.  The  para- 
dox, of  course,  would  be  that  there  are  many  receiving  food  stamps 
who  should  not  actually  be  receiving  them.  I  am  trying  to  draw 
that  distinction. 

Mr.  Graham.  In  response  to  that,  our  job  is  very  narrow  in  one 
sense.  We  deal  with  the  people  who  are  receiving  them.  We  don't 
do  the  certification  work,  and  consequently  we  don't  deal  with  this. 
We  don't  deal  with  outreach  programs  from  that — and  that  kind  of 
thing, 

Our  investigations  are  zeroed  in  on  people  who  are  participating 
or  who  have  participated  So  really  I  don't  think  we  have  a  good 
feel  for  the  question  you  are  putting  to  us. 

Senator  Pr  yor.  Do  you  feel  that  the  State  of  Texas  is  making 
progress  in  the  field  finding  the  fraud  and  coming  to  grips  with  it 
m  to  how  to  prosecute  those  fraudulent  cases? 

Mr,  Richards,  Yes,  sir,  I  do. 

Senator  Pryqr,  Do  you  think  this  is  true  nationwide,  or  just  in 
Texa*? 

Mr,  Richards,  I  doubt  that  it  is  true  nationwide.  However,  I 
don't  have  facts  to  back  that  up. 

Senator  Pbyor,  I  think  that  is  all  the  questions  I  have. 

The  Chairman.  Thank  you,  Senator. 

Do  you  know  that  the  Senate  Appropriations  Committee  was 
highly  complimentary  about  your  efforts  in  Texas? 

Mr,  Richards,  No. 

The  Chairman,  We  will  have  to  send  you  a  copy  of  that 

I  thank  you  very  much  for  your  patience. 

Keep  up  the  good  work. 

Now  we  are  pleased  to  have  as  our  second  panel,  the  Reverend 
Eugene  Marino,  Auxiliary  Bishop,  Archdiocese  of  Washington,  rep- 
resenting the  U.S.  Catholic  Conference;  the  Reverend  John  T. 
Walker,  Episcopal  Bishop  of  Washington,  representing  the  Inter- 
faith  Conference;  Mary  Nelson,  director,  Luther  Family  Mission, 
Chicago,  III,  representing  the  Lutheran  Council  in  the  U.S.A.;  the 
Reverend  Richard  Wood,  director,  Illinois  Consortium  of  Govern- 
ment Concerns,  Springfield,  111. 

The  committee  welcomes  each  of  you.  We  will  listen  to  your 
testimony  with  great  interest. 
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I  imagine  that  you  will  want  to  proceed  in  the  order  listed  on  my 
schedule  here.  So,  Reverend  Marino,  if  you  wish  to  proceed,  you 
may. 

If  you  have  a  prepared  statement  you  would  like  to  be  printed  in 
the  record  in  its  entirety,  we  will  do  that.  Or  you  can  summarize, 
or  proceed  as  you  see  fit. 

STATEMENT  OF  REV.  EUGENE  MARINO,  AUXILIARY  BISHOP, 
ARCHDIOCESE  OF  WASHINGTON,  REPRESENTING  THE  U.S. 
CATHOLIC  CONFERENCE 

Reverend  Marino.  Thank  you. 

I  am  Bishop  Eugene  Marino.  I  am  Auxiliary  Bishop  of  the  Catho- 
lic Archdiocese  of  Washington.  And  I  speak  today  on  behalf  of  both 
the  Archdiocese  of  Washington  and  also  the  U.S.  Catholic  Confer- 
ence. 

The  U.S.  Catholic  Conference  is  the  national  social  action  agency 
of  the  Roman  Catholic  Bishops.  And  I  want  to  thank  you  for  the 
invitation  to  speak  today.  I  do  have  a  statement  I  would  ask  you  to 
place  into  the  record.1 

The  Chairman.  Without  objection,  it  will  be  done. 

Reverend  Marino.  Mr.  Chairman,  if  I  may  begin  by  citing  the 
Bible,  I  would  call  your  attention  to  that  section  in  Holy  Scripture 
in  which  it  is  stated  that  on  the  day  of  judgment,  Our  Lord  will  say 
to  the  just:  "I  was  hungry  and  you  gave  me  to  eat,"  and  the  just 
will  say:  "When,  Lord,  when  did  we  give  you  to  eat?"  And  the  Lord 
will  say:  "When  you  gave  to  the  least  of  mv  bretheren;  come  you 
blessed  of  my  Father,  into  eternal  salvation/ 

There  is  no  doubt  in  my  mind  but  that  every  person  in  this  room 
firmly  believes  in  the  fundamental  right  of  every  human  being  to 
sufficient  food  to  sustain  life.  Every  citizen  of  the  United  States  of 
America,  the  wealthiest  Nation  on  the  face  of  the  Earth,  has  this 
basic  right  to  a  nutritionally  adequate  diet. 

The  food  stamp  program  has  become  over  the  past  decade  the 
single  most  important  form  of  Federal  nutrition  assistance  for  the 
poor  and  working  poor  families.  It  has  marked  a  commitment  on 
the  part  of  this  Nation  to  insure  adequate  nutrition  for  all  our 
people.  It  is  our  strongest  desire  that  this  commitment  not  be 
diminished  by  current  efforts  to  cut  the  Federal  budget.  Indeed,  the 
need  for  full  funding  of  the  food  stamp  program  is  especially  great 
during  this  time  when  so  many  American  families  are  afflicted  by 
unemployment  and  economic  hardship. 

While  I  speak  for  the  entire  U.S.  Catholic  Conference  in  defend- 
ing the  rights  of  the  needy  throughout  America,  allow  me  to  draw 
attention  specifically  to  my  own  locality.  The  Archdiocese  of  Wash- 
ington includes  the  District  of  Columbia  and  five  surrounding 
Maryland  counties.  This  geographical  area  has  a  population  of 
slightly  over  2  million,  of  whom  1  out  of  every  13  receives  food 
stamps.  In  the  District  of  Columbia,  one  out  of  every  seven  persons 
receives  food  stamps. 

Unfortunately,  even  with  this  effort,  the  existing  food  stamp 
program  and  the  other  food  assistance  programs,  do  not  meet  all 
the  needs  of  the  hungry.  The  churches  and  synagogues  of  all  faiths 


1  See  p.  327  for  the  prepared  statement  of  Reverend  Marino. 
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tn  thin  region  have  had  to  estabtirii  supplemental  food  programs  in 
an  attempt  to  assure  that  the  people  had  enoagh  food. 

Mont  c^T  the  129  Catholic  parishes  have  food  pantries  or  soap 
kitchens  and  in  just  about  all  cases,  the  food  donations  are  depeted 
well  before  the  next  donation  occurs.  The  archdiocese  has  opened 
centers  where  needy  women  are  served  breakfast  and  lunch,  and  at 
one  center  the  number  of  people  served  has  increased  by  34  per- 
cent in  the  past  year. 

The  archdiocese  is  not  alone  in  its  effort  to  alleviate  hunger  in 
Metropolitan  Washington.  We  have  worked  closely  with  other  faith 
communities  in  providing  food  through  scores  of  food  pantries, 
social  service  centers,  soup  kitchens,  and  hospitality  houses. 

In  conjunction  with  the  Interfaith  Conference  of  Metropolitan 
Washington  and  other  community  organizations,  we  actively  sup- 
ported the  establishment  of  a  food  bank  in  Washington.  It  was 
established  in  January  1980,  and  has  grown  rapidly,  to  the  extent 
that  last  month,  over  100,000  pounds  of  food  was  distributed  to 
areawide  emergency  meal  and  food  providers  who  in  turn  distribut- 
ed the  food  to  needy  individuals  and  families. 

These  efforts  are  to  be  applauded,  and  the  Catholic  Church  will 
continue  to  promote  individual,  voluntary,  and  charitable  acts  to 
alleviate  the  problem  of  hunger. 

Indeed,  the  extent  of  the  demand  placed  on  our  own  voluntary 
programs  to  feed  the  hungry  only  serves  to  emphasize  that  the 
congressional  resolution  to  provide  every  person  with  a  nutritional- 
ly adequate  diet  is  far  from  being  realized.  My  point  here  is  to 
emphasize  that  even  with  the  food  stamp  program  as  it  exists 
today  and  supplemented  by  the  churches  and  other  charitable  in- 
stitutions, there  are  many  human  beings  within  earshot  of  our 
proceedings  today  who  do  not  receive  a  nutritionally  adequate  diet 
and  who  go  to  bed  with  the  pains  and  tears  of  hunger. 

Seen  in  this  context,  the  current  proposals  to  cut  existing  Feder- 
al food  programs  by  more  than  $4  billion  are  extremely  disturbing. 
Indeed,  we  believe  that  such  action  would  be  an  abdication  of  the 
Government's  responsibility,  a  moral  responsibility,  to  see  that  all 
of  its  citizens  are  adequately  fed. 

The  proposed  reductions  in  food  and  nutrition  programs  would 
force  thousands  of  families  to  turn  to  the  churches  and  nonprofit 
agencies  for  assistance.  As  I  have  indicated,  these  voluntary  groups 
are  already  hard  pressed  to  meet  the  needs  of  the  poor.  The  flood 
of  additional  requests  resulting  from  the  budget  cuts  could  simply 
not  be  met. 

There  has  recently  been  much  rhetoric  regarding  fraud  and 
abuse  of  the  food  stamp  program.  We  are  in  complete  support  of 
eradicating  any  fraud  and  abuse  which  deprives  the  needy.  Last 
year,  15  measures  were  added  to  the  Food  Stamp  Act,  measures 
which  Representative  Foley  called  "the  strongest  antierror  and 
antiabuse  provisions  ever  incorporated  in  any  income  security  bill/' 
Ix*t  uh  continue  to  eliminate  abuse  but  let  us  not  use  past  myths 
and  unfounded  accusations  to  destroy  a  program  upon  which  mil- 
lions of  Americans  depend  for  their  very  life. 

In  closing,  I  would  like  to  emphasize  that  this  debate  over  food 
stamps,  as  well  as  the  larger  debate  over  the  Federal  budget,  is  not 
simply  a  debate  about  numbers  and  dollars  and  programs.  It  is 
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about  human  beings — their  joys  and  their  sorrows,  their  smiles  and 
their  tears. 

It  is  about  American  families — about  whether  or  not  they  will 
have  enough  food  on  the  table,  and  whether  or  not  their  children 
will  have  a  suitable  diet  to  allow  for  full  mental  and  physical 
development.  It  is,  in  short,  a  debate  about  human  dignity. 

Let  me  implore  you  to  oppose  cuts  in  food  stamps,  cuts  which 
would  sap  the  vitality  of  life  from  millions  of  Americans.  Let  the 
world  look  upon  us  as  a  nation  of  compassion  for  our  poor  with 
food  as  a  human  right  available  to  all  Americans.  For  no  matter 
what  the  cost,  it  is  far  less  than  the  cost  of  one  American  life.  Can 
the  wealthiest  nation  on  the  face  of  the  Earth  do  any  less  for  its 
own  people? 

Thank  you  for  the  opportunity  to  express  our  views. 

The  Chairman.  Thank  you. 

Reverend  Walker? 

STATEMENT  OF  REV.  JOHN  T.  WALKER,  EPISCOPAL  BISHOP  OF 
WASHINGTON,  REPRESENTING  THE  INTERFAITH  CONFER- 
ENCE, AS  PRESENTED  BY  REV.  LLOYD  CASSON 

Canon  Casson.  Mr.  Chairman,  I  am  the  Reverend  Lloyd  Casson, 
Canon  of  Washington  Cathedral,  and  president  of  the  Episcopal 
Urban  Caucus,  which  is  a  national  society  of  the  Episcopal  Church 
concerned  with  a  ministry  for  the  poor.  I  am  also  here  today  for 
Bishop  Walker,  an  Episcopal  Bishop  of  Washington. 1 

The  Chairman.  I  am  sorry  about  the  misidentification  of  you. 

Canon  Casson.  He  could  not  be  here  today. 

Mr.  Chairman,  deeply  rooted  in  the  teachings  of  the  religious 
traditions  which  are  shared  by  perhaps  most  of  the  people  in  this 
room  is  the  understanding  that  feeding  the  hungry  is  an  issue  of 
justice;  that  is,  all  people  have  the  right  to  eat.  And  yet,  millions  of 
Americans  live  with  hunger  as  their  constant  companion. 

We  understand  that  principle  of  universal  right  as  it  applies  to 
other  areas:  to  education,  for  example,  when  we  mandate  a  univer- 
sal free  public  school  system.  But  we  must  not  be  less  clear  on  its 
relevance  to  that  most  basic  question  of  our  survival:  the  right  to 
food  for  all  of  our  citizens. 

The  food  stamp  program  comes  closest  to  a  public  acknowledge- 
ment of  the  right  to  eat.  And  the  Episcopal  Church  of  which  I  am  a 
part,  Mr.  Chairman,  has  affirmed,  along  with  others — and  we  will 
continue  to  affirm — the  strengthening  of  all  such  Federal  food 
assistance  programs  which  support  that  right. 

Admittedly,  as  has  been  testified  here  earlier  today,  only  the 
barest  of  subsistence  needs  are  met  by  the  food  stamp  program. 
And  it  is  only  one  handle  for  addressing  the  problems  of  the  poor: 
jobs,  health  care,  decent  housing,  must  also  be  principal  concerns. 

Nonetheless,  the  food  programs  are  a  critical  imperative  to  this 
Nation's  health.  And  as  you  consider  spending  reductions  and  the 
programs  which  feed  hungry  people,  be  clear  about  one  thing,  the 
programs  do  work. 

In  a  recent  study  conducted  by  the  Field  Foundation,  which  was 
alluded  to  earlier,  it  was  demonstrated  that  as  a  direct  result  of 
these  food  programs,  fewer  today  do  suffer  from  outright  starva- 


1  See  p.  329  for  the  prepared  statement  of  Reverend  Casson. 
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tioii,  and  nutrition-related  diseases.  And  since  receiving  WIC  sup- 
plemental foods  are  healthier.  Children  receiving  meals  in  school 
are  learning  better.  It  was  not  always  so,  as  that  study  indicated. 

Indeed,  I  need  only  refer  to  that  testimony  which  was  given 
before  this  very  body  earlier  in  the  1960*8. 

In  the  diocese  in  which  I  serve,  the  city  of  Washington  and  the 
adjacent  counties  of  Maryland,  the  conditions  reflect  that  of  most 
urban  areas.  Unemployment  is  rising.  Infant  mortality  and  morbid- 
ity is  well  above  the  national  average.  The  cost  of  mere  survival  is 
climbing  out  of  the  reach  of  many  citizens. 

As  a  consequence,  the  need  for  services  from  both  the  public  and 
private  sector  increases  daily. 

Bishop  Marino  has  just  referred  to  the  Interfaith  Conference  of 
Metropolitan  Washington,  a  group  of  interfaith  leaders  who  are 
concerned  about  the  issue  of  economic  justice  in  this  community, 
who  have  joined  with  others  to  open  a  food  bank  to  distribute  food 
to  those  whose  resources  were  exhausted. 

As  he  indicated,  in  less  than  9  months,  over  one-half  million 
pounds  of  food  have  been  distributed,  and  the  demand  continues  to 
rise. 

In  this  city,  during  the  past  few  years,  requests  for  meals  at  our 
soup  kitchens  and  similar  emergency  meal  sites  have  more  than 
doubled.  And  nearby  Montgomery  County,  one  of  the  richest  coun- 
ties in  the  Nation,  the  local  cluster  of  churches  working  together  in 
the  community  has  seen  a  79-percent  increase  in  applications  for 
their  emergency  grants,  especially  for  food,  over  the  past  12 
months.  These  grants  are  used  almost  exclusively  to  buy  food  and 
medicine.  This  same  community  ministry  anticipates  a  similar  rise 
in  1981. 

These  rising  cries  for  help  come  before  any  of  the  projected 
budget  cuts  are  implemented. 

Times  are  already  hard.  And  it  is  cruel  to  expect  those  at  the 
lowest  income  levels  to  bear  more  than  they  have  already.  A  call  to 
tighten  one's  belt  is  an  exercise  in  futility  when  directed  to  some- 
body who  cannot  afford  a  belt. 

It  has  been  suggested  that  fraud  and  abuse  in  such  programs  as 
food  stamps  waste  an  unacceptable  amount  of  tax  dollars.  I  agree. 
Errors  do  understandably  occur. 

The  food  stamp  program  is  run  by  human  beings  for  human 
beings,  with  all  of  the  fallibility  and  sin  which  that  implies.  Howev- 
er, the  statistics  available  do  not  appear  to  substantiate  the  claim 
of  such  a  high  deliberate  fraud  rate. 

In  the  State  of  Maryland  last  year,  for  example,  141,000  house- 
holds received  food  stamps.  A  total  of  68  cases  of  suspected  fraud 
were  deemed  worthy  of  full  investigation,  according  to  the  Depart- 
ment of  Human  Resources  in  that  State.  These  investigations  led  to 
one  conviction  for  fraud  in  1980.  This  appears  hardly  to  be  a  clear 
indictment  of  the  program  and  those  which  it  serves. 

I  submit  that  the  use  of  the  poor  in  helping  to  monitor  against 
fraud  and  abuse  might  be  extremely  effective.  In  any  case,  it  is  not 
appropriate  to  throw  out  the  baby  with  the  bath  water.  There  are 
serious  needs  for  this  program.  And  cutbacks  as  proposed  will  have 
serious  impact. 
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What  impact  will  these  proposed  cuts  have  on  this  particular 
urban  area? 

Well,  for  one  thing,  $4.3  million  which  now  comes  into  the  Dis- 
trict of  Columbia,  for  example,  in  food  stamps  each  month  would 
go  down.  So  less  money  would  go  into  the  local  food  stores  and  the 
economy.  And  more  jobs  would  be  lost. 

The  local  unemployment  rate  is  already  above  8  percent. 

Should  this  Congress  enact  a  so-called  supplication  of  benefits 
change  involving  school  lunch,  the  households  of  over  48,000  chil- 
dren in  this  city  would  have  their  food  stamps  reduced. 

Thanks  to  the  combined  city-community-religious  cooperation 
over  the  past  year,  a  badly  needed  WIC  supplemental  food  program 
is  about  to  be  inaugurated  in  Washington  to  help  the  estimated 
20,000  pregnant  and  lactating  women,  infants  and  children  who 
need  extra  food.  Any  cuts  at  all  in  the  WIC  budget  would  jeopard- 
ize the  lives  and  health  of  those  most  vulnerable  residents  who  are 
already  at  risk. 

Two  of  our  small  Episcopal  parishes  in  nearby  Maryland,  one 
urban  and  one  rural,  extend  a  summer  ministry  to  the  children  of 
their  neighborhoods.  The  summer  food  program  operates  in  both 
places;  and  these  youngsters  can  eat  as  well  as  learn  and  play 
together  every  day.  If  the  summer  food  program  is  eliminated  as 
proposed  by  this  administration,  the  learning  and  playing  will  be 
harder  to  do  on  empty  stomachs,  not  only  in  these  parishes  but 
everywhere  where  summer  food  programs  of  this  type  are  imple- 
mented. And  there  are  no  nearby  agencies  to  pick  up  the  slack. 

Statistics  are  easy  to  brush  aside,  so  let's  look  at  one  human 
example. 

Last  week,  I  learned  of  a  woman  whose  sole  income  is  $326  a 
month  for  her  family  of  four.  By  anyone's  definition  she  is  one  of 
the  truly  needy  people.  But  this  woman  has  three  sons  who  receive 
free  lunches  at  their  school.  Should  this  Congress  change  the  food 
stamp  program  to  count  school  lunch  benefits  as  income  in  deter- 
mining food  stamp  benefits,  her  monthly  food  stamp  allotment 
would  probably  drop  by  as  much  as  one-sixth.  And  she  has  no  other 
money  to  spend  on  food.  Her  rent  is  $225  a  month,  and  utilities  eat 
up  the  rest  of  her  check. 

This  is  just  one  example  of  the  fallacy  that  these  proposed  cuts 
would  not  harm  the  poorest  of  the  poor.  The  fact  is  that  they  will. 

Over  the  course  of  these  hearings  you  will  no  doubt  hear  the 
same  statistics  quoted  over  and  over.  You  will  be  presented  with 
the  same  research  findings  showing  improved  health  and  virtual 
elimination  of  outright  starvation,  thanks  to  food  programs  in  this 
country.  And  you  will  be  urged  again  and  again  not  to  balance  the 
budget  on  the  backs  of  the  poor,  until  it  perhaps  all  becomes  like  a 
time-worn  refrain. 

But  it  all  does  need  to  be  repeated.  It  must  be  repeated  so  that 
none  of  us  forget  it:  While  one  of  the  least  of  our  people  goes 
hungry,  we  all  suffer  from  that  same  hunger. 

When  one  small  child  dies  from  lack  of  food,  a  bit  of  us  dies,  too. 
As  a  Nation,  we  have  the  power  and  the  resources  to  insure  that 
none  of  our  brothers  and  sisters  goes  hungry. 

I  urge  you  to  reconsider  making  any  cuts  at  all  in  these  pro- 
grams which  nourish  hungry  people.  Instead,  I  would  call  on  you  to 
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Mb  %1**tM  My  *****  m  Mare  Xekoc-  I  am  cfieecsar  of  Bethel 
f  <tvw*irt#  ****  Lflttw***  Family  Iukhil  I  hate  iived  and  worked  in 
*  gfc*€tov  t&*rt&*ft*  erxtomtaaty  for  the  last  IS  yen,  I  am  here 
f^trntfltm  the  Latihenm  Church  of  America,  die  American  Lath- 
er** ^feh,  tte  Assoeiat**)  of  Erangeheal  Lutheran  Churches* 
ttfri^fc  r <wwa*w*t  abml  4  million  Americans.  We  are  here  to  testify 
6rt  h*faM<A  the  rwiiihoiizaiksiofthefbodstan^ 

W#  mtffftiUM  written  testimony,  so  I  won't  read  it  to  you.1 

I  ftfrftpfy  want  to  Mate  that  we  are  here  as  Lutherans  and  as 
(foritilkttm,  *irf  oat  of  our  commitment  and  faithful  love  for  the 
^t*10tf*  ^itf^iomfc  justice,  as  a  statement  of  what  it  means  to  be 
(UmnpmfAe  in  this  world,  in  this  day  and  age. 

t  dWt  n#fcd  to  repeat  the  findings  of  the  Field  Foundation  study, 
but  timpty  to  state  that  there  is  indeed  still  hunger  in  America.  I 
Uv*  and  work  in  a  community,  as  I  said,  where  43  percent  of  the 
peopl*  are  unemployed.  And  over  the  last  15  years,  I  have  seen  a 
major  Inerenm  in  the  number  of  people  picking  in  garbage  cans. 
And  that  in  a  sad  symbol  of  the  state  of  affairs  in  America  at  this 
point, 

We  have  a  program  for  senior  citizens  where  we  go  into  their 
house*  and  work  with  them.  We  have  helped  a  number  of  them  get 
onto  the  food  stamp  program  because  the  forms  and  access  to  the 
office*  were  difficult.  And  we  found  that  a  number  of  them  were 
Indeed  stretching  their  food  budgets  by  living  on  dogfood.  And  if 

fOU  tfo  and  look  at  the  grocery  stores  in  our  community,  indeed, 
he  numlntr  of  cans  of  dogfood  being  sold  has  dramatically  in- 
v rented  over  the  last  1 V4  years.  There  indeed  is  hunger  in  America. 

The  (Jlobnl  2000  report,  the  Willie  Brandt  Commission  report, 
And  the  Presidential  Commission  on  World  Hunger  say  that  this 
problem  I*  not  tfolng  to  decrease.  This  is  a  problem  that  will  be 
with  un  And  will  indeed  increase,  not  only  in  the  world,  but  in 
America  a*  well. 

Our  Lutheran  churches  have  made  a  major  response  around 
hunuer,  not  only  in  (fathering  funds,  but  in  stimulating  the  pro 
tframN  of  self-heip  and  alternatives  to  hunger  in  a  number  of  com- 
munltiea. 

In  our  community,  for  instance,  our  hunger  alternative,  in  addi- 
tion to  a  pantry,  was  to  put  together  a  food  co-op  to  enable  people 
to  try  to  net  lood  at  a  cheaper  price  by  sharing  in  the  effort  of 
tlolnu  that, 

Another  community  in  an  urban  setting  has  pulled  together  a 
whole  group  of  urban  gardens.  Part  of  the  funds  have  gone  to 

*  PW  I*  Ml  |\m  \\w  yvpy*t*A  nUtement  of  Mn  N*l*on. 
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enable  people  to  buy  seeds  and  some  of  the  equipment  to  help  grow 
food  at  lesser  cost. 

But  the  church's  response  to  the  hunger  needs  in  our  country 
cannot  meet  the  problem.  It  is  indeed  the  Government's  responsi- 
bility, with  us  simply  filling  in  some  of  the  gaps  and  holes  we  see 
in  our  everyday  life. 

The  other  point  we  would  like  to  make  is  about  the  cuts  that  are 
proposed  to  the  food  stamp  program. 

Although  there  is  strong  testimony  from  all  of  you  that  you  want 
to  support  the  truly  needy,  the  proposed  cuts  as  we  read  them  will 
indeed  affect  the  truly  needy,  and  at  a  time  when  all  of  the  other 
cuts  will  hit  them  as  well.  So  it  will  be  a  compounded  impact.  We 
feel  this  can  bring  a  great  deal  of  misery  and  agony  into  a  commu- 
nity such  as  ours.  And  I  fear  for  what  is  going  to  happen.  I  lived 
through  five  riots  in  4  years  in  the  1960's  in  our  community.  I  saw 
the  frustration  and  agony  of  our  people;  and  I  fear  for  what  will 
happen  with  the  compounding  impact  of  the  totality  of  these  cuts 
that  are  being  proposed  coming  so  hard  on  the  backs  of  poor 
people. 

We  want  to  very  specifically  talk  about  a  couple  of  the  suggested 
cuts.  We  want  to  simply  say  that  one  of  them,  for  instance,  freezing 
the  deductions  at  current  levels,  would  indeed  affect  the  truly 
needy,  and  is  a  cut  that  would  go  across  the  board,  and  not  simply 
get  rid  of  people  who  are  over  the  income  levels.  And  as  to  medical 
and  shelter  costs,  I  don't  care  how  poor  you  are,  Mr.  Chairman, 
they  continue  to  rise.  And  freezing  deductions  will  be  indeed  a 
hardship  on  the  truly  needy. 

So  we  would  urge  that  you  not  make  that  change. 

Second,  we  would  urge  that  you  not  repeal  the  changes  scheduled 
to  go  into  effect  in  1982,  which  affect  the  method  of  updating  the 
thrifty  food  plan. 

I  have  two  comments  to  make  on  the  thrifty  food  plan. 

One  is  that  if  anybody  has  ever  had  to  shop  in  the  ghetto,  you 
know  that  it  costs  you  more  to  buy  food  there  than  elsewhere.  You 
don't  have  access  to  the  thrift  stores  and  the  discount  places.  They 
are  way  out  in  the  suburbs  or  in  inaccessible  places. 

Second,  the  cost  of  food  in  the  ghetto  community  is  simply 
higher.  And  if  you  are  going  to  freeze  the  dates  at  which  you 
calculate  this  thrifty  food  plan,  even  though  you  don't  calculate 
that  it  costs  higher  in  the  ghetto,  that  then  you  are  going  to  make 
those  prices  way  behind  what  the  actual  escalating  costs  of  food 
are.  So  we  would  urge  you  not  to  rescind  those  1982  regulations. 

And  finally,  we  would  urge  you  not  to  include  the  changes  in  the 
gross  income  eligibility  of  130  percent,  because  indeed  that  will 
affect  a  number  of  the  truly  needy.  I  am  thinking  particularly  of 
the  senior  citizens  who  are  living  on  SSI,  on  some  type  of  social 
security  and  so  forth,  whose  income,  if  calculated  this  new  way, 
would  make  them  ineligible  for  food  stamps.  And  again  because  of 
all  of  the  other  rising  costs  they  are  forced  to  live  with,  I  don't 
know  how  they  are  going  to  make  it. 

So  in  conclusion,  we  would  urge  you  to  again  look  back  over 
those  recommended  cuts.  We  can  go  along  with  the  intent  to  cut 
out  the  problem  of  error,  the  problems  of  people  getting  food 
stamps  who  are  not  eligible  for  them.  But  we  indeed  say  particular- 
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ly  on  the  specific  issues  I  mentioned  here,  that  it  doesn't  make 
sense  to  make  the  truly  needy  people  bear  the  impact  of  the 
greatest  cuts. 

The  Chairman.  Thank  you  very  much. 

Next,  Rev.  Richard  Wood. 

STATEMENT  OF  REV.  RICHARD  WOOD,  DIRECTOR,  ILLINOIS 
CONSORTIUM  OF  GOVERNMENT  CONCERNS,  SPRINGFIELD,  ELL. 

Reverend  Wood.  Thank  you. 

I  am  Richard  Wood.  I  am  the  director  of  the  Illinois  Consortium 
on  Governmental  Concerns,  a  coalition  composed  of  21  regional 
religious  groups  who  are  identified  on  the  heading  of  our  submitted 
testimony.1 

I  speak  on  behalf  of  the  consortium  and  also  my  religious  col- 
legues  across  the  State,  who  have  shared  their  concerns  with  me  as 
they  are  involved  in  the  direct  service  poverty  programs  of  the 
church,  particularly  the  emergency  food  programs  of  their  congre- 
gations and  cooperative  interfaith  organizations. 

I  join  with  my  colleagues  in  calling  on  your  full  funding  of  the 
food  stamp  program,  for  many  of  the  reasons  that  have  already 
been  stated.  I  also  want  to  put  their  earlier  comments  in  a  particu- 
lar perspective  that  comes  from  our  experiences  in  Illinois  in  the 
religious  community,  and  particularly  out  the  context  of  an  addi- 
tional argument  that  strike  at  the  very  heart  of  the  responsibilities 
you  have  assumed  as  our  Nation's  elected  officials. 

For  it  seems  to  us,  as  we  look  at  what  is  happening  in  Washing- 
ton, that  there  is  an  assumption  here  that  the  Federal  Government 
can  cut  back  on  its  programs  because  the  private  sector  is  quite 
capable  of  moving  in,  filling  the  void,  and  doing  so  in  a  very 
comprehensive  and  complete  way.  When  it  comes  to  poverty  and 
hunger,  we  have  found  that  along  with  the  charities,  it  is  the 
religious  community  that  is  the  "private  sector":  the  people  of  our 
churches  and  synagogues. 

And  so  before  you  reduce  the  level  of  Federal  responsibility  for 
the  food  stamp  program,  we  call  upon  you  to  first  assess  the 
capabilities  of  the  private  sector,  to  determine  if  indeed  it  can  fill 
the  void  you  leave  behind. 

I  would  like  to  share  with  you  the  present  status  of  poverty's 
private  sector  in  Illinois. 

I  talked  with  a  clergy  colleague  of  mine  with  the  Church  Feder- 
ation of  Chicago.  He  has  53  food  pantries  in  the  Chicago  area  that 
report  to  him  their  food  distribution  statistics.  They  have  been 
doing  that  through  1980,  and  now  into  1981. 

During  1980,  the  53  pantries  distributed  food  to  115,000  people. 
But  they  also  turned  away  9,000  persons  because  they  didn  t  have 
any  food. 

In  January  1981,  they  served  11,300  people.  However,  they 
turned  away  over  1,000  persons  because  they  ran  out  of  food. 

A  fellow  pastor  of  mine  in  Rockford,  111.,  tells  me  that  in  January 
1981,  their  cooperative  citywide  pantry  served  900  persons,  which 
isn't  large  compared  with  the  statistics  from  Chicago,  but  it  is  the 
greatest  demand  that  they  have  ever  faced.  And  he  tells  me  that  if 


1  See  p.  334  for  the  prepared  statement  of  Reverend  Wood. 
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Chrysler  Corp.,  a  major  employer  in  that  area,  goes  under,  a  now 
sobering  food  future  then  becomes  a  frightening  future  indeed. 

Further  south  in  the  State  of  Illinois,  the  coordinator  of  the 
Catholic  urban  program  for  the  Belleville  Diocese  says  that  the 
demand  for  food  began  accelerating  this  summer,  and  now  they 
just  can't  keep  up.  The  demand  for  food  from  households  grew  by 
41  percent  in  1980  over  the  previous  year  in  the  program.  He  asked 
me  what  happens  when  unemployment  compensation  runs  out. 
And  people  are  coming  to  this  program  now  not  just  from  the  East 
St.  Louis  area,  but  from  surrounding  communities  as  well. 

In  my  own  community  of  Springfield,  111.,  in  1980,  in  our  own 
congregation,  6  months  had  to  pass  before  our  congregation  served 
200  people.  This  year,  we  served  that  many  people  in  the  first  2 
months  of  the  year. 

And  so  in  Chicago,  in  Rockford,  in  St.  Clair  County,  and  in 
Springfield,  as  the  food  demand  increases,  what  we  are  finding  is 
that  our  religious  capacity  to  respond  is  decreasing.  We  are  finding 
fewer  people  in  our  congregations  who  are  financially  able  to  stock 
the  shelves  because  they  too  are  facing  an  economic  crunch. 

We  are  also  finding  that  our  food  program  dollars  are  buying 
fewer  groceries  than  a  year  ago.  Therefore,  even  with  the  present 
food  stamp  program,  the  religious  community,  the  private  sector,  is 
losing  ground  and  cannot  keep  pace. 

If  you  cut  the  program  back — and  I  am  told  that  there  are 
proposals  to  reduce  benefits  to  Illinois  citizens  by  $70  million, 
which  is  equal  to  the  cost  of  2  months  of  the  program,  there  is  no 
way  that  the  synagogues,  the  congregations  and  parishes  in  Illinois 
can  make  up  the  difference.  And  I  don't  think  they  should  have  to 
make  up  the  difference.  We  have  entrusted  our  Government  with 
the  responsibility  for  upholding  our  basic  human  rights:  rights  that 
have  here  been  affirmed  by  my  colleagues.  We  have  come  to  affirm 
that  one  of  the  rights  basic  to  us  all  is  the  right  to  food. 

When  the  economic  instability  of  our  Nation  creates  hunger  and 
poverty,  then  it  becomes  the  responsibility  of  Government  to  make 
certain  that  the  food  needs  of  its  people  are  met.  You  cannot 
expect  the  religious  community  to  bear  full  responsibility  for  the 
consequences  of  a  postindustrial  society,  while  Government  does 
little  or  nothing.  And  that  is  seemingly  what  is  happening. 

In  behalf  of  the  well-being  of  our  society,  and  the  people  of  our 
society,  the  responsibility  is  yours.  We  call  on  you  to  fully  accept 
this  responsibility.  A  nation  and  a  society  that  does  not  recognize 
the  needs  of  its  people  suffers  as  a  result. 

We  are  demeaned  by  such  insensitivity.  We  call  on  you  to  fully 
support  the  food  stamp  program  because  of  what  it  means  for  poor 
people  and  because  of  what  it  says  about  all  of  us. 

Thank  you. 

The  Chairman.  Thank  you  very  much,  sir. 

There  will  be  written  questions  submitted  to  each  of  you  by 
members  of  the  committee  who  are  unable  to  be  here  today.  And  I 
intend  to  do  the  same  thing.  But  in  the  meantime,  I  want  to 
commend  each  of  you  for  an  eloquent  statement.  And  I  assure  you 
we  are  going  to  do  the  best  we  can.  And  I  do  appreciate  your 
testifying  before  the  committee  today. 

Thank  you  very  much. 
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We  are  now  pleased  to  hear  from  Miss  Nancy  Amedei,  director, 
Food  Research  &  Action  Center. 

STATEMENTS  OF  MS.  NANCY  AMEDEI,  DIRECTOR,  FOOD  RE- 
SEARCH &  ACTION  CENTER,  AND  DELTON  PONDER,  HATTIES- 
BURG,  MISS. 

Ms.  Amedei.  Senator,  thank  you  very  much. 

I  want  to  thank  you  for  the  opportunity  to  appear.1 

With  me  this  morning  is  Delton  Ponder,  who  is  here  from  Hat- 
tiesburg,  Miss.  I  wonder  if  we  could  allow  him  to  make  his  state- 
ment first? 

The  Chairman.  Certainly. 

You  are  aware  of  the  time  constraints.  However,  your  entire 
statement  will  be  put  in  the  record.  And  I  appreciate  your  appear- 
ance here. 

You  may  proceed,  sir. 

Mr.  Ponder.  Mr.  Chairman  and  members  of  the  committee,  I 
want  to  thank  you  for  the  opportunity  to  come  here  today. 

My  name  is  Delton  Ponder,  and  I  come  from  Hattiesburg,  Miss. 

I  appreciate  the  chance  to  tell  my  story.  I  hope  it  will  help  you 
understand  how  important  food  stamps  and  school  lunches  are  to 
people  like  us,  and  how  hard  it  will  be  on  families  like  mine  if 
some  of  these  proposals  go  through. 

I  am  a  full-time  worker,  earning  $5.30  an  hour  at  Forest  General 
Hospital  in  Hattiesburg.  I  work  40  hours  a  week  as  a  maintenance 
engineer.  Besides  myself,  there  is  my  wife,  and  three  children,  aged 
8,  11,  and  14.  I  mostly  support  my  family  on  the  money  I  earn, 
which  comes  to  about  $919  a  month,  but  my  take-home  pay  is  only 
$682.74.  My  wife  also  gets  an  SSI  check  for  $165.24  each  month, 
because  her  health  problems  have  left  her  disabled. 

I  brought  with  me  copies  of  my  monthly  bills,  like  the  note  on 
my  house,  which  is  $225  a  month,  a  copy  of  my  electric  bill,  which 
averages  about  $116  each  month — that's  about  to  go  up — and  a 
water  bill  of  about  $8  a  month. 

My  telephone  runs  about  $26  a  month — they  charge  extra  be- 
cause I  live  about  8  miles  from  town.  Gasoline  and  oil  averages 
about  $125  a  month,  largely  because  of  all  the  trips  I  have  to  make 
back  and  forth  to  the  doctor.  Liability  insurance  on  my  car  is 
another  $10. 

Food  bills  run  our  family  about  $300  a  month,  and  that  is  with- 
out buying  anything  fancy.  As  you  can  see,  I  haven't  even  men- 
tioned clothes  or  household  expenses  or  any  of  the  things  that  just 
come  up.  Just  with  our  ordinary  expenses,  we  would  not  be  rich 
after  we  get  through  paying  all  our  regular  monthly  bills. 

If  everybody  in  my  family  was  healthy,  we  would  manage  all 
right.  But  my  family  has  a  lot  of  special  health  problems.  My  wife, 
who  is  just  35  years  old,  has  had  surgery  13  times  in  the  last  7 
years.  We  originally  moved  back  to  Mississippi  when  she  and  two 
of  my  children  were  all  hospitalized  at  the  same  time  with  a 
bronchial  condition  that  led  the  doctors  to  recommend  that  we 
move  away  from  Illinois,  where  the  winters  are  cold,  to  some  place 
warm.  So  we  moved  back  to  Mississippi  where  I  had  been  raised. 


1  See  p.  336  for  the  prepared  statement  of  Ms.  Amedei. 
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Right  now,  I  am  trying  to  pay  off  $5,000  in  bills  from  the  last 
time  my  wife  was  hospitalized  last  year.  On  top  of  that,  one  of  my 
children,  the  8-year-old,  has  been  diagnosed  as  having  a  terminal 
condition  known  as  ectodermal  dysplasia,  which  means  she  loses  all 
of  her  hair  and  will  receive  no  permanent  teeth  and  will  lose  her 
eyesight  and  powers  of  speech,  and  she  suffers  from  a  redundant 
colon. 

She  will  be  needing  a  lot  of  special  care  in  the  months  ahead. 
Even  with  my  insurance  policy  and  some  help  from  medicaid  for 
the  hospital  bills,  I  still  have  to  pay  many  of  our  medical  bills  out 
of  my  salary.  Both  she  and  my  wife  have  to  see  a  doctor  every 
week.  Some  months  my  medical  bills  are  well  over  $150. 

We  get  $226  a  month  in  food  stamps.  The  deduction  I  get  for 
work-related  expenses  doesn't  cover  all  the  mandatory  payroll  de- 
ductions, or  things  like  the  uniforms  I  have  to  buy,  but  the  food 
stamps  make  it  possible  for  us  to  eat. 

I  have  worked  all  my  life,  and  I  never  thought  I  would  have  to 
ask  for  help  like  this.  Before  this,  I  tried  to  work  two  jobs  till  I  was 
down  to  skin  and  bones.  If  I  had  any  choice,  I  wouldn't  even  have 
applied  for  food  stamps.  But  I  don't  have  a  choice.  Without  food 
stamps,  I  simply  could  not  feed  my  family.  And  if  the  children 
couldn't  get  some  of  their  meals  at  school,  even  with  the  food 
stamps  we  would  not  be  able  to  manage. 

I  follow  what  has  been  going  on  by  reading  papers  and  watching 
the  news,  and  I  may  not  have  all  the  details,  but  I  understand  you 
mean  to  take  away  $36  of  my  food  stamps  every  month  just  be- 
cause my  children  eat  at  school.  The  two  of  them  that  are  11  and 
14  seem  to  be  hungry  all  the  time  as  it  is.  They  are  going  through 
that  growing  stage  where  they  never  seem  to  fill  up.  And  then, 
when  they  said  in  the  paper  that  people  with  gross  incomes  at  130 
percent  of  the  poverty  line  are  too  rich  for  food  stamps,  I  learned 
that  means  that  by  next  year,  I  might  not  be  able  to  get  any  food 
stamps  for  my  family  at  all.  We  are  already  eating  beans  and 
potatoes,  and  every  kind  of  food  that  fills  you  up  but  doesn't  cost 
much.  But  if  I  still  have  to  pay  those  same  bills,  and  don't  get  any 
food  stamps,  or  get  less  in  food  stamps,  I  just  honestly  donT;  know 
what  I  am  going  to  do. 

If  you  have  any  questions,  I  will  be  happy  to  answer  to  the  best 
of  my  ability.  I  was  glad  to  come  here  today  to  tell  you  my  story, 
but  also  because  I  know  a  lot  of  other  people  who  would  go  to  bed 
hungry  if  it  weren't  for  food  stamps,  and  what  you  do  is  going  to 
affect  them,  too. 

The  Chairman.  Thank  you,  very  much 

Ms.  Amedei.  Senator,  I  think  that  Mr.  Ponder's  story  says  really 
better  than  I  can  say  what  we  would  like  this  committee  to  hear. 
His  story  that  reflects  what  so  many  people  in  this  country  who 
depend  on  food  stamps,  sir,  are  going  through  right  now. 

When  we  get  past  the  billions  and  the  statistics  and  the  studies 
and  the  investigations  and  everything  else,  it  comes  down  to  people 
like  Mr.  Ponder  and  his  family. 

And  several  of  the  proposals  in  front  of  this  committee  right  now 
would  take  food  directly  away  from  his  family.  If  eligibility  is 
limited  to  130  percent  of  the  poverty  line,  he  loses  food  stamps 
altogether. 
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tion,  and  nutrition-related  diseases.  And  since  receiving  WIC  sup- 
plemental foods  are  healthier.  Children  receiving  meals  in  school 
are  learning  better.  It  was  not  always  so,  as  that  study  indicated. 

Indeed,  I  need  only  refer  to  that  testimony  which  was  given 
before  this  very  body  earlier  in  the  1960's. 

In  the  diocese  in  which  I  serve,  the  city  of  Washington  and  the 
adjacent  counties  of  Maryland,  the  conditions  reflect  that  of  most 
urban  areas.  Unemployment  is  rising.  Infant  mortality  and  morbid- 
ity is  well  above  the  national  average.  The  cost  of  mere  survival  is 
climbing  out  of  the  reach  of  many  citizens. 

As  a  consequence,  the  need  for  services  from  both  the  public  and 
private  sector  increases  daily. 

Bishop  Marino  has  just  referred  to  the  Interfaith  Conference  of 
Metropolitan  Washington,  a  group  of  interfaith  leaders  who  are 
concerned  about  the  issue  of  economic  justice  in  this  community, 
who  have  joined  with  others  to  open  a  food  bank  to  distribute  food 
to  those  whose  resources  were  exhausted. 

As  he  indicated,  in  less  than  9  months,  over  one-half  million 
pounds  of  food  have  been  distributed,  and  the  demand  continues  to 
rise. 

In  this  city,  during  the  past  few  years,  requests  for  meals  at  our 
soup  kitchens  and  similar  emergency  meal  sites  have  more  than 
doubled.  And  nearby  Montgomery  County,  one  of  the  richest  coun- 
ties in  the  Nation,  the  local  cluster  of  churches  working  together  in 
the  community  has  seen  a  79-percent  increase  in  applications  for 
their  emergency  grants,  especially  for  food,  over  the  past  12 
months.  These  grants  are  used  almost  exclusively  to  buy  food  and 
medicine.  This  same  community  ministry  anticipates  a  similar  rise 
in  1981. 

These  rising  cries  for  help  come  before  any  of  the  projected 
budget  cuts  are  implemented. 

Times  are  already  hard.  And  it  is  cruel  to  expect  those  at  the 
lowest  income  levels  to  bear  more  than  they  have  already.  A  call  to 
tighten  one's  belt  is  an  exercise  in  futility  when  directed  to  some- 
body who  cannot  afford  a  belt. 

It  has  been  suggested  that  fraud  and  abuse  in  such  programs  as 
food  stamps  waste  an  unacceptable  amount  of  tax  dollars.  I  agree. 
Errors  do  understandably  occur. 

The  food  stamp  program  is  run  by  human  beings  for  human 
beings,  with  all  of  the  fallibility  and  sin  which  that  implies.  Howev- 
er, the  statistics  available  do  not  appear  to  substantiate  the  claim 
of  such  a  high  deliberate  fraud  rate. 

In  the  State  of  Maryland  last  year,  for  example,  141,000  house- 
holds received  food  stamps.  A  total  of  68  cases  of  suspected  fraud 
were  deemed  worthy  of  full  investigation,  according  to  the  Depart- 
ment of  Human  Resources  in  that  State.  These  investigations  led  to 
one  conviction  for  fraud  in  1980.  This  appears  hardly  to  be  a  clear 
indictment  of  the  program  and  those  which  it  serves. 

I  submit  that  the  use  of  the  poor  in  helping  to  monitor  against 
fraud  and  abuse  might  be  extremely  effective.  In  any  case,  it  is  not 
appropriate  to  throw  out  the  baby  with  the  bath  water.  There  are 
serious  needs  for  this  program.  And  cutbacks  as  proposed  will  have 
serious  impact. 
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What  impact  will  these  proposed  cuts  have  on  this  particular 
urban  area? 

Well,  for  one  thing,  $4.3  million  which  now  comes  into  the  Dis- 
trict of  Columbia,  for  example,  in  food  stamps  each  month  would 
go  down.  So  less  money  would  go  into  the  local  food  stores  and  the 
economy.  And  more  jobs  would  be  lost. 

The  local  unemployment  rate  is  already  above  8  percent. 

Should  this  Congress  enact  a  so-called  supplication  of  benefits 
change  involving  school  lunch,  the  households  of  over  48,000  chil- 
dren in  this  city  would  have  their  food  stamps  reduced. 

Thanks  to  the  combined  city-community-religious  cooperation 
over  the  past  year,  a  badly  needed  WIC  supplemental  food  program 
is  about  to  be  inaugurated  in  Washington  to  help  the  estimated 
20,000  pregnant  and  lactating  women,  infants  and  children  who 
need  extra  food.  Any  cuts  at  all  in  the  WIC  budget  would  jeopard- 
ize the  lives  and  health  of  those  most  vulnerable  residents  who  are 
already  at  risk. 

Two  of  our  small  Episcopal  parishes  in  nearby  Maryland,  one 
urban  and  one  rural,  extend  a  summer  ministry  to  the  children  of 
their  neighborhoods.  The  summer  food  program  operates  in  both 
places;  and  these  youngsters  can  eat  as  well  as  learn  and  play 
together  every  day.  If  the  summer  food  program  is  eliminated  as 
proposed  by  this  administration,  the  learning  and  playing  will  be 
harder  to  do  on  empty  stomachs,  not  only  in  these  parishes  but 
everywhere  where  summer  food  programs  of  this  type  are  imple- 
mented. And  there  are  no  nearby  agencies  to  pick  up  the  slack. 

Statistics  are  easy  to  brush  aside,  so  let's  look  at  one  human 
example. 

Last  week,  I  learned  of  a  woman  whose  sole  income  is  $326  a 
month  for  her  family  of  four.  By  anyone's  definition  she  is  one  of 
the  truly  needy  people.  But  this  woman  has  three  sons  who  receive 
free  lunches  at  their  school.  Should  this  Congress  change  the  food 
stamp  program  to  count  school  lunch  benefits  as  income  in  deter- 
mining food  stamp  benefits,  her  monthly  food  stamp  allotment 
would  probably  drop  by  as  much  as  one-sixth.  And  she  has  no  other 
money  to  spend  on  food.  Her  rent  is  $225  a  month,  and  utilities  eat 
up  the  rest  of  her  check. 

This  is  just  one  example  of  the  fallacy  that  these  proposed  cuts 
would  not  harm  the  poorest  of  the  poor.  The  fact  is  that  they  will. 

Over  the  course  of  these  hearings  you  will  no  doubt  hear  the 
same  statistics  quoted  over  and  over.  You  will  be  presented  with 
the  same  research  findings  showing  improved  health  and  virtual 
elimination  of  outright  starvation,  thanks  to  food  programs  in  this 
country.  And  you  will  be  urged  again  and  again  not  to  balance  the 
budget  on  the  backs  of  the  poor,  until  it  perhaps  all  becomes  like  a 
time-worn  refrain. 

But  it  all  does  need  to  be  repeated.  It  must  be  repeated  so  that 
none  of  us  forget  it:  While  one  of  the  least  of  our  people  goes 
hungry,  we  all  suffer  from  that  same  hunger. 

When  one  small  child  dies  from  lack  of  food,  a  bit  of  us  dies,  too. 
As  a  Nation,  we  have  the  power  and  the  resources  to  insure  that 
none  of  our  brothers  and  sisters  goes  hungry. 

I  urge  you  to  reconsider  making  any  cuts  at  all  in  these  pro- 
grams which  nourish  hungry  people.  Instead,  I  would  call  on  you  to 
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increase  the  resources  of  this  Nation  which  are  available  to  the 
poor  and  to  the  helpless  so  that  they  too  may  find  it  possible  to 
lead  healthy  and  productive  and  dignified  lives. 

This  is  cost  effective;  this  is  possible.  And  this  is  justice. 

Thank  you. 

The  Chairman.  Thank  you,  sir. 

STATEMENT  OF  MARY  NELSON,  DIRECTOR,  LUTHERAN  FAMILY 
MISSION,  CHICAGO,  ILL.,  REPRESENTING  THE  LUTHERAN 
COUNCIL  IN  THE  UNITED  STATES 

Ms.  Nelson.  My  name  is  Mary  Nelson.  I  am  director  of  Bethel 
Housing  and  Lutheran  Family  Mission.  I  have  lived  and  worked  in 
a  ghetto,  low-income  community  for  the  last  15  years.  I  am  here 
representing  the  Lutheran  Church  of  America,  the  American  Luth- 
eran Church,  the  Association  of  Evangelical  Lutheran  Churches, 
which  represent  about  6  million  Americans.  We  are  here  to  testify 
on  behalf  of  the  reauthorization  of  the  food  stamp  program. 

We  submitted  written  testimony,  so  I  won't  read  it  to  you.1 

I  simply  want  to  state  that  we  are  here  as  Lutherans  and  as 
Christians,  sir,  out  of  our  commitment  and  faithful  love  for  the 
struggle  for  economic  justice,  as  a  statement  of  what  it  means  to  be 
God^  people  in  this  world,  in  this  day  and  age. 

I  don't  need  to  repeat  the  findings  of  the  Field  Foundation  study, 
but  simply  to  state  that  there  is  indeed  still  hunger  in  America.  I 
live  and  work  in  a  community,  as  I  said,  where  43  percent  of  the 
people  are  unemployed.  And  over  the  last  15  years,  I  have  seen  a 
major  increase  in  the  number  of  people  picking  in  garbage  cans. 
And  that  is  a  sad  symbol  of  the  state  of  affairs  in  America  at  this 
point. 

We  have  a  program  for  senior  citizens  where  we  go  into  their 
houses  and  work  with  them.  We  have  helped  a  number  of  them  get 
onto  the  food  stamp  program  because  the  forms  and  access  to  the 
offices  were  difficult.  And  we  found  that  a  number  of  them  were 
indeed  stretching  their  food  budgets  by  living  on  dogfood.  And  if 
you  go  and  look  at  the  grocery  stores  in  our  community,  indeed, 
the  number  of  cans  of  dogfood  being  sold  has  dramatically  in- 
creased over  the  last  1 V2  years.  There  indeed  is  hunger  in  America. 

The  Global  2000  report,  the  Willie  Brandt  Commission  report, 
and  the  Presidential  Commission  on  World  Hunger  say  that  this 
problem  is  not  going  to  decrease.  This  is  a  problem  that  will  be 
with  us  and  will  indeed  increase,  not  only  in  the  world,  but  in 
America  as  well. 

Our  Lutheran  churches  have  made  a  major  response  around 
hunger,  not  only  in  gathering  funds,  but  in  stimulating  the  pro- 
grams of  self-help  and  alternatives  to  hunger  in  a  number  of  com- 
munities. 

In  our  community,  for  instance,  our  hunger  alternative,  in  addi- 
tion to  a  pantry,  was  to  put  together  a  food  co-op  to  enable  people 
to  try  to  get  food  at  a  cheaper  price  by  sharing  in  the  effort  of 
doing  that. 

Another  community  in  an  urban  setting  has  pulled  together  a 
whole  group  of  urban  gardens.  Part  of  the  funds  have  gone  to 


1  See  p.  331  for  the  prepared  statement  of  Ms.  Nelson. 
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enable  people  to  buy  seeds  and  some  of  the  equipment  to  help  grow 
food  at  lesser  cost. 

But  the  church's  response  to  the  hunger  needs  in  our  country 
cannot  meet  the  problem.  It  is  indeed  the  Government's  responsi- 
bility, with  us  simply  filling  in  some  of  the  gaps  and  holes  we  see 
in  our  everyday  life. 

The  other  point  we  would  like  to  make  is  about  the  cuts  that  are 
proposed  to  the  food  stamp  program. 

Although  there  is  strong  testimony  from  all  of  you  that  you  want 
to  support  the  truly  needy,  the  proposed  cuts  as  we  read  them  will 
indeed  affect  the  truly  needy,  and  at  a  time  when  all  of  the  other 
cuts  will  hit  them  as  well.  So  it  will  be  a  compounded  impact.  We 
feel  this  can  bring  a  great  deal  of  misery  and  agony  into  a  commu- 
nity such  as  ours.  And  I  fear  for  what  is  going  to  happen.  I  lived 
through  five  riots  in  4  years  in  the  1960's  in  our  community.  I  saw 
the  frustration  and  agony  of  our  people;  and  I  fear  for  what  will 
happen  with  the  compounding  impact  of  the  totality  of  these  cuts 
that  are  being  proposed  coming  so  hard  on  the  backs  of  poor 
people. 

We  want  to  very  specifically  talk  about  a  couple  of  the  suggested 
cuts.  We  want  to  simply  say  that  one  of  them,  for  instance,  freezing 
the  deductions  at  current  levels,  would  indeed  affect  the  truly 
needy,  and  is  a  cut  that  would  go  across  the  board,  and  not  simply 
get  rid  of  people  who  are  over  the  income  levels.  And  as  to  medical 
and  shelter  costs,  I  don't  care  how  poor  you  are,  Mr.  Chairman, 
they  continue  to  rise.  And  freezing  deductions  will  be  indeed  a 
hardship  on  the  truly  needy. 

So  we  would  urge  that  you  not  make  that  change. 

Second,  we  would  urge  that  you  not  repeal  the  changes  scheduled 
to  go  into  effect  in  1982,  which  affect  the  method  of  updating  the 
thrifty  food  plan. 

I  have  two  comments  to  make  on  the  thrifty  food  plan. 

One  is  that  if  anybody  has  ever  had  to  shop  in  the  ghetto,  you 
know  that  it  costs  you  more  to  buy  food  there  than  elsewhere.  You 
don't  have  access  to  the  thrift  stores  and  the  discount  places.  They 
are  way  out  in  the  suburbs  or  in  inaccessible  places. 

Second,  the  cost  of  food  in  the  ghetto  community  is  simply 
higher.  And  if  you  are  going  to  freeze  the  dates  at  which  you 
calculate  this  thrifty  food  plan,  even  though  you  don't  calculate 
that  it  costs  higher  in  the  ghetto,  that  then  you  are  going  to  make 
those  prices  way  behind  what  the  actual  escalating  costs  of  food 
are.  So  we  would  urge  you  not  to  rescind  those  1982  regulations. 

And  finally,  we  would  urge  you  not  to  include  the  changes  in  the 
gross  income  eligibility  of  130  percent,  because  indeed  that  will 
affect  a  number  of  the  truly  needy.  I  am  thinking  particularly  of 
the  senior  citizens  who  are  living  on  SSI,  on  some  type  of  social 
security  and  so  forth,  whose  income,  if  calculated  this  new  way, 
would  make  them  ineligible  for  food  stamps.  And  again  because  of 
all  of  the  other  rising  costs  they  are  forced  to  live  with,  I  don't 
know  how  they  are  going  to  make  it. 

So  in  conclusion,  we  would  urge  you  to  again  look  back  over 
those  recommended  cuts.  We  can  go  along  with  the  intent  to  cut 
out  the  problem  of  error,  the  problems  of  people  getting  food 
stamps  who  are  not  eligible  for  them.  But  we  indeed  say  particular- 
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We  are  now  pleased  to  hear  from  Miss  Nancy  Amedei,  director, 
Food  Research  &  Action  Center. 

STATEMENTS  OF  MS.  NANCY  AMEDEI,  DIRECTOR,  FOOD  RE- 
SEARCH &  ACTION  CENTER,  AND  DELTON  PONDER,  HATTIES- 
BURG,  MISS. 

Ms.  Amedei.  Senator,  thank  you  very  much. 

I  want  to  thank  you  for  the  opportunity  to  appear.1 

With  me  this  morning  is  Delton  Ponder,  who  is  here  from  Hat- 
tiesburg,  Miss.  I  wonder  if  we  could  allow  him  to  make  his  state- 
ment first? 

The  Chairman.  Certainly. 

You  are  aware  of  the  time  constraints.  However,  your  entire 
statement  will  be  put  in  the  record.  And  I  appreciate  your  appear- 
ance here. 

You  may  proceed,  sir. 

Mr.  Ponder.  Mr.  Chairman  and  members  of  the  committee,  I 
want  to  thank  you  for  the  opportunity  to  come  here  today. 

My  name  is  Delton  Ponder,  and  I  come  from  Hattiesburg,  Miss. 

I  appreciate  the  chance  to  tell  my  story.  I  hope  it  will  help  you 
understand  how  important  food  stamps  and  school  lunches  are  to 
people  like  us,  and  how  hard  it  will  be  on  families  like  mine  if 
some  of  these  proposals  go  through. 

I  am  a  full-time  worker,  earning  $5.30  an  hour  at  Forest  General 
Hospital  in  Hattiesburg.  I  work  40  hours  a  week  as  a  maintenance 
engineer.  Besides  myself,  there  is  my  wife,  and  three  children,  aged 
8,  11,  and  14.  I  mostly  support  my  family  on  the  money  I  earn, 
which  comes  to  about  $919  a  month,  but  my  take-home  pay  is  only 
$682.74.  My  wife  also  gets  an  SSI  check  for  $165.24  each  month, 
because  her  health  problems  have  left  her  disabled. 

I  brought  with  me  copies  of  my  monthly  bills,  like  the  note  on 
my  house,  which  is  $225  a  month,  a  copy  of  my  electric  bill,  which 
averages  about  $116  each  month — that's  about  to  go  up — and  a 
water  bill  of  about  $8  a  month. 

My  telephone  runs  about  $26  a  month — they  charge  extra  be- 
cause I  live  about  8  miles  from  town.  Gasoline  and  oil  averages 
about  $125  a  month,  largely  because  of  all  the  trips  I  have  to  make 
back  and  forth  to  the  doctor.  Liability  insurance  on  my  car  is 
another  $10. 

Food  bills  run  our  family  about  $300  a  month,  and  that  is  with- 
out buying  anything  fancy.  As  you  can  see,  I  haven't  even  men- 
tioned clothes  or  household  expenses  or  any  of  the  things  that  just 
come  up.  Just  with  our  ordinary  expenses,  we  would  not  be  rich 
after  we  get  through  paying  all  our  regular  monthly  bills. 

If  everybody  in  my  family  was  healthy,  we  would  manage  all 
right.  But  my  family  has  a  lot  of  special  health  problems.  My  wife, 
who  is  just  35  years  old,  has  had  surgery  13  times  in  the  last  7 
years.  We  originally  moved  back  to  Mississippi  when  she  and  two 
of  my  children  were  all  hospitalized  at  the  same  time  with  a 
bronchial  condition  that  led  the  doctors  to  recommend  that  we 
move  away  from  Illinois,  where  the  winters  are  cold,  to  some  place 
warm.  So  we  moved  back  to  Mississippi  where  I  had  been  raised. 


1  See  p.  336  for  the  prepared  statement  of  Ms.  Amedei. 
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Right  now,  I  am  trying  to  pay  off  $5,000  in  bills  from  the  last 
time  my  wife  was  hospitalized  last  year.  On  top  of  that,  one  of  my 
children,  the  8-year-old,  has  been  diagnosed  as  having  a  terminal 
condition  known  as  ectodermal  dysplasis,  which  means  she  loses  all 
of  her  hair  and  will  receive  no  permanent  teeth  and  will  lose  her 
eyesight  and  powers  of  speech,  and  she  suffers  from  a  redundant 
colon. 

She  will  be  needing  a  lot  of  special  care  in  the  months  ahead. 
Even  with  my  insurance  policy  and  some  help  from  medicaid  for 
the  hospital  bills,  I  still  have  to  pay  many  of  our  medical  bills  out 
of  my  salary.  Both  she  and  my  wife  have  to  see  a  doctor  every 
week.  Some  months  my  medical  bills  are  well  over  $150. 

We  get  $226  a  month  in  food  stamps.  The  deduction  I  get  for 
work-related  expenses  doesn't  cover  all  the  mandatory  payroll  de- 
ductions, or  things  like  the  uniforms  I  have  to  buy,  but  the  food 
stamps  make  it  possible  for  us  to  eat. 

I  have  worked  all  my  life,  and  I  never  thought  I  would  have  to 
ask  for  help  like  this.  Before  this,  I  tried  to  work  two  jobs  till  I  was 
down  to  skin  and  bones.  If  I  had  any  choice,  I  wouldn't  even  have 
applied  for  food  stamps.  But  I  don't  have  a  choice.  Without  food 
stamps,  I  simply  could  not  feed  my  family.  And  if  the  children 
couldn't  get  some  of  their  meals  at  school,  even  with  the  food 
stamps  we  would  not  be  able  to  manage. 

I  follow  what  has  been  going  on  by  reading  papers  and  watching 
the  news,  and  I  may  not  have  all  the  details,  but  I  understand  you 
mean  to  take  away  $36  of  my  food  stamps  every  month  just  be- 
cause my  children  eat  at  school.  The  two  of  them  that  are  11  and 
14  seem  to  be  hungry  all  the  time  as  it  is.  They  are  going  through 
that  growing  stage  where  they  never  seem  to  fill  up.  And  then, 
when  they  said  in  the  paper  that  people  with  gross  incomes  at  130 
percent  of  the  poverty  line  are  too  rich  for  food  stamps,  I  learned 
that  means  that  by  next  year,  I  might  not  be  able  to  get  any  food 
stamps  for  my  family  at  all.  We  are  already  eating  beans  and 
potatoes,  and  every  kind  of  food  that  fills  you  up  but  doesn't  cost 
much.  But  if  I  still  have  to  pay  those  same  bills,  and  don't  get  any 
food  stamps,  or  get  less  in  food  stamps,  I  just  honestly  don^  know 
what  I  am  going  to  do. 

If  you  have  any  questions,  I  will  be  happy  to  answer  to  the  best 
of  my  ability.  I  was  glad  to  come  here  today  to  tell  you  my  story, 
but  also  because  I  know  a  lot  of  other  people  who  would  go  to  bed 
hungry  if  it  weren't  for  food  stamps,  and  what  you  do  is  going  to 
affect  them,  too. 

The  Chairman.  Thank  you,  very  much 

Ms.  Amedei.  Senator,  I  think  that  Mr.  Ponder's  story  says  really 
better  than  I  can  say  what  we  would  like  this  committee  to  hear. 
His  story  that  reflects  what  so  many  people  in  this  country  who 
depend  on  food  stamps,  sir,  are  going  through  right  now. 

When  we  get  past  the  billions  and  the  statistics  and  the  studies 
and  the  investigations  and  everything  else,  it  comes  down  to  people 
like  Mr.  Ponder  and  his  family. 

And  several  of  the  proposals  in  front  of  this  committee  right  now 
would  take  food  directly  away  from  his  family.  If  eligibility  is 
limited  to  130  percent  of  the  poverty  line,  he  loses  food  stamps 
altogether. 
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That  is  a  notion  that  says,  you  can  look  at  some  dollar  amount 
and  not  take  into  consideration  what  is  going  on  in  that  family's 
lives. 

Now,  if  he  didn't  have  sick  people  in  his  family,  his  income 
might  be  just  fine  for  him  and  his  family.  But  the  fact  that  they 
are  sick  and  have  these  enormous  medical  bills  that  they  cannot 
pay  out  of  any  other  source,  means  he  just  doesn't  have  money 
available  for  food. 

The  way  the  food  stamp  program  is  constructed  now,  as  you 
know  so  well,  it  takes  those  kinds  of  things  into  account.  Setting  a 
gross  income  eligibility  limit  at  130  percent  of  the  poverty  line 
would  stop  that. 

Now,  Mr.  Chairman,  clearly  this  is  one  of  the  families  that  will 
be  affected,  and  this  is  my  second  point;  if  we  trade  off  because  of 
school  lunch,  there  is  no  question  about  it.  His  family  will  have  to 
eat  less.  His  children  will  suffer  because  of  that. 

Now,  the  woman  I  was  speaking  to  just  last  week  from  Oklaho- 
ma was  in  a  similar  situation.  She  was  in  a  family  in  which  the 
head  of  their  household  had  a  business  of  his  own  for  many  years. 
And  then  he  was  in  declining  health  for  several  years  and  eventu- 
ally couldn't  work  at  all.  He  just  recently  had  surgery  again.  While 
they  were  busy  selling  off  things  and  trying  to  make  do  and  trying 
not  to  have  to  go  for  help,  she  was  in  an  accident  and  her  back  was 
broken.  They  put  a  glass  disc  in  her  spine  and  weren't  able  to 
completely  fix  one  of  her  legs,  which  was  rather  badly  injured  in 
the  accident. 

They  have  four  children  at  home.  And  they  stand  to  lose  because 
of  these  proposals,  much  like  Mr.  Ponder  and  his  family,  $48  a 
month  because  their  children  are  in  school.  They  stand  to  lose 
because,  like  Mr.  Ponder,  they  are  people  who  are  going  to  be 
affected  by  the  freezing  of  deductions.  Their  deductions  will  not  be 
permitted  to  go  up,  even  though  right  now  their  utilities  have 
gotten  so  high  that  with  rent  and  utilities  they  only  have  $43  a 
month  left  after  they  pay  their  rent  and  utilities.  There  is  no 
money  left  to  help  out  for  medical  expenses,  for  school  expenses, 
for  clothing  for  the  children. 

She  told  a  story  about  just  a  week  or  so  ago  when  one  of  her 
children  in  an  art  class  was  told  by  the  teacher  that  she  couldn't 
draw  any  more.  He  snatched  the  paper  right  out  of  her  hand  and 
said,  "Until  you  pay  that  $4.50  fee,  you  are  not  going  to  draw  in 
my  class."  And  he  walked  away  with  the  paper  in  his  hand.  With 
$43  a  month  after  her  rent  and  utilities  are  paid,  and  living  just  on 
food  stamps  to  feed  the  family,  she  doesn't  have  $4.50  for  an  art 
fee.  She  can't  feed  those  children  with  less  money  than  she  has 
now. 

Right  now,  she  said,  they  eat  popcorn  and  they  drink  a  lot  of 
water  because  it  fills  their  stomachs  up  and  doesn't  cost  very 
much.  That  is  how  they  live  now.  If  they  lose  $43  a  month  because 
those  children  are  in  school,  and  their  deductions  are  frozen  for 
utilities  particularly,  they  are  going  to  hurt  even  more  badly. 

And  then  there  is  one  more  provision,  and  that  is  the  provision 
that  says  we  should  never  allow  food  stamp  recipients  to  even  have 
total  value  of  the  thrifty  food  plan  for  1  month.  It  says  that  when 
we  update  the  food  stamps  next  January  for  the  first  time  in  a 
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year,  even  though  prices  have  been  climbing  up,  we  are  going  to 
take  them  to  last  September's  prices.  So  we  start  poor  people  out 
behind,  even  at  the  point  at  which  they  get  their  only  increase  for 
a  year.  And  they  never  get  the  thrifty  food  plan. 

And  it  is  against  that  that  all  of  these  deductions  are  being 
taken. 

There  are  families  all  over  this  country  in  this  condition. 

There  is  a  woman  in  Arlington  we  know  who  has  about  $9  a 
month  left,  to  include  her  food,  all  of  her  expenses,  any  of  her  out- 
of-pocket  medical  expenses,  after  she  has  paid  rent  and  utilities. 
She  is  going  to  lose  her  eligibility  entirely  because  she  is  over  130 
percent  of  the  poverty  line  with  her  SSI  payment  and  one  other 
little  source  of  income. 

Some  of  these  people  are  going  to  hurt  terribly.  Many  of  them 
are  going  to  hurt  in  ways  that  we  are  never  going  to  know,  because 
they  are  going  to  go  hungry  at  home.  Others  we  will  probably  hear 
about  in  the  newspapers.  Most  of  them  we  won't  know  about.  But 
the  effects  we  will  certainly  know  about.  They  are  inescapable  and 
we  can  predict  them. 

I  think  that  this  committee  over  the  years  has  done  a  wonderful 
service  in  this  country  by  providing  us  with  the  food  assistance 
programs,  with  the  incentive  programs  that  have  helped  millions 
and  millions  of  people,  and  has  made  a  tremendous  difference  in 
their  lives. 

I  think  what  we  are  facing  now  is  a  set  of  choices  that  could  say 
that  we  are  going  to  go  back  on  all  of  that. 

I  am  a  little  bit  reluctant  to  just  stop  here,  because  there  is  one 
other  thing  I  would  like  to  do,  if  I  may. 

I  was  concerned  a  bit  by  some  of  the  comments  that  were  made 
by  earlier  witnesses.  I  can  give  you  something  for  the  record  on 
that;  because  I  understand  your  time  constraints. 

The  Chairman.  Go  right  ahead. 

Ms.  Amedei.  I  would  just  like  to  mention  one  or  two  other  things. 

I  think  that  sometimes  in  the  glare  of  the  lights  and  the  fact 
that  somebody  is  appearing  before  a  Senate  committee,  things  tend 
to  get  stated  a  little  differently  than  they  might  under  cooler 
circumstances. 

For  example,  the  Commissioner  from  Tennessee  said  that  there 
were  no  options  for  the  States  in  the  food  stamp  program.  I  am 
sure  she  understands  and  she  knows  very  well  that  there  are  some 
options. 

One  of  their  options  is  on  how  the  States  handle  fraud.  The 
States  have  a  number  of  options  with  respect  to  how  they  handle 
fraud. 

There  was  a  comment  made  by  one  of  the  witnesses  about  the 
number  of  single-person  households  that  have  been  created.  There 
was  some  story  about  whether  that  meant  that  people  were  misrep- 
resenting their  situations,  though  Senator  Pryor  was  able  to  point 
out  the  tremendous  increase  in  participation  by  the  elderly  and 
many  of  whom  are  in  single-person  households. 

So  we  have  to  be  a  little  bit  careful  about  looking  at  the  statistics 
that  we  do  have  access  to,  Mr.  Chairman,  to  make  sure  that  they 
do  tell  us  the  accurate  story  and  that  we  don't  get  carried  away  by 
the  circumstances. 
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There  is  a  final  point.  I  will  elaborate  a  little  bit  on  it  when  we 
send  you  something. 

And  this  is,  I  think,  a  real  serious,  fundamental  public  policy 
question  facing  this  committee  and  many  other  committees  now, 
and  that  is  the  tension  between  the  desire  on  the  one  hand,  and  I 
think  quite  legitimately  by  many  people  here  in  Washington,  to 
have  more  and  more  control  over  Federal  dollars — and  we  all  want 
to  be  sure  that  if  the  tax  dollars  are  being  spent,  they  are  spent  for 
the  purposes  for  which  they  were  intended— but  on  the  other  hand, 
to  see  that  real  needs  are  met. 

As  to  the  first  part,  I  think  there  is  a  legitimate  need,  and  people 
are  legitimately  concerned  about  fraud  and  abuse  and  about  mis- 
management and  inefficiency.  If  we  all  are  going  to  be  collecting 
dollars  from  the  taxpayers,  we  want  the  money  to  go  back  to  the 
taxpayers  and  we  want  to  be  assured  it  is  being  spent  for  the 
purposes  for  which  we  said  it  was  going  to  be  spent. 

But  that  comes  into  a  bit  of  conflict  then  when,  on  the  other 
hand  we  see  the  people  in  the  States  who  are  asked  to  implement 
all  of  the  regulations  that  flow  out  of  the  amount  of  detail  that  is 
demanded  in  accomplishing  this  end. 

One  of  the  Commissioners  this  morning  showed  a  very  impres- 
sive packet  of  regulations  and  memorandums  and  everything.  Well, 
the  act  has  been  amended  three  times  in  the  last  4  years.  So  of 
course  there  are  a  lot  of  regulations,  and  more  than  there  would  be 
otherwise. 

Some  of  those  regulations  were  to  tighten  up  on  fraud  and  abuse 
provisions,  incidentally.  Both  have  been  amended  three  times  in 
the  last  4  years. 

Some  of  the  regulations  were  so  you  would  have  greater  account- 
ability for  all  of  these  taxpayers  when  you  do  come  back  to  them 
and  tell  them  how  those  food  stamp  dollars  are  spent. 

And  some  of  the  regulations  are  so  we  can  check  up  on  the  error 
rates.  They  are  so  that  we  can  see  if  the  error  rates  are  going 
down,  and  so  that  we  will  have  some  idea  year  after  year  if  we  are 
doing  a  better  job. 

Just  the  fact  that  this  packet  of  regulations  is  so  high,  that 
doesn't  mean  it  is  all  somehow  crazy  or  irrational  or  doesn't  have  a 
good  purpose. 

So  we  are  caught  in  a  bit  of  struggle  here,  of  tension.  We  want 
accountability  for  those  Federal  dollars,  but  we  also  want  a  man- 
ageable program.  And  those  of  us  who  care  about  the  recipients — 
and  I  think  we  all  care  about  the  recipients  of  these  programs — 
want  that  as  much  as  anybody  else.  We  want  programs  that  are 
accountable  because  people  who  abuse  or  misuse  the  program  are 
taking  the  money  away  from  Mr.  Ponder  here  and  his  family,  and 
are  taking  it  away  from  him  as  much  as  those  who  take  it  away  in 
other  ways. 

And  I  might  say  he  also  needs  a  program  he  can  understand  and 
that  he  doesn't  have  to  spend  hours  to  go  through  the  forms  on.  He 
would  like  it  a  clear  and  straightforward  program.  I  don't  think 
there  is  any  doubt  about  that. 

So  I  think  what  I  am  saying  is  what  we  want  to  do  is  strike  a 
balance.  And  it  is  not  going  to  be  an  easy  thing  to  do.  We  want  to 
be  sure  that  we  let  those  provisions  that  have  passed  go  into  effect, 
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and  we  want  to  see  if  they  work  or  not,  before  we  pass  new 
provisions  that  perhaps  will  not  be  necessary  if  we  give  the  pro- 
gram a  little  bit  of  stability. 

We  want  to  see  whether  or  not  all  of  those  steps  Conqress  has 
taken  to  tighten  it  up  and  make  it  a  more  efficient  program, 
whether  they  will  have  that  effect.  And  for  that  reason,  as  well  as 
the  reasons  that  we  have  already  enumerated  and  illustrated  so 
well,  for  all  of  these  reasons,  we  want  to  urge  the  committee  not  to 
make  massive  cuts  in  this  program,  not  to  hurt  Delton  Ponder  and 
his  family,  not  to  hurt  that  family  in  Oklahoma,  not  to  hurt  that 
elderly  woman  in  Arlington  and  the  other  people  you  heard  about 
this  morning;  not  to  take  food  away  from  them,  not  to  go  back  one 
more  time  for  the  fourth  year  in  5  years  and  say  that  we  are  going 
to  throw  this  program  into  a  massive  upheaval  once  again. 

We  think  this  is  a  program  that  works.  We  have  seen  the  evi- 
dence it  works.  We  know  the  people  for  whom  it  makes  a  palpable 
and  critical  difference  in  their  lives.  And  now  we  would  like  to  see 
whether  or  not  we  can  all  agree  to  let  the  program  work  as  it  was 
intended  to  work,  and  see  if  it  can  go  on  doing  its  job. 

The  Chairman.  Thank  you  very  much. 

You  are  an  eloquent  lady.  We  appreciate  your  patience  in  wait- 
ing here  this  long. 

Our  final  witness — and  I  think  he  ought  to  get  some  sort  of 
reward  for  patience  and  understanding,  Mr.  Bill  Shaker,  executive 
vice  president,  National  Tax  Limitation  Committee. 

The  committee,  I  might  say  here,  has  received  a  statement  from 
the  commissioner  of  agriculture  from  the  State  of  Texas,  the  Hon- 
orable Reagan  V.  Brown.  Commissioner  Brown  comments  on  sever- 
al general  aspects  of  farm  and  food  policy  that  directly  concern  our 
work  at  this  time. 

Without  objection,  Commissioner  Brown's  statement  will  be 
made  a  part  of  the  permanent  record.1 

Thank  you,  sir,  for  your  patience.  It  has  been  a  long  morning. 

You  may  proceed,  sir. 

Any  formal  statement  that  you  have  will  be  printed  in  the 
record.  If  you  would  like  to  summarize  it,  fine. 

STATEMENT  OF  WILLIAM  H.  SHAKER,  EXECUTIVE  VICE 
PRESIDENT,  NATIONAL  TAX  LIMITATION  COMMITTEE 

Mr.  Shaker.  I  will  kind  of  skip  through  then  the  formal  state- 
ment that  I  have  written.2 

I  am  William  H.  Shaker,  executive  vice  president  of  the  500,000- 
member  National  Tax  Limitation  Committee. 

We  wish  to  thank  the  Senate  Agriculture  Committee  for  inviting 
us  to  appear  before  the  committee  today. 

The  original  1981  budget  projected  the  cost  of  the  food  stamp 
program  at  $10.3  billion.  And  there  is  a  20-percent  increase  project- 
ed for  fiscal  year  1982,  as  you  can  see  from  the  chart  before  you. 

The  administration  is  proposing  cuts  of  $2,304  billion.  We  sup- 
port this  level  of  cut  because  we  support  the  entire  administration 
package  of  spending  cuts.  We  believe  it  essential  that  the  integrity 
of  the  entire  package  be  maintained,  because  that  is  the  way  to 


1  See  p.  339  for  the  statement  of  Commissioner  Brown. 

2  See  p.  343  for  the  prepared  statement  of  Mr.  Shaker. 
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restore  economic  stability  and  reduce  the  need  for  si  ever-i 
ifig  level  of  transfer  payments  in  tins  society. 

A  recent  poll  of  our  members,  by  57  percent,  demands  as  their 
high  priority  that  the  food  stamp  program  either  be  eliminated  or 
significantly  reduced  in  costs.  For  starters,  it  is  imperative  that  the 
waste  and  fraud  programs  inherent  be  eliminated  immediately. 

These  feeling*  mould  not  be  misinterpreted.  Our  members  are 
not  mean  spirited.  But  all  problems  in  society  need  not  be  necessar- 
ily solved  by  the  institution  of  the  Federal  Government. 

The  Federal  Government  has,  to  a  large  extent,  preempted  the 
charitable  functions  of  our  society.  The  Federal  Government  be- 
cause of  its  large  and  impersonal  size,  is  not  the  most  effective 
institution  to  provide  this  function  in  all  cases. 

By  the  same  token,  the  administration  is  correct  in  that  a  safety 
net  should  be  provided  by  the  Federal  Government  until  such  time 
that  other  institutions  in  society  develop  to  fill  the  gap.  Some 
wealth  transfer  programs  run  by  the  Federal  Government  are 
simply  duplicative 

A  large  number  of  NTLC  members  are  also  union  members — 
blue-collar  workers,  who  carry  lunch  buckets  to  work.  One  of  their 
biggest  complaints  involves  the  hot  school  lunch  program  that  they 
pay  for  with  their  tax  dollars.  These  blue-collar  workers  simply 
don't  understand  why  kids  can't  carry  their  lunch  to  school  in 
lunch  pails  or  brown  bags  like  they  do. 

Far  less  controversial  than  eliminating  either  the  food  stamp  or 
lunch  programs  would  be  to  eliminate  the  overlap  that  presently 
exists  oetween  the  two. 

The  Congressional  Budget  Office  has  estimated  that  43  percent  of 
the  households  in  the  food  stamp  program  also  participate  in  the 
school  lunch  program.  The  Congressional  Budget  Office  concluded 
that  we  are  subsidizing  four  meals  a  day  for  6.8  million  children.  In 
any  case,  eliminating  the  duplication  would  save  $600  million  an- 
nually. 

Nine  months  ago,  our  committee  commissioned  a  study,  with  an 
eye  toward  developing  a  methodology  for  identifying  excessive  Gov- 
ernment spending.  We  released  this  study  in  book  form,  "Meeting 
America's  Economic  Crisis:  A  'Road  Map'  to  Emergency  Federal 
Spending  Reductions,"  on  February  15. 

The  study  drew  from  the  expertise  of  some  50  people  from  gov- 
ernment, academia,  business,  as  well  as  private  institutions  that 
monitor  government  activity. 

Writing  In  the  foreword  to  "Meeting  America's  Economic  Crisis," 
David  Stockman  said: 

The  author*  of  the  NTLC  study  have  some  realistic  advice  for  those  whose 
programs  will  be  cut  as  well  as  for  those  who  must  do  the  cutting.  The  special 
interests  can  ignore  the  present  economic  situation  and  the  voters'  mandate  of  last 
November.  They  can  continue  as  part  of  our  problem— lobbying  for  things  as  they 
have  been.*  *  * 

Our  study  developed  a  neutral  set  of  criteria  by  which  to  judge 
programs.  We  tried  to  apply  these  criteria,  without  prejudices, 
across  the  whole  budget.  The  more  of  these  criteria  a  program  or 
group  of  programs  violated,  the  greater  the  need  for  a  careful 
review  of  that  program.  With  the  help  of  a  matrix  based  upon 
these  criteria,  we  identified  83  specific  expenditure  control  opportu- 
nities in  all  areas  of  the  budget. 
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We  felt  that  use  of  such  across-the-board  criteria  represented  a 
practicable  and  fair  methodology  of  budget  control.  For  the  same 
reason,  we  feel  that  the  suggested  cuts  must  remain  in  a  package. 

The  criteria  used  in  our  study  are:  (1)  Tendency  toward  fraud 
and  abuse;  (2)  tendency  toward  error,  inefficiency,  and  waste;  (3) 
duplication  and/or  lack  of  coordination  with  other  programs;  (4) 
failure  to  satisfy  cost-benefit  tests;  (5)  unjustified  expansion  in 
benefit  eligibility;  (6)  absence  of  a  uniform  national  benefit;  (7) 
impractical  or  unattainable  goals;  and  (8)  program  better  per- 
formed by  State,  local,  or  private  agencies. 

I  want  to  talk  a  little  about  food  stamp  eligibility. 

Severed  parts  of  the  food  stamp  program  fail  to  satisfy  some  or 
all  of  the  first  five  criteria. 

The  first  and  most  dramatic  aspect  of  the  food  stamp  program  is 
its  size.  In  March  of  last  year,  21.7  million  Americans  participated 
in  the  program,  which  is  up  from  15.3  million  in  October  of  1979. 

According  to  the  Congressional  Budget  Office,  the  food  stamp 
program  has  grown  from  1,350  percent  between  1970  and  1980. 
Almost  1  in  every  10  Americans  receives  food  stamps.  This  figure 
does  not  include  those  who  technically  could  qualify  for  food 
stamps  but  for  some  reason  have  not  collected  them. 

Part  of  the  reason  for  the  sharp  increase  is  that  net  rather  than 
gross  income  determines  eligibility.  The  law  excludes  so  many 
items  from  gross  income  that  the  administration  has  suggested 
applying  an  upward  limit  for  eligibility  of  130  percent  of  the  pover- 
ty line. 

Our  study  proposes  that  Congress  could  further  tighten  eligibility 
here,  without  hurting  the  truly  needy,  by  placing  the  limit  at  the 
poverty  level  plus  a  flat  15-percent  allowance  for  work-related  ac- 
tivities. 

We  have  some  comments  regarding  the  food  stamp  purchase 
requirement,  which  I  won't  bother  to  read.  I  would  just  comment  in 
passing  that  the  caseload  has  increased  tremendously  since  that 
requirement  has  been  eliminated. 

One  serious  problem  which  unfortunately  besets  the  food  stamp 
and  many  other  Government  programs  is  fraud. 

In  1977,  a  GAO  audit  found  $500  million  lost  each  year  through 
food  stamp  errors,  misrepresentation,  and  fraud.  In  some  poor 
areas,  food  stamps  have  become  alternative  to  currency. 

Just  upon  reflection,  one  wonders,  since  we  do  have  a  form  of 
currency,  why  have  we  replaced  that  with  another  form  of  curren- 
cy? I  think  the  same  sort  of  comment  would  apply  to  the  discussion 
about  providing  energy  stamps.  Dollars  seem  to  work  very  good  as 
a  medium  of  exchange. 

The  total  estimated  savings  from  all  these  recommendations 
equal  $2,238  billion.  The  original  calculations  were  for  fiscal  year 
1981,  although  that  total  plus  inflation,  where  applicable,  should 
apply  to  the  fiscal  year  1982  budget  as  well. 

The  committee  will  probably  have  noticed  that  there  are  consid- 
erable similarities  between  the  administration's  suggested  cuts  and 
ours,  although  we  suggest  some  cuts  they  do  not  and  vice  versa. 

We  certainly  do  not  oppose  any  of  their  recommendations,  pro 
rating  the  first  month's  benefits  seems  especially  reasonable,  al- 
though we  do  urge  the  committee  to  consider  some  cuts  in  addition 
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to  those  the  administration  suggested,  especially  in  the  area  of 
tighter  income  limits  for  eligibility. 

I  want  to  talk  a  little  bit  about  the  poverty  line. 

Few  will  argue  that  society  must  help  the  truly  needy — but  it  is 
important  that  this  committee  as  well  as  the  administration  give 
some  thought  as  to  who  the  truly  needy  are.  The  poor,  according  to 
the  U.S.  Government's  definition  of  poverty,  you  will  always  have 
with  you. 

We  continue  to  hear  that  we  still  have  as  large  a  percentage  of 
people  in  poverty  today  as  we  had  at  some  specific  time  in  the  past. 
This  is  clearly  true  because  poverty  continues  to  be  defined  as  the 
low  end  of  the  bell  distribution  curve. 

In  1941,  the  poverty  level  for  a  family  of  four  was  $836,  $5,595  in 
1980  dollars.  Yet,  the  Department  of  Labor  statistics  defines  the 
poverty  line  in  1980  as  $8,410.  Furthermore,  the  U.S.  Department 
of  Labor  statistics  defines  the  minimal  low  standard  of  living  for 
1980  as  $13,918.  Those  in  the  minimal  low  standard  of  living  in 
1980  would  have  been  in  relatively  good  shape  economically  in 
1941. 

The  choices  this  committee  and  others  throughout  the  Congress 
will  face  over  the  next  few  weeks  will  test  our  character  and  our 
wisdom.  That  we  are  undergoing  a  period  of  some  economic  diffi- 
culty few  doubt.  But  the  solution  for  those  difficulties  has  been  the 
occasion  of  much  debate. 

The  President  has  proposed  a  package  of  spending  cuts.  They 
seem  to  NTCL  to  follow  the  principle  of  fairness  and  to  cut  accord- 
ing to  specific  criteria. 

The  American  people  believe  these  cuts  represent  a  good  faith 
effort  to  address  our  problems.  Congress  can  unify  our  country  over 
a  serious  attempt  to  cure  our  economic  ills  and  contain  our  ever- 
expanding  Government.  But  for  this  to  happen,  each  congressional 
committee  must  avoid  overprotecting  the  programs  within  its  pur- 
view. We  are  confident  that  you  will  speak  out  against  any  propos- 
al the  consequences  of  which  you  deem  to  be  disastrous. 

But  if  a  given  cut  exposes  you  to  the  pressures  and  passions  and 
politics,  now  is  the  time  for  character  and  wisdom.  The  need  for 
character  is  obvious.  While  wisdom  is  required  to  understand  that 
we  must  take  the  risk  to  escape  our  economic  troubles,  that  suc- 
cessful opposition  will  not  only  lead  to  an  increase  in  the  scale  of 
Government  but  also  eliminate  our  chances  for  unification  in  op- 
posing those  troubles.  And  finally  that  some  of  those  who  are  tired 
of  rowing  will  naturally  gripe  if  we  quit  helping  them  row. 

But  we  must  remember  through  all  this  the  alternative  of  a 
decaying  economic  situation,  unable  to  save  even  our  drowning 
citizens.  We  need  responsible  cuts  now  to  enable  us  to  meet  our 
responsibilities  in  the  future. 

The  answer  exists.  We  have  heard  a  lot  of  testimony  on  the 
increasing  number  of  people  that  need  food  stamps,  that  need  the 
transfer  payments.  Of  course,  this  is  true,  because  our  economy  is 
in  the  doldroms.  And  we  have  disaster  just  over  the  horizon.  That 
is  why  it  is  so  important  that  the  economic  stability  of  the  country 
be  addressed. 
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And  we  think  that  the  answer  is  a  productive  and  revitalized 
economy,  not  just  the  mere  continuation  of  trying  to  address  the 
symptoms. 

Thank  you. 

The  Chairman.  Thank  you  for  a  very  fine  statement. 

You  undoubtedly  will  receive  some  written  questions  from  Sena- 
tors who  because  of  conflicts  with  other  committees  are  not  here 
today.  So  we  do  thank  you  for  your  testimony,  and  especially  for 
your  patience. 

If  there  is  no  further  business  to  come  before  the  committee,  we 
stand  adjourned. 

[Whereupon,  at  1:40  p.m.,  the  committee  recessed,  to  reconvene 
at  9  a.m.,  Thursday,  April  2,  1981,  in  room  324,  Russell  Senate 
Office  Building.] 
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PROPOSED  REAUTHORIZATION  OF  THE  FOOD 

AND  AGRICULTURE  ACT  OF  1977 

(Food  Stamps) 

THURSDAY,  APRIL  2,  1981 

U.S.  Senate, 
Committee  on  Agriculture,  Nutrition,  and  Forestry, 

Washington,  D.C. 
The  committee  met,  pursuant  to  notice,  at  9  a.m.,  in  room  324, 
Russell  Senate  Office  Building,  Hon.  Jesse  Helms  (chairman)  pre- 
siding. 

Present:  Senators  Helms,  Dole,  Hayakawa,  Lugar,  Cochran, 
Boschwitz,  Jepsen,  Hawkins,  Andrews,  Huddleston,  Leahy,  Zorin- 
sky,  Melcher,  Pryor,  Boren,  Dixon,  and  Heflin. 

STATEMENT  OF  HON.  JESSE  HELMS,  A  U.S.  SENATOR  FROM 
NORTH  CAROLINA 

The  Chairman.  The  committee  will  be  in  order.  If  my  arithmetic 
is  correct,  we  are  still  eight  Senators  shy  of  a  quorum,  needing 
nine,  but  we  will  proceed. 

I  know  some  of  our  colleagues  will  join  us  a  little  later. 

This  is  the  second  day  of  hearings  which  our  committee  has 
scheduled  regarding  the  food  stamp  program. 

As  with  the  earlier  hearing  on  March  16,  we  have  with  us  a  wide 
variety  of  witnesses  with  different  viewpoints  and  areas  of  exper- 
tise. 

Now,  on  the  March  16  hearings,  we  heard  from  severed  witnesses 
who  expressed  total  support  for  the  current  food  stamp  program, 
and  we  heard  from  those  who  opposed  the  recommendations  made 
by  the  Reagan  administration  to  reduce  the  costs  of  the  program. 

On  the  other  hand  we  heard  several  witnesses  point  to  some  of 
the  difficulties  in  effectively  administering  the  program,  such  as 
restrictions  on  verification  of  information  furnished  by  applicants 
and  other  regulations  which  increase  the  cost  of  the  food  stamp 
program. 

Additionally,  we  heard  about  problems  with  fraud  in  the  pro- 
gram, both  misrepresentations  by  applicants  seeking  food  stamps 
and  illegal  trafficking,  using  food  stamps  as  a  black-market  curren- 
cy for  purchasing  nonfood  items,  including  such  things  as  cars, 
boats,  televisions,  narcotics,  and  so  forth. 

This  morning,  before  we  begin,  the  Chair  will  comment  on  this 
problem  of  fraud  for  just  a  moment,  because  this  Senator  apparent- 
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ly  had  been  misunderstood,  if  not  deliberately  misrepresented  by 
some  of  the  advocates  of  the  program  as  it  now  exists. 

Shortly  after  the  last  hearing  one  editor  in  my  State  commented, 
and  I  quote  him: 

If  Senator  Jesse  Helms  knows  of  a  case  in  which  someone  bought  five  automobiles 
with  food  stamps,  why  is  he  keeping  it  in  his  file  and  not  spreading  the  evidence  on 
the  public  record?  Why  is  he  not  proposing  means  to  halt  whatever  black  markets 
may  be  trafficking  in  food  stamps? 

Instead,  the  Senator  is  using  the  old  ploy,  which  President  Reagan  has  often 
employed,  of  attacking  a  program  through  extreme,  uncommon  examples. 

Obviously,  I  want  to  point  out  for  the  record  that  the  example 
cited  in  that  editorial  is  one  that  was  published  in  the  Washington 
Post  earlier  this  year. 

A  former  Inspector  General  of  the  Agriculture  Department  out- 
lined a  specific  violation  which  had  occurred  in  South  Carolina. 

Second,  and  perhaps  even  more  importantly,  however,  was  the 
newspaper's  characterization  by  that  editor  of  such  illustrations  of 
fraud,  and  there  are  many,  many  illustrations  that  can  and  will 
and  have  been  presented  as  a  matter  of  record,  but  that  editor  said 
these  are  extreme  uncommon  examples.  Well,  as  a  citizen  of  this 
country,  and  as  chairman  of  this  committee,  I  regret  that  such 
violations  are  neither  extreme  nor  are  they  uncommon. 

It  is  the  Senate  Appropriations  Committee's  investigative  staff, 
for  example,  which  prepared  a  report  released  earlier  this  year 
which  indicated  that  as  much  as  20  percent  of  the  entire  food 
stamp  budget  is  being  wasted  because  of  fraud  by  recipients,  errors 
by  program  workers,  and  loopholes  in  food  stamp  regulations. 

The  State  of  Florida,  in  two  of  the  few  statewide  studies  of  fraud, 
found  in  1978  and  1979,  fraud  and  error  rates  of  40  percent  in  1978 
and  30  percent  in  1979. 

So  to  point  to  things  of  this  sort  is  neither  extreme  nor  uncom- 
mon. 

The  General  Accounting  Office  reported  in  1977  that  over  a  half 
billion  dollars  annually  was  being  overissued  because  of  errors  of 
misrepresentation  and  suspected  fraud  by  recipients  and  by  errors 
by  local  food  stamp  offices,  and  that  was  at  a  time  when  the 
program  was  less  than  a  half  of  its  present  cost  and  size. 

Another  editor  some  years  ago  observed  that  the  truth  seldom 
hurts  unless  it  ought  to.  This  may  be  the  case  now. 

I  am  apprehensive  that  the  painful  but  obvious  truth  is  that 
there  is  very  substantial  fraud  within  the  existing  food  stamp 
program,  no  matter  what  specific  percentage  anyone  attributes  to 

I  have  never  tried  to  fix  a  precise  percentage,  because  I  do  not 
know. 

I  have  given  a  range  of  estimates  by  credible  sources,  but  it  is 
the  duty  of  this  committee  and  the  duty  of  this  Congress  to  find  out 
what  the  precise  percentage  of  fraud,  waste,  is,  and  I  believe  speak- 
ing as  one  Senator,  that  the  American  taxpayers  have  a  right  to 
expect  us  to  correct  that. 

Now,  we  have  with  us  today  a  number  of  witnesses  who  can 
present  us  with  both  specific  illustrations  and  statistics  from  their 
individual  States,  as  well  as  others  who  can  present  an  overall 
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national  picture,  but  most  important,  and  I  do  hope  that  we  can 
call  on  their  expertise  to  identify  precisely  those  areas  of  present 
law  which  enables  some  recipients  to  take  unfair  advantage  of  the 
system  and  of  the  American  taxpayers. 

Having  identified  them,  as  is  the  duty  and  responsibility  of  this 
committee,  we  can  then  recommend  necessary  reform,  including 
increased  safeguards,  stiffer  penalties,  and  more  vigorous  enforce- 
ment and  prosecution. 

I  do  not  like  to  use  the  words  the  bottom  line,  because  that  has 
become  a  cliche  in  our  time,  but  I  guess  it  is  appropriate  today  to 
say  the  bottom  line  is  we  simply  must  bring  integrity  to  the  food 
stamp  program. 

Now,  as  to  the  administration's  specific  recommendations  for 
program  reform,  of  course  we  need  to  examine  these  carefully,  and 
that  is  precisely  what  we  are  doing,  and  if  it  is  apparent  from  the 
actions  of  the  Senate  Budget  Committee  and  now  before  the  full 
Senate,  that  significant  reductions  are  going  to  be  made  in  outlays 
for  the  food  stamp  program,  then  that  is  our  responsibility. 

To  those  who  would  oppose  the  Reagan  recommendations,  or  the 
recommendations  of  Jesse  Helms,  I  would  ask  one  question,  what 
do  you  propose,  and  I  believe  the  overall  challenge  of  this  commit- 
tee is  summarized  in  an  excellent  letter  which  came  to  me  from 
the  Governor  of  Alaska,  Jay  Hammond.1 

He  filed  the  letter  as  his  testimony  to  this  committee,  and  it  is  to 
be  made  a  part  of  the  record. 

Let  me  read  just  part  of  what  Governor  Hammond  said: 

The  original  purpose  of  the  1964  Act— that  of  ensuring  adequate  nutrition  for  the 
needy— has  become  so  distorted  by  subsequent  statutory  and  regulatory  changes 
that  actual  needs  have  become  secondary  to  the  broad  policy  of  providing  more 
benefits  to  more  clients  within  ever  shorter  time  frames.  In  Alaska,  these  changes 
have  worked  to  the  disadvantage  of  the  truly  needy  and  have  so  overburdened 
program  administration  that  it  is  becoming  increasingly  impossible  to  manage  the 
program  in  an  effective,  equitable  manner. 

Now,  that  says  in  a  nutshell  the  story.  The  question  is  what  are 
we  doing,  not  merely  to  the  taxpayers,  not  merely  to  the  Federal 
budget,  but  to  the  attitude  of  the  people  themselves  when  we  allow 
a  program  to  explode  into  deceit  and  fraud  and  waste. 

What  are  we  doing  to  the  people  of  this  country  who  expect 
better  of  us? 

Governor  Hammond  focused  on  several  key  ingredients  of 
reform.  We  must  reduce  administrative  difficulties  which  prevent 
case  workers  from  verifying  information,  and  this  is  a  complaint 
that  we  have  received  from  local  administrators  all  across  this 
land,  that  they  really  do  not  have  the  authority  to  tighten  up  this 
program. 

We  must  restore  the  nutritional  focus  of  this  program.  In  my 
view  we  should  establish  and  enforce  a  fair  work  requirement  for 
the  able-bodied  recipient  of  food  stamps.  In  my  judgment  these 
basic  principles  should  be  the  cornerstone  of  our  deliberations. 


1  See  p.  363  for  the  letter  from  Governor  Hammond. 
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Now,  we  have  very  fine  witnesses  representing  a  broad  spectrum 
on  this  question,  and  the  first  on  the  list  this  morning  is  Robert  E. 
Magee,  who  is  Acting  Inspector  General  for  the  U.S.  Department  of 
Agriculture. 

If  Mr.  Magee  will  come  forward,  we  certainly  appreciate  your 
coming  this  morning. 

You  have  been  here  before  to  the  hearings  on  various  matters, 
and  I  think  you  are  aware  of  our  policy  of  10-minute  limitation,  but 
your  entire  statement  will  be  filed  in  the  record. 

STATEMENT  OF  ROBERT  E.  MAGEE,  ACTING  INSPECTOR 
GENERAL,  U.S.  DEPARTMENT  OF  AGRICULTURE 

Mr.  Magee.  Mr.  Chairman,  I  do  not  have  a  prepared  statement, 
but  the  opening  remarks  that  I  have  will  easily  fit  within  the  10- 
minute  frame,  and  I  believe  will  focus  on  what  the  Office  of  Inspec- 
tor General  regards  as  the  critical  weaknesses  in  the  food  stamp 
program. 

The  Chairman.  That  will  be  fine.  Please  proceed  and  identify 
yourself  for  the  record,  and  identify  your  colleagues. 

Mr.  Magee.  I  am  Robert  E.  Magee,  Acting  Inspector  General  for 
the  U.S.  Department  of  Agriculture. 

I  have  with  me  on  my  immediate  left  Gerald  Peterson,  who  is 
the  Assistant  Inspector  General  for  Auditing  in  the  Department, 
and  James  Ebbitt  of  his  staff. 

Mr.  Chairman,  my  regular  capacity  in  the  Department  is  that  of 
Assistant  Inspector  General  for  Investigations,  and  I  have  specifi- 
cally asked  Mr.  Peterson  and  Mr.  Ebbitt  to  be  here  because  so 
many  of  the  issues  that  you  have  interest  in  focus  on  the  audit 
side,  and  with  the  three  of  us  here,  I  believe  we  can  be  totally 
responsive  to  any  questions  you  may  have. 

In  terms  of  opening  remarks  for  the  foundation  for  further  ques- 
tioning, I  do  not  need  to  point  out  that  the  Office  of  Inspector 
General  has  conducted  audits  and  investigations  in  the  food  stamp 
program  since  its  inception. 

Our  semiannual  reports  to  the  Congress,  each  of  which  has  con- 
tained extensive  comments  in  terms  of  the  fraud,  waste,  and  abuse 
in  the  food  stamp  program,  have  resulted  in  numerous  changes  in 
the  program. 

For  the  past  several  years,  approximately  25  percent  of  our  total 
resources  have  been  devoted  to  the  food  stamp  program. 

Our  major  thrust  has  been  to  audit  the  large  project  areas  such 
as  New  York,  Pennsylvania,  Illinois,  Michigan,  Puerto  Rico,  and 
other  large  urban  areas. 

Last  year  in  the  criminal  investigation  area,  407  criminal  indict- 
ments were  returned  as  a  result  of  our  investigations  in  the  pro- 
gram. 

I  would  like  to  mention  parenthetically  there  that  these  indict- 
ments related  to  substantial  criminal  offenses,  not  petty  misde- 
meanor matters. 

We  have  been  very  pleased  that  over  the  years  many  of  our 
recommendations  have  been  picked  up  by  the  Congress  and  have 
resulted  in  changes  to  the  program  to  tighten  it  up. 

Two  of  the  most  recent  notable  recommendations  include  the 
required  use  of  the  social  security  number  as  an  identifier  by 
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recipients,  and  hopefully  the  forthcoming  implementation  of  the 
photographic  ID  provisions. 

The  other  recommendations,  such  as  the  use  of  administrative 
fraud  hearings,  and  the  collections  of  overpayments  will  also  be 
helpful  in  tightening  up  the  administration  of  the  program,  if  they 
are  fully  implemented. 

I  would  like  to  take  you  through  briefly  in  a  simplified  manner 
the  application,  processing,  and  delivery  systems  in  the  program, 
pointing  out  what  we  perceive  as  the  most  critical  areas. 

I  think  it  would  be  helpful  if  I  would  predicate  my  further 
comments  on  two  categories,  internal  fraud  and  abuse  and  external 
fraud  and  abuse. 

By  internal,  I  mean  those  abuses,  those  errors,  and  the  fraud 
that  exists  within  the  systems  and  the  procedures,  and  involving 
the  personnel  administering  the  program. 

The  external  obviously  has  to  do  with  the  criminal  elements  that 
are  not  in  any  way  associated  with  the  program,  but  have  targeted 
it  as  a  means  of  continuing  substantial  elicit  profit. 

Within  the  internal  sector,  we  believe  that  in  certification,  the 
largest  drain  of  dollars  from  the  food  stamp  program  are  from  the 
recipients  who  receive  benefits  they  are  not  entitled  to. 

This  begins  with  the  appearance  of  the  applicant  at  the  local 
welfare  office  and  the  filling  out  of  the  application,  providing  mini- 
mal personal  and  financial  information  that  determines  eligibility 
and  decides  the  benefit  level. 

Obviously,  if  a  recipient  can  lie  and  provide  false  information, 
they  can  receive  food  stamps  to  which  they  are  not  entitled. 

Our  audits  and  our  investigations  and  data  from  quality  reviews 
show  the  most  common  areas  of  recipient  fraud  are  underreporting 
of  income  and  the  overstating  of  household  size. 

The  solution  to  this  problem,  in  our  judgment,  is  to  increase  and 
use  more  reliable  upfront  verification. 

We  are  particularly  concerned  about  the  upfront  verification 
because,  according  to  the  present  regulations,  the  primary  source 
of  verification  is  documentary  evidence,  which  is  defined  as  written 
confirmation  of  a  household's  circumstance. 

We  believe  the  definition  is  too  weak,  that  it  should  be  tightened 
so  that  acceptable  documentation  is  restricted  to  official  or  semiof- 
ficial documents,  such  as  pay  stubs,  birth  certificates,  income  tax 
records  and  things  of  this  category. 

Any  time  documentation  is  not  of  such  nature,  we  believe  collat- 
eral contacts  with  someone  with  direct  knowledge  of  the  criteria  in 
question  should  be  mandatory. 

The  1979  amendments  requiring  social  security  numbers  now 
makes  it  possible  for  expanded-computer  matching  of  data.  We 
believe  that  ADP  matching  is  the  best  possibility  to  surface  unre- 
ported income,  and  should  be  done  upfront  before  issuing  food 
stamps  to  newly  certified  households. 

Mr.  Peterson  and  Mr.  Ebbitt  at  a  later  point,  at  your  pleasure, 
can  elaborate  on  this  technique  and  what  we  have  done  with  it. 

Under  the  category  of  issuance,  issuance  has  several  weak  points, 
replacement  benefits  being  the  greatest. 

We  encountered  fraud  with  the  issuing  offices,  which  involve  the 
stealing  of  ATP's,  that  is  undeliverable  ATP's.  The  recipient,  of 
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course,  takes  the  ATP  card  received  through  the  mail  to  a  coupon 
issuer,  a  bank,  a  poet  office,  local  food  stamp  office,  or  a  check 
casher,  but  if  that  recipient  reports  the  ATP  was  not  received,  and 
that  is  not  true,  or  it  is  true,  a  replacement  is  generally  issued. 
That  relates  to  my  comment  that  perhaps  the  greatest  drain  is  the 
receipt  by  recipients  of  benefits  they  are  not  entitled  to,  or  more 
than  they  are  entitled  to. 

Some  major  cities  are  instituting  excellent  new  systems  to  cor- 
rect this  program.  For  example,  Philadelphia  and  Pittsburgh,  Pa., 
are  experimenting  with  a  direct  delivery  system  which  provides  for 
the  ATP  to  be  delivered  to  the  coupon  issuer,  and  the  recipient  to 
report  to  the  issuance  facility,  identify  himself  or  herself,  and 
receive  the  food  stamps. 

To  date  the  effectiveness  of  this  system  seems  excellent.  New 
York  City  is  developing  a  rapid  access  system,  which  in  effect 
allows  the  detection  of  canceled  or  cashed  ATP's  that  have  been 
reported  stolen. 

The  ATP's  under  this  system  are  valid  for  8  days  only,  and  a 
replacement  is  not  issued  until  the  original  has  expired,  and  a 
reconciliation  shows  that  the  original  was  redeemed. 

If  the  original  was  redeemed,  the  household  representative  must 
have  handwriting  samples  taken  to  determine  if  he  or  she  re- 
deemed it.  Losses  have  been  reduced  substantially. 

Photo  identification.  I  mentioned  that  we  are  enthused  about 
photo  identification,  but  it  will  have  minimal  effect  unless  we  can 
assure  that  no  one  else  but  the  recipient  redeems  it.  To  insure  that 
this  is  the  case,  we  believe  that  the  Department  should  impose  a 
charge-back  provision,  a  first  endorser  liability  provision,  which 
will  make  the  coupon  issuer  liable  where  the  ATP  had  been  report- 
ed missing  or  stolen,  and  the  coupon  issuer  failed  to  identify  the 
identity  of  the  person  redeeming  it. 

This  is  the  same  liability  imposed  on  those  who  accept  Treasury 
checks. 

We  endorse  such  a  provision  as  does  the  Postal  Inspection  Serv- 
ice, which  cooperates  with  us  extensively  on  food  stamp  investiga- 
tions. 

The  second  most  common  issuance  is  the  direct  mail  system 
primarily  used  in  rural  areas  in  which  food  stamps  are  mailed 
directly  to  the  recipient,  eliminating  the  ATP.  This  is  a  cost  effec- 
tive and  convenient  system.  The  Department  has  a  loss  tolerance 
rate  in  certain  areas  under  which  the  States  would  have  to  switch 
to  another  system  or  absorb  the  cost  of  the  excess  loss. 

In  the  area  of  investigation  prosecution  claims,  and  so  forth,  I 
must  tell  you,  Mr.  Chairman,  that  recipient  fraud,  while  in  aggre- 
gate the  greatest  dollar  drain  in  the  program,  consists  actually  of 
many  individual  cases  of  relatively  low  dollar  value,  which  possess 
little  prosecutorial  merit. 

The  Department  and  OIG  in  particular  cannot  investigate  or 
establish  claims  against  all  of  these  violators. 

We  have  reduced  and  confined  our  resources  to  major  violators 
and  people  who  we  can  reasonably  expect  to  be  considered  for 
Federal  and  State  prosecution. 

Congress  and  the  Department  had  encouraged  the  States  to  deal 

th  this  through  the  75-percent  funding  of  investigative  and  pros- 
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ecutor  activities,  through  the  provision  of  administrative  fraud 
hearings  in  lieu  of  prosecution,  and  allowing  the  States  to  retain  50 
percent  of  the  recoveries. 

The  provisions  are  relatively  new.  We  hope  they  will  be  more 
extensively  used,  but  I  have  to  tell  you  that  our  surveys  do  not 
show  an  extensive  use  at  this  point  except  in  some  few  States  of 
these  new  provisions. 

The  States  are  now  allowed  to  offset  benefits  to  recover  overis- 
suances  in  fraud  cases.  We  believe  they  should  also  be  allowed  to 
offset  benefits  in  nonfraud  cases  in  order  to  collect  overissued 
benefits. 

States  can  collect  improperly  paid  benefits  from  households 
which  continue  to  participate;  however,  it  is  our  view  that  few 
efforts  are  being  made  to  collect  from  those  that  are  ineligible. 

We  believe  the  States  should  be  encouraged  to  collect  and  to  use 
such  mechanisms  as  small  claims  courts,  income  tax  refund  money 
and  collection  agencies. 

Finally,  Mr.  Chairman,  in  the  area  of  trafficking  and  external 
abuse  of  the  food  stamp  program,  there  is  a  community,  a  culture 
that  has  made  substantial  and  long-term  profit  out  of  abuse  of  the 
food  stamp  program,  and  we  generally  classify  these  people  as 
traffickers. 

They  involve  wholesaler  firms  who  obtain  food  stamps  from  a 
variety  of  sources  and  conceal  them  in  the  redemptions  of  coupons 
they  receive  from  legitimate  retailers.  Some  are  retail  grocery 
stores  who  add  to  their  normal  food  stamp  business  by  buying  food 
stamps  at  less  than  face  value,  or  buying  food  stamps  from  crimi- 
nals who  steal  them  from  the  mails. 

We  have  operated  in  the  past  several  months  "Sting"  type  oper- 
ations with  local  and  with  other  Federal  authorities  in  places  like 
Baltimore,  Atlanta,  New  Orleans,  and  El  Paso,  resulting  in  literal- 
ly dozens  of  indictments  of  not  food  stamp  recipients,  but  criminals 
who  are  also  dealing  in  narcotics,  firearms,  stolen  property,  along 
with  contraband  items  that  you  mentioned,  to  include  not  only 
automobiles,  but  house  trailers. 

Undercover  agents  from  my  organization  operating  in  conjunc- 
tion with  the  Bureau  of  Alcohol,  Tobacco  and  Firearms  have  pur- 
chased over  100  firearms,  have  purchased  explosives  and  narcotics 
and  other  kinds  of  controlled  substances  within  the  last  6  to  8 
months  in  the  vicinity  of  Greenville,  S.C. 

The  problem  that  confronts  us  in  the  food  stamp  program  with 
regard  to  these  offenders  is  that  the  sole  Federal  criminal  investi- 
gative capacity  that  addresses  these  offenses  rests  within  the  Office 
of  the  Inspector  General,  and  while  I  would  not  want  to  tell  you,  I 
would  not  want  to  tell  the  criminal  elements  precisely  how  many 
special  agents  we  have  committed  to  this  kind  of  operation,  our 
total  ceiling  figures  are  public  knowledge,  and  it  would  not  take 
much  close  examination  to  determine  that  it  is  a  very  thin  cover 
within  the  50  States. 

The  loopholes  in  the  food  stamp  program.  You  mentioned  the 
report  by  the  survey  and  investigation  staff.  They  identified  loop- 
holes such  as  applicants  entering  the  program  at  the  end  of  the 
month,  they  believe,  we  believe  those  benefits  should  be  prorated 
rather  than  receiving  an  allotment  for  the  entire  month. 
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made  a  remarkable  difference  in  the  health  and  well-being  of  many 
needy  households. 

You  have  heard  all  of  that  many  times  before.  I  am  referring 
also  to  the  fact  that  this  program  is  now  structured  in  a  way  that 
it  should  have  public  support  and  confidence. 

No  doubt  we  can  improve  it  some.  Any  program  of  its  size  and 
complexity  requires  regular  review  and  modification. 

Last  year  alone  we  did  that.  This  committee  took  action  and 
tightened  the  program  up  by  some  $500  million. 

We  have  done  an  awful  lot  in  the  last  2  years  to  target  this 
program  to  the  neediest  and  to  strengthen  its  administration,  and 
this  year  will  be  the  fourth  year  in  the  last  5  that  we  have  written 
major  food  stamp  legislation. 

Now  if  this  program  has  not  been  modified  enough  to  make  it 
accountable  to  the  public,  we  have  ourselves  to  blame. 

We  had  the  chances.  Yesterday,  the  Secretary  of  Agriculture 
testified  he  would  not  resist,  at  all,  efforts  to  make  substantially 
more  cuts  than  President  Reagan  himself  has  recommended. 

In  other  words,  he  said  he  would  not  support  the  President's 
target  on  spending  in  the  food  stamp  program,  while  I  find  this  an 
amazing  statement,  I  would  also  point  out  that  we  are  at  a  level, 
we  either  make  the  program  work  or  get  rid  of  the  program. 

Don't  kill  it  by  so  many  restrictions  and  so  many  changes,  on  the 
way,  that  it  does  not  work  at  all. 

What  we  should  do  is  look  at  what  we  have,  because  we  have  a 
program  that  can  and  should  work,  and  the  fact  we  have  hungry 
people  in  this  country  is  one  reason  why  we  should  be  looking  at 
our  nutrition  and  feeding  programs. 

Can  any  American  hold  their  head  up  abroad  when  other  coun- 
tries far  less  sophisticated  than  ours  point  to  us  as  having  people 
who  are  not  as  well  nourished  as  the  countries  we  may  be  visiting? 

In  cooperation  with  the  Department  Inspector  General  we  have 
enacted  dozens  of  changes  in  the  past  few  years  which  were  de- 
signed to  combat  fraud  and  abuse,  tighten  eligibility  and  ease 
administrative  burdens,  and  I  ask  unanimous  consent  the  summary 
of  these  changes,  which  I  have,  be  included  in  the  record  at  this 
point. 

Senator  Hayakawa.  So  ordered. 

[The  summary  referred  to  by  Senator  Leahy  follows:] 

Congressional  Actions  That  Have  Effectively  Tightened  the  Food  Stamp 
Program— 1977-1979-1980 

1977  The  Food  Stamp  Act  of  1977  (Public  Law  95-113)  reduced  the  number  of 
eligible  persons  in  the  U.S.  population  by  3.5  million. 
The  1977  Act  initiated  the  following  actions: 

Reduction  of  net  income  limits  to  the  poverty  level  for  determination  of  who 
is  eligible.  About  700,000  persons  who  had  been  participating  in  the  program 
were  eliminated  from  the  program  upon  implementation  of  these  new  eligibility 
requirements. 

Persons  found  to  have  committed  fraud  are  to  be  terminated  from  the  pro- 
gram for  a  period  of  up  to  27  months. 

Elimination  of  households  from  the  program  for  two  months  if  the  household 
head  voluntarily  quits  a  job. 
Elimination  of  households  with  luxury  cars. 

Requirement  that  eligible  students  must  register  for  work  half-time  as  a 
condition  for  receiving  stamps. 
The  1977  Act  also  made  major  strides  in  improving  program  management  in 
order  to  cut  down  on  incidences  of  fraud  and  abuse.  These  included: 
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We  have  approached  the  former  Attorney  General  of  the  United 
States  formally,  we  have  letters  from  a  number  of  U.S.  attorneys  in 
effect  pleading  for  us  to  do  something  to  give  some  relief  to  agents 
that  are  in  these  dangerous  situations  in  carrying  out  these  func- 
tions, not  only  unarmed,  but  in  the  unhappy  position  of  having  to 
look  to  either  the  local  police  or  other  Federal  agencies  to  execute 
arrests  that  may  be  necessary  at  completion  of  one  of  these  trans- 
actions. So  it  is  a  major  disadvantage. 

The  Chairman.  I  wonder  if  I  might  ask  you  to  file  with  me,  as 
one  Senator,  and  as  chairman  of  this  committee,  a  list  of  your 
priority  recommendations  and  how  we  could  offer  support  for  and 
protection  of  your  people? 

Mr.  Magee.  I  would  be  delighted  to.1 

The  Chairman.  Let's  see  what  we  can  do  with  that,  as  a  member 
of  this  committee,  and  as  a  Senator. 

It  was  your  agents,  of  course,  who  uncovered  that  ring  in  South 
Carolina,  I  believe  it  was  five  motor  vehicles  and  32  weapons  and  a 
quantity  of  marihuana. 

Mr.  Magee.  Senator,  there  were  a  series  of  investigations.  I  want 
to  be  quick  to  give  credit  to  our  partner,  which  was  the  Bureau  of 
Alcohol,  Tobacco  and  Firearms,  without  which  we  could  not  have 
been  able  to  proceed  with  some  of  these. 

The  key  to  these  joint  investigations,  whether  with  DEA,  Postal, 
or  BATF,  is  that  the  criminal  elements  have  now  moved  into  food 
stamps  as  a  medium  of  exchange  for  the  very  items  of  contraband 
that  fall  within  the  jurisdiction  of  these  other  agents.  The  under- 
cover agents  included  both  agents  from  my  Atlanta  office  and 
agents  from  the  ATF,  Greenville,  S.C.,  area,  and  as  a  matter  of 
fact,  the  firearms  purchased  totaled  over  110,  and  in  addition  to 
marihuana,  there  were  hard  narcotics  and  other  controlled  sub- 
stances, and  some  other  items  that  were  recovered  that  were  iden- 
tified subsequently  as  stolen  property  from  merchants  in  both 
South  Carolina  and  North  Carolina. 

The  Chairman.  The  first  account  I  saw,  I  think  it  was  in  the 
Washington  Post,  the  two  defendants  used  food  stamps,  but  it  was 
the  other  way  around. 

Mr.  Magee.  Generally  these  things  develop  in  two  ways.  We 
move  into  undercover  operations  whenever  there  is  a  substantial 
theft  from  an  issuing  office  that  is  of  unused,  unissued  food  stamps, 
and  obviously  then  our  undercover  agents  put  out  the  word  they 
are  buying  food  stamps,  so  we  can  hopefully  surface  and  follow  the 
trail  back  to  the  original  thieves. 

On  the  other  hand,  our  primary  concern  is  to  identify  the  legiti- 
mate retailers  that  are  authorized  to  redeem  food  stamps,  because 
the  only  way  that  a  thief  or  a  fence  can  ultimately  redeem  them  is 
to  get  the  collaboration  of  an  authorized  grocery  store.  So  we  also 
have  undercover  agents,  in  this  particular  instance  ATF,  advised 
us  that  the  people  they  were  dealing  with  were  also  dealing  in  food 
stamps. 

We  inserted  our  agents  who  in  effect  began  to  sell  food  stamps. 

The  Chairman.  Now,  tell  me  the  scenario,  how  are  these  food 
stamps  accumulated? 


fSee  p.  366  for  the  above-referred-to  information  and  p.  479  for  further  recommendations 
furnished  by  Mr.  Magee. 
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The  Chairman.  Many  of  our  correspondents,  and  I  am  speaking 
primarily  of  local  administrators  of  the  program,  have  described 
food  stamps  as  a  second  currency. 

Do  you  agree  with  that? 

Mr.  Magee.  I  certainly  do. 

I  certainly  agree  with  that. 

I  can  tell  you  and  give  you  an  example.  You  can  remember  the 
gasoline  coupon  situations  in  World  War  II.  I  spent  over  20  years 
in  the  Army  in  the  Army's  Criminal  Investigation  Division  in 
overseas  areas,  and  wherever  there  was  a  substitute  for  money, 
that  was  used  for  example  to  pay  the  military  forces,  or  whether 
there  were  ration  coupons  that  limited  the  purchase  of  cigarettes, 
for  example,  almost  inevitably  it  became  a  second  currency  for  all 
practical  purposes. 

The  Chairman.  Let  me  mention  another  scenario  that  had  been 
reported  to  us  by  countless  persons,  as  one  complaint,  or  as  one 
constructive  suggestion,  depending  on  how  you  look  at  it,  and  that 
is  that  less  sophisticated  entrepreneurs  simply  go  around  and  buy 
"extra"  food  stamps  for  50  cents  on  the  dollar,  which  these  entre- 
preneurs turn  around  and  sell  in  quantity  to  grocery  stores  for  75 
or  80  cents  on  the  dollar. 

Is  that  the  way  it  works? 

Mr.  Magee.  I  want  to  first  say  that  I  cannot  even  estimate  the 
percentage  of  recipients  that  engage  in  that  kind  of  layout.  I  can 
tell  you  since  the  inception  of  the  food  stamp  program,  our  first 
experience  with  it,  the  trafficking  or  discounting  of  coupons  for 
cash  has  been  a  common  occurrence,  in  the  sense  that  there  are 
recipients  who  need  or  seek  to  buy  something  that  they  cannot 
legitimately  exchange  food  stamps  for,  and  whether  they  are  dis- 
counting to  one  of  these  persons  that  you  described,  or  whether 
they  are  discounting  to  the  retail  store  operator  in  order  to  encour- 
age the  transactions  of  ineligible  items  really  makes  little  differ- 
ence, but  there  is  no  question  that  has  been  one  of  the  undesirable 
byproducts  of  the  food  stamp  program.  But  I  hasten  to  say  that  I 
have  no  reason  to  believe  that  that  at  all  approaches  the  dollar 
drain  from  the  issuance  of  benefits  beyond  which  a  person  might 
be  entitled,  or  these  other  internal  fraud  areas  that  I  just  de- 
scribed. 

The  Chairman.  Well,  of  course  there  will  be  a  certain  amount  of 
fraud  in  applications  or  misrepresentation,  otherwise  how  do  they 
get  these? 

Mr.  Magee.  Well,  Senator,  it  is  not  so  much  additional.  I  do  not 
think  it  is  extra  stamps.  I  think  you  are  dealing  with  the  circum- 
stances where  the  original  recipient  may  not  be  the  person  who  is 
the  trafficker. 

It  may  be  somebody  in  the  household  who  takes  the  stamps  and 
sells  the  stamps. 

I  do  not  think  we  can  conclude  the  person  who  has  as  a  main 
concern,  the  nutrition  of  the  family  is  necessarily  the  one  who 
engages  in  this  kind  of  traffic,  but  there  are  husbands  who  rob  the 
wife's  purses,  and  there  are  children  who  rob  the  bureau  drawers 
in  all  classes  of  our  society,  and  what  I  want  to  say  there  is  no 
question  there  is  a  discounting  for  cash  of  food  stamps,  but  we  have 
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no  data  that  would  allow  us  to  speculate  on  how  much  of  that 
involves  the  bona  fide  original  recipient 

The  Chairman.  I  understand  that. 

Now,  you  mentioned  the  matching  system  that  a  lot  of  States 
have. 

Is  that  system  in  those  States  sufficiently  sophisticated  to  be 
encouraging  to  you? 

Mr  Mager.  Senator,  I  am  going  to  ask  Mr.  Peterson  who  has 
had  extensive  experience  in  this  to  give  us  some  information. 

Mr.  Peterson.  Actually,  Senator,  there  are  very  few  States,  in 
fact  to  my  knowledge  no  State  that  routinely  does  that  matching 
exercise. 

We  do  think  it  is  a  very  good  tool  and  one  that  should  receive 
more  attention. 

For  instance,  we  recently  audited  Dade  County,  in  Miami,  where 
we  estimated  a  loss  of  about  $1  million  a  month  in  the  certification 
area.  Most  of  that  we  feel  could  have  been  caught  up  front  had 
they  had  an  adequate  matching  process,  and  because  of  the  large 
dollar  loss,  Miami  has  now  agreed  to  go  to  the  matching,  and  as  of 
October  1981,  will  have  on  line  a  matching  component  that  allows 
them  to  do  the  matching  prior  to  certification 

We  think  that  is  when  it  should  be  done.  It  should  be  done  up 
front  rather  than  getting  an  auditor  or  someone  coming  in  behind 
and  pointing  out  this  type  of  loss  after  the  fact,  but  it  is  not  a 
widely  used  process. 

The  Chairman.  Why  is  it  not? 

Mr.  Peterson.  Well,  I  think,  Senator,  that  you  have  to  go  out 
and  demonstrate  its  use  before  vou  are  going  to  get  people  to  use  it. 

They  are  a  little  afraid  of  the  computer,  I  think,  and  afraid  of 
just  that  exercise. 

The  Chairman.  Dade  County  uses  a  computer  for  everything 
else. 

Mr.  Peterson.  Of  course,  to  do  this  in  a  certification  process, 
however,  they  had  to  have  an  online  capability,  that  is  to  say  they 
had  to  have  the  capability  of  bringing  that  necessary  data  up  while 
the  clerk  was  processing  that  application,  and  they  did  not  have 
that  capability. 

In  fact,  that  capability  does  not  exist  in  most  States  or  in  most 
locations  where  you  are  giving  food  stamps,  so  it  would  require  an 
enhancing  of  the  capability  of  most  States  and  localities  in  order  to 
apply  this  in  the  certification  process. 

We  do  think  it  would  be  cost  effective  if  this  was  done. 

The  Chairman.  Well,  let  me  ask  you,  what  is  the  penalty  for 
grocery  stores  that  participate  in  the  theft? 

Mr.  Maoee.  Well,  the  penalty  is  applied  to  everybody.  Title  VII 
of  the  United  States  Code  provides  for  felony  transactions  involving 
$100  or  more  for  sentences  up  to  5  years  or  a  $10,000  fine. 

The  Chairman.  That  is  for  the  courts  to  decide? 

Mr.  Maoee.  That  is  for  the  courts  to  decide. 

Now,  I  must  say  the  Justice  Department  and  the  U.S.  attorneys 
have  been  extremely  receptive,  extremely  vigorous  in  prosecuting 
bona  fide  food  stamp  trafficking  criminals. 

We  get  almost  instant  support  and  guidance  from  assistant  U.S. 
attorneys  and  local  prosecuting  attorneys  and  the  reluctance  to 
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prosecute  which  addresses  the  lower  level  individual  recipient  type 
situations  does  not  seem  to  be  the  case  in  those  that  are  really 
regarded  as  criminal  elements. 

The  Chairman.  What  do  you  think  about  reinstituting  the  pur- 
chase requirement? 

Mr.  Magee.  The  purchase  requirement,  when  it  was  changed, 
Senator,  gave  us  considerable  cause  for  apprehension  as  it  did  our 
colleagues  in  the  Postal  Inspection  Service,  who  are  now  almost  as 
involved  with  food  stamp  problems  as  we  are  by  reason  of  the 
problems  with  thefts  from  the  mails  or  with  the  use  of  the  mails  to 
defraud. 

We  anticipated  that  the  trafficking  aspect  would  increase,  be- 
cause when  there  was  a  purchase  requirement,  the  person  who 
illegally  secured  an  ATP  had  to  also  come  up  with  some  money, 
and  at  least  that  money  investment  reduced  the  potential  profit  in 
trafficking  that  ATP  card. 

I  do  not  have  any  hard  data,  but  in  our  discussions  with  other 
investigative  agencies  in  the  States,  and  I  want  to  hasten  to  say 
that  we  have  in  some  States,  Florida  is  represented  here,  and  that 
is  one  of  the  States  I  would  cite  as  an  example,  we  have  an 
excellent  collaborative  relationship,  in  our  contacts  with  the  inves- 
tigative agencies  in  the  States,  and  with  our  colleagues  in  the 
Postal  Inspection  Service,  it  is  our  impression  that  there  has  been 
an  increase  in  the  trafficking  of  the  ATP's  with  the  elimination  of 
the  purchase  requirement. 

I  am  not  sure  that  is  a  direct  answer  to  your  question  about  the 
reinstitution  of  it,  but  our  apprehension  seems  to  have  been  justi- 
fied. 

The  Chairman.  We  may  well  have  an  opportunity  to  vote  on  it. 

Senator  Leahy. 

STATEMENT  OF  HON.  PATRICK  J.  LEAHY,  A  U.S.  SENATOR 
FROM  VERMONT 

Senator  Leahy.  Mr.  Chairman,  I  would  like  to  make  an  opening 
statement  in  lieu  of  devoting  my  time  to  questioning. 

Part  of  this  I  will  put  in  the  record.  I  think  we  are  at  a  time 
when  probably  one  of  the  less  popular  things  is  to  say  you  have 
any  support  for  the  food  stamp  program.  It  is  not  very  popular  to 
say  that  in  Congress,  but  I  would  like  to  say  that  there  are  many, 
many  aspects  of  the  food  stamp  program  that  I  do  support,  but  my 
support  is  not  totally  unqualified,  of  course. 

There  are  some  changes  that  can  and  should  be  made  to  prove 
its  effectiveness  and  its  accountability. 

I  also  look  at  my  own  State  of  Vermont,  a  State  that  is  at  the 
very  bottom  of  the  level  of  per  capita  income.  I  see  an  awful  lot  of 
elderly,  handicapped,  working  poor,  and  others  who  would  not  be 
able  to  make  it  at  all  if  it  were  not  for  the  food  stamps  that  they 
received,  so  I  support  the  program,  because  it  does  have  worth- 
while features,  and  it  does  try  to  at  least  ameliorate  the  shame  of 
the  wealthiest  and  most  powerful  nation  on  Earth,  of  having 
people  who  are  malnourished  and  hungry. 

Now,  I  am  simply  not  talking  about  the  fact  that  it  is  the  last 
line  of  defense  for  many  Americans  against  hunger  and  malnutri- 
tion, nor  am  I  just  referring  to  the  fact  that  doctors  have  found  it 


79-755   0-81 


Digitized  by 


Google 


T6  ^rrvnt  ?**f#?r!ji    untfin^   or  ^annnte-rxasian  :xa»  narreg:  ar  3tasK  j 

;if  +#f*mut\\Tm  :te  -ummHak£*&i%dnUr?  ami  ilUmiwrn 

fotytimmMt  :twt  &\  lerdffod:  eiupiife  HUiftmii»  (the-  ^bht  tins-  oanfirt  at 
H#w«#  ir  !*y  rnstU  Its**  sham  HI'*  m  Jroper  ami  jt  winch  d»  in 
r^rtmiltfUUm  mtH  the  faspneSDr  GeaaaL  rind*  -iac  imianinr  andt  s  j 
the  ^m^r  awa  «vmUt  Mp  araner  thBrprapcsmr*  imnpri*. 

.4ity  ifffhrmstUifi  ^natnet  m  tefemmmiigr  s  ob-sue  imiigrhifr  1 
*B3ttJ#  as  2W  \\&&L  aiien  muat  3*  reputed:  ai  tfaer  rmmignniar  an±  ! 

4ft£itff4$m3£tori  5c%<**Bfciijh  tiie  accarac?  if  gangmgire  if  rbai:  acmg  2 

ittijuirlrttf  isms.  iustuKhokt  »»  and  an?  other  tactnr  Anwn  tn  te  sunjcBE  tn  9 

*rmr  m  &mn&3U$n  mtki  srrniHjmim  hmughnkfc  oraffics  inwiiiiimii  tram  qporiitar 


Senator  Laaflfr.  We  tawe  taken  of  die  ray  best  ideas  rime  the 

J  dunk  Ctaie  ift  st  &ary  than  yam  and  I  &auff£  be  tafenmr  to  the 
American  pubiic 

Srt  t&e  past  few  yean  we  brae  increased  the  Bmmriat  f 
<fc<  the  Sfeafes  to  pursue  firawai  sod  ahm  We-  faeew 
error-rate  aancskxi  system,  sod  prnrafiaei  SfcaOes  finr 
rate* 

We  hdee  eliminated  ocarly  a£E  college  aturigmfcg  firtam  the 
gram.  Too;  wwsiri  «**C  know  that  tie  hear  «mr  of  the 
we  fawe  see*  t»  it  that  the  Department  tajgtemrt 
we  te»e  mandated  a  variety  of  other  naportagt  cefimmk 

ft  m  atooc  time  we  0et  some  credit  far  the  ^aorf  mri 
atr&rff  aewmpliehe«i 

fov  my  own  State,  when  people  come  to  me  and  toil  me  of  the 
welfare  fraud,  and  I  commented  in  a  hearing  here  the  other  day, 
ft&t  we  had  more  people  drive  up  in  Cadillacs,  apparently  accord- 
tag  to  the  report*  that  I  have  received,  with  their  food  stamps  than 
the  ftOfnter  of  Cadillacs  that  have  been  sold  in  the  State  of  Ver- 
flfcwt  m  the  laft  10  or  20  yean. 

W  th^y  have  erewitne«  account  of  fraud,   I  just  tell  people  to 


reptxt  irt  to  the  VS.  attorney,  I  most  admit  that  many  times  when 
I  wmr.  "Writ,  1  did  not  see  it,  but  Joe  who  works  near  me  at  the 
tecUxy<  his  cousin  was  talking  at  a  family  reunion,  and  his  brother 
«*re  aaw  it." 

That  does  mi  mean  there  is  no  fraud  at  all  I  was  a  prosecutor 
f(tr  $  y*#tr*.  1  know  when  there  is  fraud,  one  of  the  best  ways  to 
stop  rt  is  to  prosecute  it. 

rsople  abusing  this  program — prosecute  them,  throw  them  in 
jail,  but  do  not  penalize  the  handicapped,  the  elderly  working  poor, 
and  those  who  are  trying  to  follow  it  honestly,  and  properly. 

When  we  talk  about  the  purchase  stamp  requirement,  let  us  not 
loMr  sight  of  the  fact  that  if  we  go  to  that,  there  will  be  far  more 
stamps  available,  There  will  be  far  more  stamps  under  purchase 
requirement,  because  of  the  way  the  system  works.  In  the  testimo- 
ny that  ws  nave  received  in  this  committee,  it  is  clear  that  one  of 
the  biggftst  areas  of  concern  is  in  large  city  banks  holding  the 
numtry  without  paving  any  interest  to  the  U.S.  Government  by 
holding  it  longer  than  the  regulations  require,  and  it  was  I  think 
an  #?•  opener  to  this  committee,  Mr.  Chairman. 
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Now,  it  will  take  time  for  many  of  our  recent  actions  to  take 
effect.  You  and  I  and  the  American  public  are  patiently  waiting  to 
see  the  results  of  our  latest  work,  but  I  submit  much  of  the  spade 
work  on  this  program  has  been  done  already,  and  we  should  con- 
centrate more  on  fine  tuning  our  efforts. 

In  that  regard  I  should  express  our  concern  about  our  upcoming 
discussion  of  food  stamps. 

It  would  appear  that  several  of  the  administration's  proposals 
would  hurt  some  very  deserving  people. 

The  administration's  program  would  mainly  penalize  poople  who 
work  full  time  already,  can  hardly  meet  expenses,  in  other  words, 
the  working  poor,  people  who  are  encouraged  to  get  back  to  work 
and  off  welfare. 

Another  group  of  persons  likely  to  be  affected  by  this  proposal  is 
military  personnel.  That  is  one  of  the  things  that  nobody  wants  to 
talk  about.  We  want  to  pretend  that  this  does  not  happen,  but  it  is 
estimated  that  20,000  or  more  members  of  the  Armed  Forces  and 
their  families  get  food  stamps. 

You  want  to  talk  about  need  in  our  society,  just  take  a  look  at 
the  military.  Not  one  of  us  would  describe  these  persons  as  those 
who  shirk  work,  or  would  apply  for  help  unless  they  are  truly 
needy.  These  are  among  the  most  patriotic  people  in  tnis  country. 

Mr.  Chairman,  the  military  personnel  most  likely  to  participate 
in  the  food  stamp  program  have  annual  incomes  just  above  the  130 
percent  poverty  level  cutoff  line  that  is  being  proposed,  so  a  signifi- 
cant number  of  military  people  could  thus  be  affected  by  the  pro- 
posal. 

These  are  the  persons  we  would  throw  off  the  program,  and 
these  persons  at  this  income  level  who  finally  do  need  assistance, 
all  they  need  is  a  little  help.  Another  of  the  President's  proposals 
that  concerns  me  would  reduce  the  food  stamp  level  due  to  school 
lunch  participation  by  children.  It  is  something  that  will  cost  more 
to  administer  and  ignores  the  reality  that  children  in  this  country 
have  special  needs.  For  these  children  about  the  only  decent  meal 
they  get  all  day  is  through  the  school  lunch  program.  Those  of  us 
who  have  children,  and  many  of  us  have,  know  what  it  costs  to 
feed  a  hungry  child,  we  know  what  it  is  like,  and  we  live  at  the 
more  affluent  end  of  society. 

At  this  point  I  would  like  to  raise  a  concern  I  have  about  the 
testimony  of  the  General  Accounting  Office  in  this  matter. 

I  have  read  your  testimony,  I  am  aware  of  what  I  consider  to  be 
some  serious  flaws  and  the  evidence  presented,  particularly  on 
school  lunches,  and  I  will  elaborate  on  that  at  the  appropriate 
time.1 

In  the  meantime  I  look  forward  to  today's  hearing,  the  material  I 
have  for  the  record  is  here,  and  now  I  would  like  to  go  into  the 
questions  with  the  time  I  have  left. 

In  doing  that,  I  might  say  to  the  Inspector  General's  Office,  that 
I  think  everyone  of  us  share  the  concern  in  this  and  every  other 
program.  All  of  us  are  taxpayers  and,  none  of  us  like  to  see  fraud. 

Does  the  Office  of  Inspector  General  have  a  position  on  restoring 
the  purchase  requirement  of  the  food  stamp  program? 


1  See  p.  360  for  Senator  Leahy's  comments  of  the  GAO  testimony. 
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Mr.  Magee.  Through  a  variety  of  sources.  First  of  all,  the  most 
obvious  source  is  to  engineer  a  large-scale  theft  from  an  issuing 
office  or  from  the  mails,  or  from  air  shipments  or  from  post  offices, 
or  whatever,  in  terms  of  stealing  cartons  that  contain  thousands 
and  thousands  of  food  stamps. 

Typically,  these  are  then  fanned  out  all  over  the  country.  The 
groups  that  deal  in  this  are  sophisticated,  they  know  we  are  in 
existence,  they  know  we  monitor  the  Federal  Reserve  banks,  and  it 
is  not  unusual  to  find  a  suitcase  full  of  food  stamps  transported 
from  say  San  Francisco  to  New  York. 

Hopefully,  they  can  move  these  things  through  the  system  and 
have  them  credited  before  a  special  agent  compares  the  serial 
numbers  and  finds  that  they  are  stolen  stamps,  this  is  what  they 
are  hopeful  of. 

The  second  most  common  way  is  through  the  ATP.  The  ATP, 
unfortunately,  is  the  thing  of  value  and  is  not  always  treated  as  a 
thing  of  value  by  the  State  and  local  offices  that  maintain  stocks. 

They  can  be  counterfeited,  they  can  be  stolen,  they  can  be  ma- 
nipulated by  people  that  work  within  State  and  county  elements, 
and  if  anyone  knows  what  information  is  entered  and  what  kind  of 
typewriter  or  what  kind  of  a  device  is  needed  to  enter  data,  they 
have  a  system  to  either  use  that  ATP  in  hand  delivery,  or  for  that 
matter  generate  a  fictitious  household  into  the  computer  system. 
There  are  other  means  to  generate  a  flow  of  food  stamps  that  can 
then  be  fenced  off  into  the  retail  elements  I  have  mentioned  before. 

There  are  also  problems  with  counterfeiting,  but  I  would  hasten 
to  say,  and  I  feel  confident  in  speaking  for  the  Secret  Service  in 
this  regard,  while  it  is  a  crime,  and  while  it  is  one  that  surfaces 
and  gets  considerable  attention,  it  does  not  seem  to  represent  a 
particularly  substantial  drain  in  terms  of  dollars  in  the  food  stamp 
program. 

The  problem  with  the  counterfeit  in  the  food  stamp  program  is 
that  if  it  slips  through  the  system  and  gets  through  the  Federal 
Reserve  and  is  credited  against  the  Agriculture  account  it  is  almost 
always  destroyed  within  days  and  you  have  no  evidence.  But  the 
principal  source,  in  addition  to  the  two  that  I  mentioned,  that  is 
the  theft  from  the  mails,  the  theft  from  issuing  offices,  the  misuse 
of  ATP's,  it  then  comes  down  to  the  street  criminal. 

Punks  have  long  preyed  on  mailboxes  of  persons  who  they  know 
receive  welfare  checks,  public  assistance  checks,  social  security 
checks,  and  so  forth,  and  in  the  larger  cities  they  do  not  wait  until 
those  things  are  in  the  mailbox,  they  rob  the  mail  carriers,  or  they 
rob  the  storage  box  that  the  mail  carrier  has  his  bag  in. 

They  well  know  the  authorization-to-participate  card  is  another 
item  that  is  delivered  to  a  home  address,  and  so  therefore  we  have 
a  constant  problem  with  small  thieves  who  have  acquired  ATP's, 
either  selling  the  ATP's,  or  misrepresenting  themselves  as  recipi- 
ents, and  presenting  the  ATP's  at  coupon-issuing  offices  with  the 
coupons. 

Once  they  get  the  coupons,  they  have  to  find  some  place  to  fence 
them,  and  the  only  legitimate  way  to  fence  a  food  coupon  is 
through  a  retailer,  or  a  wholesaler,  who  is  accredited  by  the  USDA 
to  accept  and  redeem  food  stamps. 
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The  Chairman.  Many  of  our  correspondents,  and  I  am  speaking 
primarily  of  local  administrators  of  the  program,  have  described 
food  stamps  as  a  second  currency. 

Do  you  agree  with  that? 

Mr.  Magee.  I  certainly  do. 

I  certainly  agree  with  that. 

I  can  tell  you  and  give  you  an  example.  You  can  remember  the 
gasoline  coupon  situations  in  World  War  II.  I  spent  over  20  years 
in  the  Army  in  the  Army's  Criminal  Investigation  Division  in 
overseas  areas,  and  wherever  there  was  a  substitute  for  money, 
that  was  used  for  example  to  pay  the  military  forces,  or  whether 
there  were  ration  coupons  that  limited  the  purchase  of  cigarettes, 
for  example,  almost  inevitably  it  became  a  second  currency  for  all 
practical  purposes. 

The  Chairman.  Let  me  mention  another  scenario  that  had  been 
reported  to  us  by  countless  persons,  as  one  complaint,  or  as  one 
constructive  suggestion,  depending  on  how  you  look  at  it,  and  that 
is  that  less  sophisticated  entrepreneurs  simply  go  around  and  buy 
"extra"  food  stamps  for  50  cents  on  the  dollar,  which  these  entre- 
preneurs turn  around  and  sell  in  quantity  to  grocery  stores  for  75 
or  80  cents  on  the  dollar. 

Is  that  the  way  it  works? 

Mr.  Magee.  I  want  to  first  say  that  I  cannot  even  estimate  the 
percentage  of  recipients  that  engage  in  that  kind  of  layout.  I  can 
tell  you  since  the  inception  of  the  food  stamp  program,  our  first 
experience  with  it,  the  trafficking  or  discounting  of  coupons  for 
cash  has  been  a  common  occurrence,  in  the  sense  that  there  are 
recipients  who  need  or  seek  to  buy  something  that  they  cannot 
legitimately  exchange  food  stamps  for,  and  whether  they  are  dis- 
counting to  one  of  these  persons  that  you  described,  or  whether 
they  are  discounting  to  the  retail  store  operator  in  order  to  encour- 
age the  transactions  of  ineligible  items  really  makes  little  differ- 
ence, but  there  is  no  question  that  has  been  one  of  the  undesirable 
byproducts  of  the  food  stamp  program.  But  I  hasten  to  say  that  I 
have  no  reason  to  believe  that  that  at  all  approaches  the  dollar 
drain  from  the  issuance  of  benefits  beyond  which  a  person  might 
be  entitled,  or  these  other  internal  fraud  areas  that  I  just  de- 
scribed. 

The  Chairman.  Well,  of  course  there  will  be  a  certain  amount  of 
fraud  in  applications  or  misrepresentation,  otherwise  how  do  they 
get  these? 

Mr.  Magee.  Well,  Senator,  it  is  not  so  much  additional.  I  do  not 
think  it  is  extra  stamps.  I  think  you  are  dealing  with  the  circum- 
stances where  the  original  recipient  may  not  be  the  person  who  is 
the  trafficker. 

It  may  be  somebody  in  the  household  who  takes  the  stamps  and 
sells  the  stamps. 

I  do  not  think  we  can  conclude  the  person  who  has  as  a  main 
concern,  the  nutrition  of  the  family  is  necessarily  the  one  who 
engages  in  this  kind  of  traffic,  but  there  are  husbands  who  rob  the 
wife's  purses,  and  there  are  children  who  rob  the  bureau  drawers 
in  all  classes  of  our  society,  and  what  I  want  to  say  there  is  no 
question  there  is  a  discounting  for  cash  of  food  stamps,  but  we  have 
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no  data  that  would  allow  us  to  speculate  on  how  much  of  that 
involves  the  bona  fide  original  recipient. 

The  Chairman.  I  understand  that 

Now,  you  mentioned  the  matching  system  that  a  lot  of  States 
have. 

Is  that  system  in  those  States  sufficiently  sophisticated  to  be 
encouraging  to  you? 

Mr.  Magee.  Senator,  I  am  going  to  ask  Mr.  Peterson  who  has 
had  extensive  experience  in  this  to  give  us  some  information. 

Mr.  Peterson.  Actually,  Senator,  there  are  very  few  States,  in 
fact  to  my  knowledge  no  State  that  routinely  does  that  matching 
exercise. 

We  do  think  it  is  a  very  good  tool  and  one  that  should  receive 
more  attention. 

For  instance,  we  recently  audited  Dade  County,  in  Miami,  where 
we  estimated  a  loss  of  about  $1  million  a  month  in  the  certification 
area.  Most  of  that  we  feel  could  have  been  caught  up  front  had 
they  had  an  adequate  matching  process,  and  because  of  the  large 
dollar  loss,  Miami  has  now  agreed  to  go  to  the  matching,  and  as  of 
October  1981,  will  have  on  line  a  matching  component  that  allows 
them  to  do  the  matching  prior  to  certification. 

We  think  that  is  when  it  should  be  done.  It  should  be  done  up 
front  rather  than  getting  an  auditor  or  someone  coming  in  behind 
and  pointing  out  this  type  of  loss  after  the  fact,  but  it  is  not  a 
widely  used  process. 

The  Chairman.  Why  is  it  not? 

Mr.  Peterson.  Well,  I  think,  Senator,  that  you  have  to  go  out 
and  demonstrate  its  use  before  you  are  going  to  get  people  to  use  it. 

They  are  a  little  afraid  of  the  computer,  I  think,  and  afraid  of 
just  that  exercise. 

The  Chairman.  Dade  County  uses  a  computer  for  everything 
else. 

Mr.  Peterson.  Of  course,  to  do  this  in  a  certification  process, 
however,  they  had  to  have  an  online  capability,  that  is  to  say  they 
had  to  have  the  capability  of  bringing  that  necessary  data  up  while 
the  clerk  was  processing  that  application,  and  they  did  not  have 
that  capability. 

In  fact,  that  capability  does  not  exist  in  most  States  or  in  most 
locations  where  you  are  giving  food  stamps,  so  it  would  require  an 
enhancing  of  the  capability  of  most  States  and  localities  in  order  to 
apply  this  in  the  certification  process. 

We  do  think  it  would  be  cost  effective  if  this  was  done. 

The  Chairman.  Well,  let  me  ask  you,  what  is  the  penalty  for 
grocery  stores  that  participate  in  the  theft? 

Mr.  Magee.  Well,  the  penalty  is  applied  to  everybody.  Title  VII 
of  the  United  States  Code  provides  for  felony  transactions  involving 
$100  or  more  for  sentences  up  to  5  years  or  a  $10,000  fine. 

The  Chairman.  That  is  for  the  courts  to  decide? 

Mr.  Magee.  That  is  for  the  courts  to  decide. 

Now,  I  must  say  the  Justice  Department  and  the  U.S.  attorneys 
have  been  extremely  receptive,  extremely  vigorous  in  prosecuting 
bona  fide  food  stamp  trafficking  criminals. 

We  get  almost  instant  support  and  guidance  from  assistant  U.S. 
attorneys  and  local  prosecuting  attorneys  and  the  reluctance  to 
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prosecute  which  addresses  the  lower  level  individual  recipient  type 
situations  does  not  seem  to  be  the  case  in  those  that  are  really 
regarded  as  criminal  elements. 

The  Chairman.  What  do  you  think  about  reinstituting  the  pur- 
chase requirement? 

Mr.  Magee.  The  purchase  requirement,  when  it  was  changed, 
Senator,  gave  us  considerable  cause  for  apprehension  as  it  did  our 
colleagues  in  the  Postal  Inspection  Service,  who  are  now  almost  as 
involved  with  food  stamp  problems  as  we  are  by  reason  of  the 
problems  with  thefts  from  the  mails  or  with  the  use  of  the  mails  to 
defraud. 

We  anticipated  that  the  trafficking  aspect  would  increase,  be- 
cause when  there  was  a  purchase  requirement,  the  person  who 
illegally  secured  an  ATP  had  to  also  come  up  with  some  money, 
and  at  least  that  money  investment  reduced  the  potential  profit  in 
trafficking  that  ATP  card. 

I  do  not  have  any  hard  data,  but  in  our  discussions  with  other 
investigative  agencies  in  the  States,  and  I  want  to  hasten  to  say 
that  we  have  in  some  States,  Florida  is  represented  here,  and  that 
is  one  of  the  States  I  would  cite  as  an  example,  we  have  an 
excellent  collaborative  relationship,  in  our  contacts  with  the  inves- 
tigative agencies  in  the  States,  and  with  our  colleagues  in  the 
Postal  Inspection  Service,  it  is  our  impression  that  there  has  been 
an  increase  in  the  trafficking  of  the  ATP's  with  the  elimination  of 
the  purchase  requirement. 

I  am  not  sure  that  is  a  direct  answer  to  your  question  about  the 
reinstitution  of  it,  but  our  apprehension  seems  to  have  been  justi- 
fied. 

The  Chairman.  We  may  well  have  an  opportunity  to  vote  on  it. 

Senator  Leahy. 

STATEMENT  OF  HON.  PATRICK  J.  LEAHY,  A  U.S.  SENATOR 
FROM  VERMONT 

Senator  Leahy.  Mr.  Chairman,  I  would  like  to  make  an  opening 
statement  in  lieu  of  devoting  my  time  to  questioning. 

Part  of  this  I  will  put  in  the  record.  I  think  we  are  at  a  time 
when  probably  one  of  the  less  popular  things  is  to  say  you  have 
any  support  for  the  food  stamp  program.  It  is  not  very  popular  to 
say  that  in  Congress,  but  I  would  like  to  say  that  there  are  many, 
many  aspects  of  the  food  stamp  program  that  I  do  support,  but  my 
support  is  not  totally  unqualified,  of  course. 

There  are  some  changes  that  can  and  should  be  made  to  prove 
its  effectiveness  and  its  accountability. 

I  also  look  at  my  own  State  of  Vermont,  a  State  that  is  at  the 
very  bottom  of  the  level  of  per  capita  income.  I  see  an  awful  lot  of 
elderly,  handicapped,  working  poor,  and  others  who  would  not  be 
able  to  make  it  at  all  if  it  were  not  for  the  food  stamps  that  they 
received,  so  I  support  the  program,  because  it  does  have  worth- 
while features,  and  it  does  try  to  at  least  ameliorate  the  shame  of 
the  wealthiest  and  most  powerful  nation  on  Earth,  of  having 
people  who  are  malnourished  and  hungry. 

Now,  I  am  simply  not  talking  about  the  fact  that  it  is  the  last 
line  of  defense  for  many  Americans  against  hunger  and  malnutri- 
tion, nor  am  I  just  referring  to  the  fact  that  doctors  have  found  it 
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made  a  remarkable  difference  in  the  health  and  well-being  of  many 
needy  households. 

You  have  heard  all  of  that  many  times  before.  I  am  referring 
also  to  the  fact  that  this  program  is  now  structured  in  a  way  that 
it  should  have  public  support  and  confidence. 

No  doubt  we  can  improve  it  some.  Any  program  of  its  size  and 
complexity  requires  regular  review  and  modification. 

Last  year  alone  we  did  that.  This  committee  took  action  and 
tightened  the  program  up  by  some  $500  million. 

We  have  done  an  awful  lot  in  the  last  2  years  to  target  this 
program  to  the  neediest  and  to  strengthen  its  administration,  and 
this  year  will  be  the  fourth  year  in  the  last  5  that  we  have  written 
major  food  stamp  legislation. 

Now  if  this  program  has  not  been  modified  enough  to  make  it 
accountable  to  the  public,  we  have  ourselves  to  blame. 

We  had  the  chances.  Yesterday,  the  Secretary  of  Agriculture 
testified  he  would  not  resist,  at  all,  efforts  to  make  substantially 
more  cuts  than  President  Reagan  himself  has  recommended. 

In  other  words,  he  said  he  would  not  support  the  President's 
target  on  spending  in  the  food  stamp  program,  while  I  find  this  an 
amazing  statement,  I  would  also  point  out  that  we  are  at  a  level, 
we  either  make  the  program  work  or  get  rid  of  the  program. 

Don't  kill  it  by  so  many  restrictions  and  so  many  changes,  on  the 
way,  that  it  does  not  work  at  all. 

What  we  should  do  is  look  at  what  we  have,  because  we  have  a 
program  that  can  and  should  work,  and  the  fact  we  have  hungry 
people  in  this  country  is  one  reason  why  we  should  be  looking  at 
our  nutrition  and  feeding  programs. 

Can  any  American  hold  their  head  up  abroad  when  other  coun- 
tries far  less  sophisticated  than  ours  point  to  us  as  having  people 
who  are  not  as  well  nourished  as  the  countries  we  may  be  visiting? 

In  cooperation  with  the  Department  Inspector  General  we  have 
enacted  dozens  of  changes  in  the  past  few  years  which  were  de- 
signed to  combat  fraud  and  abuse,  tighten  eligibility  and  ease 
administrative  burdens,  and  I  ask  unanimous  consent  the  summary 
of  these  changes,  which  I  have,  be  included  in  the  record  at  this 
point. 

Senator  Hayakawa.  So  ordered. 

[The  summary  referred  to  by  Senator  Leahy  follows:] 

Congressional  Actions  That  Have  Effectively  Tightened  the  Food  Stamp 
Program— 1977-1979-1980 

1977  The  Food  Stamp  Act  of  1977  (Public  Law  95-113)  reduced  the  number  of 
eligible  persons  in  the  U.S.  population  by  3.5  million. 
The  1977  Act  initiated  the  following  actions: 

Reduction  of  net  income  limits  to  the  poverty  level  for  determination  of  who 
is  eligible.  About  700,000  persons  who  had  been  participating  in  the  program 
were  eliminated  from  the  program  upon  implementation  of  these  new  eligibility 
requirements. 

Persons  found  to  have  committed  fraud  are  to  be  terminated  from  the  pro- 
gram for  a  period  of  up  to  27  months. 

Elimination  of  households  from  the  program  for  two  months  if  the  household 
head  voluntarily  quits  a  job. 
Elimination  of  households  with  luxury  cars. 

Requirement  that  eligible  students  must  register  for  work  half-time  as  a 
condition  for  receiving  stamps. 
The  1977  Act  also  made  major  strides  in  improving  program  management  in 
order  to  cut  down  on  incidences  of  fraud  and  abuse.  These  included: 
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Substantial  increase  in  federal  funding  for  the  investigation  and  prosecution 
of  fraud. 

Replacement  of  most  itemized  deductions  in  the  program  with  standard  de- 
ductions thereby  eliminating  some  errors  and  preventing  less  needy  families 
who  previously  had  many  deductions  from  qualifying  for  the  program. 

Elimination  of  vendor  fraud  and  handling  of  cash  through  elimination  of  the 
food  stamp  purchase  requirement. 

1979  In  1979,  Congress  passed  Public  Law  96-58  which  amended  the  Food  Stamp 
Act  of  1977  to  further  tighten  the  management  of  the  program.  These  provisions 
included  the  following: 

The  Secretary  of  Agriculture  or  States  are  authorized  to  require  social  secu- 
rity numbers  and  access  is  provided  to  certain  HEW  data  relevant  to  determin- 
ing eligibility. 

Individuals  disqualified  for  fraud  and  wishing  to  reenter  the  program  are 
required  to  repay  the  fraudulent  amount  either  in  cash  or  through  reduction  in 
their  coupon  allotment. 

States  will  be  allowed  to  keep  50  percent  of  the  money  they  recover  or  collect 
in  the  pursuit  of  fraud. 

Any  striker  who  does  not  meet  the  eligibility  requirements  of  the  program 
including  those  for  income,  assets,  and  work  registration— will  Not  be  allowed 
to  participate  and  receive  any  benefits. 

1980  Congress'  most  recent  amendments  to  the  1977  Food  Stamp  Act  were  signed 
into  law  this  past  May  as  part  of  P.L.  96-249.  With  the  passage  of  this  third  major 
piece  of  food  stamp  legislation  within  the  past  4  years,  a  total  of  6.0  million  people 
are  now  no  longer  eligible  for  food  stamps. 

Enactment  of  these  1980  Food  Stamp  Act  Amendments  will  allow  for  the  achieve- 
ment of  the  following  savings  which  will  add  up  to  over  $520  million  in  fiscal  year 
1981: 

Annual  rather  than  semi-annual  adjustment  of  food  stamp  allotment  and  stand- 
ard deduction.  Also,  the  next  adjustment  of  the  shelter  deduction  will  be  deferred 
until  January  1,  1981. 

Combined  savings — $375  million  in  fiscal  year  1981. 

Impact — Average  reduction  of  $2.75  per  person  per  month  in  all  participants' 

benefits  for  six  months  of  every  year. 

Lowering  the  fiscal  year  1981  poverty  line  net  income  limit  for  food  stamps  in 

fiscal  year  1981  from  approximately  $8200  to  $7450  for  a  4-person  household.  This 

would  eliminate  the  practice  of  updating  the  poverty  line  by  more  current  CPI  data. 

Savings — $65  million  in  fiscal  year  1981. 

Impact — 650,000  of  presently  participating  persons  with  the  highest  net  in- 
comes made  ineligible. 
Eliminate  all  students,  except  those  under  18  or  over  60,  disabled,  with  depend- 
ents, working  20  hours  a  week,  in  a  work  study  program,  or  going  to  school  as  part 
of  the  Work  Incentive  Program  (WIN). 

Savings — $60  million  in  fiscal  year  1981. 

Impact — 150,000  students— 75  percent — who  currently  participate  in  the  pro- 
gram eliminated. 
Reduction  of  limit  on  assets  from  $1,750  to  $1,500  for  all  households  except  those 
of  two  or  more  containing  an  elderly  person. 
Savings — $20  million  in  fiscal  year  1981. 

Impact — Persons  with   liquid  assets  over  $1,500  made  ineligible  for  food 
stamps. 
In  addition  to  the  provisions  listed  above  which  sharply  narrow  the  eligibility  of 
participants,  the  1980  Food  Stamp  Act  contains  far  reaching  management  improve- 
ment provisions  which  must  be  given  an  opportunity  to  become  effective.  Among 
these  provisions  are  the  following: 

Incentives  for  States  to  reduce  error  by  offering  increases  in  Federal  administra- 
tive cost-sharing  to  be  provided  from  one  of  three  bonus  plans;  effective  October  1, 
1980. 

Institution  of  an  error  rate  sanction  system  which  will  penalize  States  which  fail 
to  make  significant  progress  in  reducing  high  error  rates.  The  USDA  Inspector 
General  has  recommended  this  concept  as  "the  most  effective  device  we  know  of  to 
make  those  States  and  projects  with  poorly  managed  operations  take  an  aggressive 
interest  in  improving  the  program."  Estimated  savings — $90  million  in  fiscal  year 
1981. 

For  purposes  of  verification  of  information  on  a  household's  income,  or  to  deter- 
mine a  household's  eligibility  to  receive  food  stamps,  including  the  specific  allot- 
ment, information  could  be  obtained  from  the  Social  Security  Administration.  This 
would  enable  the  States  to  catch  incorrect  reporting  or  underreporting  of  income. 
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75  percent  Federal  funding  for  computerization  costs  incurred  by  State  agencies 
to  improve  Food  Stamp  Program  operations  and  lower  error  rates. 

State  option  of  retrospective  accounting  and  monthly  reporting  of  income  by 
households. 

Income  and  resources  of  ineligible  individuals  in  a  household  must  be  considered 
in  determining  the  household's  eligibility  and  allotment. 

Requirement  that  all  certified  eligible  households  (other  than  those  certified  at 
home  or  by  mail)  have  photo  ID's  in  project  areas  in  which  the  Secretary,  after 
consultation  with  the  Inspector  General,  finds  that  mandating  such  a  procedure  in 
the  project  area  would  help  protect  the  program's  integrity. 

Any  information  obtained  in  determining  a  person  ineligible  because  of  their 
status  as  an  illegal  alien  must  be  reported  to  the  Immigration  and  Naturalization 
Service. 

States  would  be  permitted  to  expand  their  use  of  third-party  information  or 
documentation  to  establish  the  accuracy  of  statements  of  food  stamp  applications  by 
inquiring  into  household  size  and  any  other  factor  shown  to  be  subject  to  substantial 
error  in  connection  with  error-prone  household  profiles  developed  from  quality 
control  statistics. 

Senator  Leahy.  We  have  taken  of  the  very  best  ideas  that  the 
experts  have  had  to  offer,  and  we  have  added  a  few  of  our  own,  and 
I  think  this  is  a  story  that  you  and  I  should  be  taking  to  the 
American  public. 

In  the  past  few  years  we  have  increased  the  financial  incentives 
to  the  States  to  pursue  fraud  and  abuse.  We  have  established  an 
error-rate  sanction  system  and  penalized  States  for  higher  error 
rates. 

We  have  eliminated  nearly  all  college  students  from  the  pro- 
gram. You  would  not  know  that  to  hear  some  of  the  rhetoric,  and 
we  have  seen  to  it  that  the  Department  tightened  verification,  and 
we  have  mandated  a  variety  of  other  important  reforms. 

It  is  about  time  we  get  some  credit  for  the  good  work  we  have 
already  accomplished. 

In  my  own  State,  when  people  come  to  me  and  tell  me  of  the 
welfare  fraud,  and  I  commented  in  a  hearing  here  the  other  day, 
that  we  had  more  people  drive  up  in  Cadillacs,  apparently  accord- 
ing to  the  reports  that  I  have  received,  with  their  food  stamps  than 
the  number  of  Cadillacs  that  have  been  sold  in  the  State  of  Ver- 
mont in  the  last  10  or  20  years. 

If  they  have  eyewitness  account  of  fraud,  I  just  tell  people  to 
report  it  to  the  U.S.  attorney.  I  must  admit  that  many  times  when 
I  hear:  "Well,  I  did  not  see  it,  but  Joe  who  works  near  me  at  the 
factory,  his  cousin  was  talking  at  a  family  reunion,  and  his  brother 
sure  saw  it." 

That  does  not  mean  there  is  no  fraud  at  all.  I  was  a  prosecutor 
for  9  years.  I  know  when  there  is  fraud,  one  of  the  best  ways  to 
stop  it  is  to  prosecute  it. 

People  abusing  this  program — prosecute  them,  throw  them  in 
jail,  but  do  not  penalize  the  handicapped,  the  elderly  working  poor, 
and  those  who  are  trying  to  follow  it  honestly,  and  properly. 

When  we  talk  about  the  purchase  stamp  requirement,  let  us  not 
lose  sight  of  the  fact  that  if  we  go  to  that,  there  will  be  far  more 
stamps  available.  There  will  be  far  more  stamps  under  purchase 
requirement,  because  of  the  way  the  system  works.  In  the  testimo- 
ny that  we  have  received  in  this  committee,  it  is  clear  that  one  of 
the  biggest  areas  of  concern  is  in  large  city  banks  holding  the 
money  without  paying  any  interest  to  the  U.S.  Government  by 
holding  it  longer  than  the  regulations  require,  and  it  was  I  think 
an  eye  opener  to  this  committee,  Mr.  Chairman. 
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Now,  it  will  take  time  for  many  of  our  recent  actions  to  take 
effect.  You  and  I  and  the  American  public  are  patiently  waiting  to 
see  the  results  of  our  latest  work,  but  I  submit  much  of  the  spade 
work  on  this  program  has  been  done  already,  and  we  should  con- 
centrate more  on  fine  tuning  our  efforts. 

In  that  regard  I  should  express  our  concern  about  our  upcoming 
discussion  of  food  stamps. 

It  would  appear  that  several  of  the  administration's  proposals 
would  hurt  some  very  deserving  people. 

The  administration's  program  would  mainly  penalize  people  who 
work  full  time  already,  can  hardly  meet  expenses,  in  other  words, 
the  working  poor,  people  who  are  encouraged  to  get  back  to  work 
and  off  welfare. 

Another  group  of  persons  likely  to  be  affected  by  this  proposal  is 
military  personnel.  That  is  one  of  the  things  that  nobody  wants  to 
talk  about.  We  want  to  pretend  that  this  does  not  happen,  but  it  is 
estimated  that  20,000  or  more  members  of  the  Armed  Forces  and 
their  families  get  food  stamps. 

You  want  to  talk  about  need  in  our  society,  just  take  a  look  at 
the  military.  Not  one  of  us  would  describe  these  persons  as  those 
who  shirk  work,  or  would  apply  for  help  unless  they  are  truly 
needy.  These  are  among  the  most  patriotic  poople  in  this  country. 

Mr.  Chairman,  the  military  personnel  most  likely  to  participate 
in  the  food  stamp  program  have  annual  incomes  just  above  the  130 
percent  poverty  level  cutoff  line  that  is  being  proposed,  so  a  signifi- 
cant number  of  military  people  could  thus  be  affected  by  the  pro- 
posal. 

These  are  the  persons  we  would  throw  off  the  program,  and 
these  persons  at  this  income  level  who  finally  do  need  assistance, 
all  they  need  is  a  little  help.  Another  of  the  President's  proposals 
that  concerns  me  would  reduce  the  food  stamp  level  due  to  school 
lunch  participation  by  children.  It  is  something  that  will  cost  more 
to  administer  and  ignores  the  reality  that  children  in  this  country 
have  special  needs.  For  these  children  about  the  only  decent  meal 
they  get  all  day  is  through  the  school  lunch  program.  Those  of  us 
who  have  children,  and  many  of  us  have,  know  what  it  costs  to 
feed  a  hungry  child,  we  know  what  it  is  like,  and  we  live  at  the 
more  affluent  end  of  society. 

At  this  point  I  would  like  to  raise  a  concern  I  have  about  the 
testimony  of  the  General  Accounting  Office  in  this  matter. 

I  have  read  your  testimony,  I  am  aware  of  what  I  consider  to  be 
some  serious  flaws  and  the  evidence  presented,  particularly  on 
school  lunches,  and  I  will  elaborate  on  that  at  the  appropriate 
time.1 

In  the  meantime  I  look  forward  to  today's  hearing,  the  material  I 
have  for  the  record  is  here,  and  now  I  would  like  to  go  into  the 
questions  with  the  time  I  have  left. 

In  doing  that,  I  might  say  to  the  Inspector  General's  Office,  that 
I  think  everyone  of  us  share  the  concern  in  this  and  every  other 
program.  All  of  us  are  taxpayers  and,  none  of  us  like  to  see  fraud. 

Does  the  Office  of  Inspector  General  have  a  position  on  restoring 
the  purchase  requirement  of  the  food  stamp  program? 


1  See  p.  360  for  Senator  Leahy's  comments  of  the  GAO  testimony. 
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You  went  into  that  just  a  little  bit  with  Senator  Helms,  and  the 
reason  I  ask  this,  because  of  the  handling  of  millions  of  dollars  of 
cash  by  thousands  of  food  stamp  vendors  across  the  country,  and 
the  increased  number  of  stamps  in  circulation,  do  these  create 
problems  with  your  Department? 

Mr.  Magee.  First  of  all,  Senator,  you  are  quite  correct,  the 
problem  of  issuing  facilities  such  as  vendors  such  as  you  referred 
to,  resulted  in  a  substantial  number  of  prosecutions  in  1976  and 
1977. 

There  is  no  question  that  there  was  a  tremendous  experiment 
with  the  "float'  that  benefited  no  one  other  than  the  person  hold- 
ing the  cash. 

In  response  to  your  question  as  to  our  position,  I  think  I  need  not 
tell  you,  Senator,  that  the  Office  of  Inspector  General  clearly  does 
not  have  a  policy  role. 

We  were  created  to  provide  the  Department  and  the  Congress  an 
independent  audit  and  investigative  service,  and  in  my  response  to 
Senator  Helms'  questions  concerning  the  potential  for  fraud  with 
the  elimination  of  the  purchase  requirement,  it  was  simply  a  state- 
ment of  what  we  had  observed.  But  in  terms  of  a  position  as  to 
whether  the  Department  should  or  should  not  reinstate  a  purchase 
requirement,  that  would  be  for  the  policy  officials  of  the  Depart- 
ment, and  it  would  be  improper  for  me  to  take  position  on  one  side 
or  the  other. 

Senator  Leahy.  I  have  no  problems  with  that  answer. 

I  would  note  that  you  did  find  however  that  with  the  vendors, 
that  is  where  a  number  of  your  problems  were? 

Mr.  Magee.  That  is  correct. 

Senator  Leahy.  And  this  could  bring  about  an  increased  number 
of  stamps  in  circulation? 

Mr.  Magee.  I  am  not  sure,  I  think  you  are  right,  there  would  be 
an  increase. 

Senator  Leahy.  In  the  past  2  years  the  Office  of  Inspector  Gener- 
al really  has  had  great  success,  and  I  compliment  you.  There  have 
been  several  dozen  specific  actions  taken,  many  initiated  by  OIG  in 
cooperation  with  FNS.  Among  the  more  important  initiatives  were 
the  greater  financial  incentives  for  States  to  investigate  and  pros- 
ecute fraud,  certainly  something  we  really  needed  to  do,  the  re- 
quirement that  all  food  stamp  participants  provide  a  valid  social 
security  number  to  facilitate  verification  of  identity,  requirement 
that  all  disqualified  for  fraud  could  not  reenter  the  program  until 
they  arranged  to  repay  the  amount  fraudulently  obtained,  the 
elimination  of  nearly  all  college  students  from  the  program,  the 
establishment  of  a  system  of  financial  reward  to  States  for  lower 
rates,  and  at  the  same  time  sanction  States  for  higher  error  rates, 
tighter  verification  rules  and  a  requirement  that  households  in 
certain  areas  present  full  identification  to  obtain  food  stamps. 

I  think  all  of  these  have  served  very,  very  well,  and  correct  me  if 
I  am  wrong,  to  tighten  areas  of  fraud  and  abuse. 

Mr.  Magee.  Senator,  we  would  have  to  applaud  the  Congress. 
They  have  been  responsive  in  our  judgment  to  all  of  our  concerns 
and  our  recommendations  in  this  area. 

All  of  these  amendments  that  you  referred  to  would  strengthen 
the  food  stamp  program,  if  they  were  fully  implemented. 
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Senator  Leahy.  Do  you  expect  them  to  be  fully  implemented  in 
the  coming  months? 

I  know  it  does  take  some  time  to  fully  implement  them,  but  they 
are  on  the  books,  and  do  you  agree  that  they  are  all  good  proce- 
dures, do  you  see  any  reason  why  they  would  not,  if  the  food  stamp 
program  continues  the  way  it  is,  do  you  see  any  reason  why  they 
would  not  be  implemented? 

Mr.  Magee.  There  are  some  problems.  We  have  made  it  our 
business  to  survey  States  to  find  out  the  degree  of  acceptance  and 
implementation  of  such  things  as  the  administrative  fraud  hearing 
provision,  and  the  75-percent  funding  of  investigative  and  prosecu- 
torial activities. 

There  seems  to  be,  there  seems  to  be  at  least  in  some  States,  an 
attitude,  Senator,  and  I  do  have  to  condemn  it  as  an  unjustified 
attitude,  that  food  stamp  losses,  because  they  are  essentially  Feder- 
al losses,  should  not  receive  the  same  priority,  as  for  example  the 
investigative  and  prosecution  activity  in  those  programs  in  which 
there  is  some  State  involvement  or  contribution. 

There  are  some  States,  one  of  which  is  represented  here  today, 
which  has  been  very  aggressive  and  has  mounted  considerable 
effort,  but  for  every  State  like  that  State,  there  are  several  other 
States  in  which  that  reaction  is  very  low. 

You  can  say  the  same  thing  in  regard  to  the  administrative 
fraud  hearings.  There  is  a  feeling  expressed  among  the  authorities 
of  some  States  that  the  costs  of  mounting  such  an  administrative 
fraud  hearing  operation  is  not  cost  beneficial  because  of  the  dollars 
involved  in  the  particular  case.  So  in  answer  to  your  question,  I 
would  say  that  we  in  OIG  are  endorsing  and  pushing  and  attempt- 
ing to  do  what  we  can  within  our  limited  resources,  including 
offering  training  assistance  to  the  investigative  elements  of  some 
States,  but  I  would  have  to  tell  you  as  of  this  date  we  have  not 
perceived  any  groundswell  that  would  indicate  that  there  is  going 
to  be  an  overwhelming  acceptance  of  these  Federal  funding  provi- 
sions that  were  passed  by  the  Congress. 

I  hope  that  I  am  proved  wrong,  but  at  this  point  my  judgment  is 
that  it  is  going  to  be  a  hard  sell  problem. 

Senator  Leahy.  I  have  heard  two  different  things  from  some 
State  administrators  I  have  talked  to. 

One  of  their  concerns  is  that  every  year  we  set  about  rewriting 
the  food  stamp  program  and  change  the  rules. 

The  other  thing  that  I  have  heard,  and  this  is  not  a  scientific 
survey  by  any  means,  is  that  they  want  some  understanding  that 
the  rules  and  regulations  are  going  to  stay,  that  the  rules  of  the 
game  are  going  to  stay  constant  at  least  long  enough  for  everybody 
to  learn  to  start  utilizing  them.  This  would  focus  their  attention  a 
heck  of  a  lot  more,  and  we  would  get  a  lot  more  cooperation. 

Do  you  sense  that? 

Mr.  Magee.  We  have  heard  the  same  complaints  with  regard  to 
the  changing  of  Government  regulations,  which  I  hasten  to  say  is 
apparently  not  confined  to  the  Department  of  Agriculture. 

Senator  Leahy.  No,  that  is  apparently  so. 

Mr.  Magee.  But  I  am  sure  that  there  is  that  attitude;  however,  I 
think  the  real  problem  in  this  area  has  to  do  with  the  problems  the 
States  confront  in  terms  of  their  own  budgets,  their  own  staff 
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capacity,  and  the  other  impantioog  on  tfaem  to  do  things  that  are 
closer  to  the  concerns  erf  their  citizens,  and  I  think  essentially  die 
single  biggest  impediment  is  the  fact  that  the  food  stamp  loss  is  a 
Federal  loss;  it  is  abstract,  it  is  out  there,  even  though  of  coarse  it 
is  oar  money. 

Senator  Leahy.  I  think  you  are  right.  I  think  you  are  right  on 
that. 

Thank  you,  Mr.  Chairman. 

The  Chaiemaw,  Senator  Dole. 

Senator  Dole.  I  have  no  questions.  In  just  listening,  we  find  die 
same  in  the  Finance  Committee  with  reference  to  medicaid. 

It  is  Federal  money,  who  cares  whether  there  is  any  fraud  and 
abuse,  and  that  has  been  unfortunately  the  trend  in  all  of  these 
Federal  programs  the  last  20  years. 

The  Chairman.  Senator  Pryor? 

Senator  Pryob.  I  have  nothing  at  this  time. 

Senator  Dots.  I  do  have  a  statement  that  I  would  like  to  make  a 
part  of  the  record.1 

The  Chairman.  Without  objection,  I  will  insert  in  the  record 
before  the  statement  by  Governor  Hammond  of  Alaska. 

Senator  Hayakawa? 

Senator  Hayakawa.  I  have  no  questions.  I  missed  yesterday's 
hearing,  therefore  I  have  to  catch  up  on  my  reading. 

The  Chairman.  Let  me  ask  you  one  final  question. 

Did  I  understand  you  to  say,  or  is  the  information  I  received 
elsewhere  that  at  least  half  of  the  States  have  no  prosecution  of 
the  food  stamp  program? 

Mr.  Magee.  No,  Senator,  the  problem  has  to  do  with  first  of  all 
identifying  those  States  that  have  specific  State  laws  that  prohibit 
trafficking  in  food  stamps. 

Other  States  have  to  proceed  under  general  fraud  statutes,  and 
there  has  been  considerable  difficulty  in  proceeding  in  that  fashion. 

But  aside  from  the  number  of  States  which  have  passed  specific 
legislation,  and  it  is  my  impression  that  is  somewhere  in  the  area 
of  21  or  22  States,  legislation  that  is  either  similar  to  the  Federal 
legislation  in  terms  of  penalties,  or  in  the  case  of  some  States,  more 
severe,  the  real  problem  in  the  area  of  State  prosecution,  is  that 
there  appears  to  be  only  a  limited  number  of  States,  less  than  a 
dozen,  that  have  an  ongoing  practice  of  utilizing  their  public  assist- 
ance investigator  or  State  welfare  investigators,  or  State  investiga- 
tion division  people  to  target  in  on  and  take  out  large  numbers  of 
food  stamp  violators. 

That  is  not  to  say  there  are  not  incidental  prosecutions  of  people 
in  some  other  States  that  happen  to  be  caught  up  in  some  other 
investigatory  process. 

The  Chairman.  It  is  more  like  what  Senator  Dole  said,  it  is 
Federal  money,  who  cares. 

Mr.  Magee.  That,  unhappily,  is  our  impression,  yes. 

Senator  Dole.  Could  I  just  ask  about  Puerto  Rico.  Have  you 
taken  a  look  at  Puerto  Rico? 

Mr.  Magee.  Yes,  Senator. 

Senator  Dole.  Maybe  you  have  already  been  over  there.  They 
have  a  food  stamp  economy  there. 


1  See  p.  860  for  the  prepared  statement  of  Senator  Dole. 
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Mr.  Magee.  I  think  Mr.  Petersen,  who  is  head  of  our  Audit 
Division,  can  be  more  responsive  than  I,  because  there  has  been 
some  specific  targeted  audit  efforts  in  Puerto  Rico  that  give  some 
specific  figures. 

Senator  Dole.  We  have  been  told  you  can  buy  anything  with  food 
stamps  in  Puerto  Rico,  televisions,  fishing  tackle,  whatever? 

Mr.  Magee.  Well,  Senator,  before  he  answers,  I  would  say  that 
that  is  true,  but  I  could  name  you  20  other  large  cities  in  the 
United  States  that  you  can  buy  anything  with  food  stamps. 

Senator  Leahy.  Could  I  just  follow  up  on  that? 

The  Chairman.  Sure. 

Senator  Leahy.  With  the  percentage  of  money  going  into  Puerto 
Rico,  is  it  not  fair  to  say  maybe  that  is  an  area  that  this  committee 
ought  to  look  at  all  by  itself  very  specifically,  and  see  if  the  way  it 
is  being  done  has  to  be  totally  revamped  in  that  one  place. 

I  realize,  if  it  was  done  overnight,  it  would  cause  all  kinds  of 
problems,  but  might  not  the  Congress  look  at  that  specifically? 

Obviously  you  have  to  work  with  the  Commonwealth  itself,  but 
to  make  some  drastic  radical  changes,  could  we  really  stand  that 
kind  of  a  drain  on  the  overall  program? 

Mr.  Magee.  Senator,  it  is  my  understanding  that  the  Depart- 
ment is  considering  a  block  grant  approach  to  the  Puerto  Rican 
situation  that  would  simplify  the  approach  to  the  problem. 

Senator  Leahy.  It  is  clear  that  we  need  to  work  with  the  govern- 
ment there,  the  Commonwealth  government,  to  change  the  way 
that  program  is  handled,  because  I  see  no  way  that  with  the 
demands  on  money  in  the  Federal  Government,  the  demands  on 
this  program,  that  this  program  can  continue  as  is.  Puerto  Rico  has 
got  to  be  looked  at,  and  there  have  got  to  be  changes  made  there. 
The  program  just  cannot  carry  what  is  becoming  potentially  a  huge 
anchor  to  the  whole  program. 

Senator  Dole.  I  think  he  may  have  a  good  example. 

Mr.  Peterson.  Senator,  the  last  audit  that  was  done  in  Puerto 
Rico  was  for  the  month  of  July  1979. 

At  that  point  in  time  over  460,000  households  participated  in  the 
food  stamp  program,  and  during  that  month  they  received  about 
$62  million  in  food  stamp  benefits,  and  that  was  about  10  percent 
of  the  stamps  issued  that  month  for  the  entire  country. 

This  is  all  of  Puerto  Rico. 

Senator  Dole.  About  63  percent  are  eligible  there. 

Mr.  Peterson.  To  get  back  down  to  the  eligible  line,  we  found 
that  about  30  percent  of  the  cases  we  reviewed  contained  errors, 
and  we  projected  that  with  a  95-percent  confidence  level,  and  the 
coupons  there  ranging  in  value  from  $21.1  to  $30.7  million  were 
issued  to  clients  whose  case  files  contained  certification  errors. 

About  half  of  those  certification  errors  were  in  the  work  registra- 
tion area,  and  that  is  typically  an  error  caused  by  the  reviewer,  so 
that — and  typically  that  is  not  then  reduced  by  the  benefit,  but  in 
addition,  an  additional  40  percent  of  the  cases  were  in  the  under- 
statement of  the  income,  and  in  the  understatement  of  income 
area,  we  projected  that  amounted  to  about  $15.3  million  a  month, 
and  that  was  for  the  month  of  July  1979. 

The  Chairman.  What  is  that  percentagewise? 

Mr.  Peterson.  Well,  it  is  about  20  percent.  It  is  about  20  percent. 
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Senator  Dole.  I  think  I  just  read  George  Gilder,  he  talks  about 
how  the  Roth-Kemp  approach  helped  their  economy  in  Puerto  Rico 
for  Operation  Bootstrap. 

I  think  it  is  really  the  food  stamp  program. 

The  Chairman.  We  thank  you  very  much,  gentlemen. 

Senator  Dole.  Will  that  be  made  a  part  of  the  record,  the  Puerto 
Rican  study? 

Mr.  Peterson.  We  will  make  it  a  part  of  the  record. 

[The  following  information  was  subsequently  received  by  the 
committee:] 

April  10,  1981. 
Hon.  Jesse  Helms, 

Chairman,  Committee  on  Agriculture,  Nutrition  and  Forestry, 
U.S.  Senate,  Washington,  D.C 

Dear  Mr.  Chairman:  Here  is  the  information  on  the  Puerto  Rico  Food  Stamp 
Program  that  you  requested  at  the  April  2,  1981,  hearing.  While  our  audits  in 
Puerto  Rico  have  identified  serious  problems  and  slow  corrective  action,  Common- 
wealth officials  have  developed  a  comprehensive  corrective  action  plan  and  are 
optimistic  that  program  administration  will  improve.  We  will  continue  to  monitor 
the  Puerto  Rico  program. 

Although  you  did  not  specifically  request  it,  I  am  also  including  brief  summaries 
of  our  computer  matching  work  in  Memphis  and  Nashville,  Tennessee,  and  Miami, 
Florida.  During  my  testimony,  I  briefly  addressed  computer  matching  as  a  means  to 
prevent  and  deter  fraud.  I  feel  very  strongly  that  computer  matching,  particularly 
at  the  time  of  the  initial  certification,  offers  the  best  possibility  of  detecting  fraud 
and  thereby  preventing  overissuances. 

The  1977  Food  Stamp  Act,  as  amended,  allows  the  Secretary  of  Agriculture  to 
require  food  stamp  applicants  to  provide  social  security  numbers  as  a  condition  for 
program  eligibility  and  allows  States  to  make  certain  computer  matches  using  the 
social  security  numbers.  Few  States  are  actually  utilizing  computer  matching  tech- 
niques in  Food  Stamp  Program  administration,  although  they  do  utilize  such  tech- 
niques in  other  programs  such  as  the  Aid  to  Families  with  Dependent  Children 
(AFDC).  I  believe  that  these  techniques  are  not  more  commonly  used  in  the  Food 
Stamp  Program  because  the  food  stamp  benefits  are  100  percent  Federal  dollars, 
while  States  share  in  the  AFDC  benefit  payments.  We  are  convinced  that  matching 
offers  the  most  effective  control  over  certification  error  and  overissuance,  as  our 
testimony  before  your  Committee  indicated.  Our  forthcoming  Semiannual  Report 
will  address  the  matter  in  more  detail. 

I  very  much  appreciated  the  opportunity  to  appear  before  your  Committee;  and  if 
I  can  be  of  further  assistance,  please  let  me  know. 
Sincerely, 

Robert  E.  Magee, 
Acting  Inspector  General 

Three  enclosures. 

Puerto  Rico  Food  Stamp  Program 

In  July  1979,  over  460,000  households  participated  in  the  Food  Stamp  Program  in 
the  Commonwealth  of  Puerto  Rico.  During  that  month  they  received  about  $62 
million  in  food  stamps,  about  10  percent  of  the  stamps  issued  that  month  in  the 
entire  country.  Because  of  the  size  and  the  history  of  problems  in  the  administra- 
tion of  the  program  in  Puerto  Rico,  we  have  monitored  the  program  almost  contin- 
ually since  July  1974,  when  the  Commonwealth  began  food  stamp  operations. 
During  the  past  year,  we  completed  another  major  review.  While  there  is  improve- 
ment to  report,  a  number  of  serious  problems  remain. 

Certification 

In  this  as  in  similar  audits  of  major  food  stamp  projects,  we  used  scientific 
statistical  sampling  to  determine  the  dollar  impact  of  certification  errors.  We  re- 
viewed 494  randomly  selected  case  files  for  the  month  of  July  1979  and  made  home 
visits  to  a  subsample  of  195  households. 

We  found  that  almost  30  percent  of  the  cases  we  reviewed  contained  errors. 
Projected  to  the  universe  of  participating  households,  we  estimated  with  95  percent 
confidence  that  coupons  ranging  in  value  from  $21.1  million  to  $30.7  million  were 
issued  to  clients  whose  case  files  contained  certification  errors.  There  were  two 
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frequent  sources  of  error— work  registration  and  determination  of  income.  Each 
accounted  for  about  40  percent  of  the  cases  in  which  errors  were  noted.  Since  OIG 
and  GAO  have  noted  errors  in  compliance  with  work  registration  requirements  in 
many  States,  some  explanation  is  in  order.  Failure  of  nonexempt  recipients  to 
register  for  work  is  normally  a  caseworker  problem  rather  than  a  matter  of  recipi- 
ent abuse.  The  problem  usually  stems  from  the  caseworker  failing  to  require  an 
applicant  to  complete  a  work  registration  form. 

Two  offices  we  visited  in  Puerto  Rico  did  not  require  members  of  households  to 
register  for  work  because  the  offices  did  not  have  the  required  forms.  Noncompli- 
ance can  also  result  from  an  incorrect  determination  that  a  household  is  exempt 
from  the  work  registration  requirement,  and  we  found  some  instances  of  this  as 
well.  These  errors  in  work  registration  do  not  generally  result  in  overissued  bene- 
fits, because  compliance  with  the  work  registration  requirement  does  not  produce 
savings  unless  the  household  member  actually  finds  employment.  Given  the  high 
unemployment  rate  in  Puerto  Rico,  actual  savings  would  probably  not  be  large. 
However,  work  registration  is  a  legal  requirement  and  there  is  no  excuse  for  not 
imposing  it. 

We  also  found  problems  in  the  treatment  of  income  in  40  percent  of  the  cases  in 
which  errors  were  noted.  These  included  computation  of  errors,  differences  in  the 
income  reported  to  the  caseworker  compared  with  earnings  disclosed  during  our 
home  visits,  and  acceptance  of  recipients'  statements  about  self-employment  without 
documentation.  If  work  registration  errors  are  excluded  but  other  errors  in  certifica- 
tion are  included  for  those  with  work  registration  omitted,  total  coupons  issued  to 
improperly  certified  households  amounted  to  $15.3  million. 

Reconciliation 

Prior  to  the  elimination  of  the  food  stamp  purchase  requirement  States  were 
required  to  reconcile  the  authorization  cards  redeemed  with  food  stamps  issued  and 
the  amount  of  cash  collections  turned  over  to  the  Federal  government.  When  we 
used  all  available  information  to  reconcile  cash  collections  and  coupon  issuances, 
shortages  of  $12.1  million  in  cash  and  $3.7  million  in  coupons  were  indicated  for  the 
period  from  July  1974  through  December  1978.  The  Food  and  Nutrition  Service  has 
billed  the  Commonwealth  of  Puerto  Rico  for  the  full  amount  of  the  shortage.  The 
actual  amount  to  be  collected  will  not  be  determined  until  some  time  in  the  future 
while  the  Commonwealth  continues  to  search  for  documentation  or  reconstruct  past 
transactions  to  account  for  the  shortages.  To  date  about  $2.3  million  of  the  cash 
shortage  has  been  explained.  OIG  is  continuing  to  review  Puerto  Rico's  documenta- 
tion. 

The  Commonwealth  has  developed  a  corrective  action  plan  to  deal  with  the  other 
problems  that  we  pointed  out.  That  plan  is  now  being  reviewed  by  the  Food  and 
Nutrition  Service.  Work  has  already  begun  on  the  correction  of  some  deficiencies. 

Last  May,  Public  Law  96-249,  which  requires  a  special  financial  audit  review  by 
OIG  of  any  "State"  where  participation  in  the  Food  Stamp  Program  exceeds  60 
percent  of  the  population,  was  enacted.  In  effect,  this  provision  applies  to  Puerto 
Rico  only  since  no  other  State  is  close  to  a  60-percent  participation  level.  We 
maintain  audit  and  investigative  staffs  in  Puerto  Rico  and  have  monitored  the 
program  almost  continuously  since  it  began.  We  will  continue  to  review  program 
operations  on  a  frequent  basis  even  if  the  60-percent  threshhold  is  not  reached 
because  of  the  size  of  the  program  in  Puerto  Rico  and  the  history  of  problems  in 
administration. 

Memphis  and  Nashville,  Tenn. 

We  have  recently  completed  our  audit  fieldwork  on  food  stamp  operations  in 
Memphis  and  Nashville,  Tennessee.  At  both  locations,  we  utilized  computer  match- 
ing techniques  to  compare  income  reported  on  the  food  stamp  application  to  that 
reported  to  the  State  Employment  Security  Bureau.  In  March  1980,  there  were 
approximately  59,000  households  in  Memphis  and  22,000  households  in  Nashville 
participating  in  the  Food  Stamp  Program.  Our  matching  results  show  that  about 
1,570  households  underreported  their  income  for  food  stamp  purposes. 

About  75  of  these  cases  are  being  prosecuted  through  the  Federal  Court  system. 
These  cases  resulted  in  large  dollar  losses,  not  only  to  the  Food  Stamp  Program,  but 
also  to  Health  and  Human  Services  (HHS)  programs,  such  as  the  Aid  to  Families 
with  Dependent  Children  (AFDC),  Supplemental  Security  Income  (SSI)  and  Medic- 
aid. The  remaining  cases  are  being  handled  by  State  investigators  and  will  be 
prosecuted  in  the  State  court. 
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In  addition  to  the  affect  on  the  Food  Stamp  Program  of  underreporting  income, 
we  also  reviewed  its  impact  on  the  AFDC,  Medicaid,  SSI,  and  Housing  and  Urban 
Development  (HUD)  housing  assistance  program. 

Of  the  1,570  identified  food  stamp  fraud  cases,  about  500  of  these  households 
participated  in  AFDC  and  Medicaid  programs;  another  100  households  were  receiv- 
ing SSI  and  Medicaid,  and  about  125  were  receiving  HUD  housing  assistance. 

State  and  local  investigators  have  now  completed  their  work  to  determine  pro- 
gram losses  on  about  329  of  the  1,570  cases.  From  their  results,  we  estimate  that  the 
1,570  fraud  cases  resulted  in  losses  of  about  $3  million  to  the  Food  Stamp  Program, 
and  about  $800,000  to  the  AFDC  program.  The  Department  of  Health  and  Human 
Services,  Office  of  Inspector  General,  is  presently  working  to  determine  the  losses  to 
the  Medicaid  and  SSi  programs.  HUD  officials  estimate  an  average  loss  of  $2,000 
per  case  for  the  125  HUt)  housing  assistance  cases. 

Dade  County,  Miami,  Fla. 

In  our  recently  completed  audit  in  Dade  County,  we  matched  the  income  of 
households  participating  in  the  Food  Stamp  Program  in  September  1979  to  the  State 
Employment  Security  Bureau  income  records.  Of  the  approximate  86,200  participat- 
ing households,  32,000  had  some  type  of  error.  We  estimated  that  the  total  dollar 
loss  was  about  $1,002,530  for  this  one-month  period. 

Of  the  errors  creating  program  losses,  81  percent  were  due  to  the  recipient 
underreporting  income.  Our  estimate  of  the  dollar  loss  attributable  to  underreport- 
ing was  $813,000  of  the  total  $1  million  plus  dollar  loss. 

Florida  is  now  in  the  process  of  refining  their  computer  system.  By  August  1981, 
the  State  will  have  the  capability  in  Miami  to  compare  income  reported  by  the 
recipient  to  the  income  reported  to  the  State  Economic  Security  Bureau  when  the 
initial  certification  is  being  processed.  This  will  enable  State  officials  to  detect 
recipients  underreporting  income  before  benefits  are  issued.  It  should  also  act  as  a 
deterrent  to  recipient  underreporting. 

Senator  Leahy.  What  percentage  of  the  households  is  that,  ap- 
proximately? 

Mr.  Peterson.  I  am  not  sure  I  have  that,  Senator.  I  could  present 
it  for  the  record. 

Senator  Pryor.  Just  to  clarify  the  record,  it  is  my  understanding 
that  about  57  percent  of  the  population  of  Puerto  Kico  is  today  on 
food  stamps,  and  roughly  1.8  million  poople,  or  about  10  percent  of 
the  food  stamp  budget  goes  to  Puerto  Rico,  is  this  correct? 

Mr.  Peterson.  That  is  correct. 

The  Chairman.  Thank  you  very  much,  gentlemen.1 

The  next  witness  is  Mr.  Henry  Eschwejge,  Director,  Community 
and  Economic  Development  Administration,  General  Accounting 
Office. 

Mr.  Eschwege,  as  you  are  aware,  you  have  a  10-minute  time 
limitation. 

Your  entire  statement  will  be  included  in  the  record. 

STATEMENT  OF  HENRY  ESCHWEGE,  DIRECTOR,  COMMUNITY 
AND  ECONOMIC  DEVELOPMENT  DIVISION,  GENERAL  AC- 
COUNTING OFFICE 

Mr.  Eschwege.  Yes;  I  will  do  that.  I  would  like  to  introduce  my 
colleagues. 

On  my  immediate  left  is  Mr.  Brian  Crowley,  Associate  Director 
in  our  office,  and  on  his  left  is  Stan  Sargol,  who  is  our  Group 
Director. 

I  will  summarize  the  statement,  and  it  also  has  a  rather  long 
appendix  on  the  workfare  program,  which  may  be  of  interest,  but  I 
will  just  talk  about  that  briefly.2 


1  See  p.  366  for  written  questions  from  Senator  Helms  and  Mr.  Magee's  answers  thereto. 
*  See  p.  369  for  the  prepared  statement  of  Mr.  Eschwege. 
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Substantial  increase  in  federal  funding  for  the  investigation  and  prosecution 
of  fraud. 

Replacement  of  most  itemized  deductions  in  the  program  with  standard  de- 
ductions thereby  eliminating  some  errors  and  preventing  less  needy  families 
who  previously  had  many  deductions  from  qualifying  for  the  program. 

Elimination  of  vendor  fraud  and  handling  of  cash  through  elimination  of  the 
food  stamp  purchase  requirement. 

1979  In  1979,  Congress  passed  Public  Law  96-58  which  amended  the  Food  Stamp 
Act  of  1977  to  further  tighten  the  management  of  the  program.  These  provisions 
included  the  following: 

The  Secretary  of  Agriculture  or  States  are  authorized  to  require  social  secu- 
rity numbers  and  access  is  provided  to  certain  HEW  data  relevant  to  determin- 
ing eligibility. 

Individuals  disqualified  for  fraud  and  wishing  to  reenter  the  program  are 
required  to  repay  the  fraudulent  amount  either  in  cash  or  through  reduction  in 
their  coupon  allotment. 

States  will  be  allowed  to  keep  50  percent  of  the  money  they  recover  or  collect 
in  the  pursuit  of  fraud. 

Any  striker  who  does  not  meet  the  eligibility  requirements  of  the  program 
including  those  for  income,  assets,  and  work  registration — will  Not  be  allowed 
to  participate  and  receive  any  benefits. 

1980  Congress'  most  recent  amendments  to  the  1977  Food  Stamp  Act  were  signed 
into  law  this  past  May  as  part  of  P.L.  96-249.  With  the  passage  of  this  third  major 
piece  of  food  stamp  legislation  within  the  past  4  years,  a  total  of  6.0  million  people 
are  now  no  longer  eligible  for  food  stamps. 

Enactment  of  these  1980  Food  Stamp  Act  Amendments  will  allow  for  the  achieve- 
ment of  the  following  savings  which  will  add  up  to  over  $520  million  in  fiscal  year 
1981: 

Annual  rather  than  semi-annual  adjustment  of  food  stamp  allotment  and  stand- 
ard deduction.  Also,  the  next  adjustment  of  the  shelter  deduction  will  be  deferred 
until  January  1,  1981. 

Combined  savings — $375  million  in  fiscal  year  1981. 

Impact — Average  reduction  of  $2.75  per  person  per  month  in  all  participants' 

benefits  for  six  months  of  every  year. 

Lowering  the  fiscal  year  1981  povertv  line  net  income  limit  for  food  stamps  in 

fiscal  year  1981  from  approximately  $8200  to  $7450  for  a  4-person  household.  This 

would  eliminate  the  practice  of  updating  the  poverty  line  by  more  current  CPI  data. 

Savings — $65  million  in  fiscal  year  1981. 

Impact— 650,000  of  presently  participating  persons  with  the  highest  net  in- 
comes made  ineligible. 
Eliminate  all  students,  except  those  under  18  or  over  60,  disabled,  with  depend- 
ents, working  20  hours  a  week,  in  a  work  study  program,  or  going  to  school  as  part 
of  the  Work  Incentive  Program  (WIN). 

Savings — $60  million  in  fiscal  year  1981. 

Impact — 150,000  students— 75  percent — who  currently  participate  in  the  pro- 
gram eliminated. 
Reduction  of  limit  on  assets  from  $1,750  to  $1,500  for  all  households  except  those 
of  two  or  more  containing  an  elderly  person. 
Savings — $20  million  in  fiscal  year  1981. 

Impact — Persons  with  liquid  assets  over  $1,500  made  ineligible  for  food 
stamps. 
In  addition  to  the  provisions  listed  above  which  sharply  narrow  the  eligibility  of 
participants,  the  1980  Food  Stamp  Act  contains  far  reaching  management  improve- 
ment provisions  which  must  be  given  an  opportunity  to  become  effective.  Among 
these  provisions  are  the  following: 

Incentives  for  States  to  reduce  error  by  offering  increases  in  Federal  administra- 
tive cost-sharing  to  be  provided  from  one  of  three  bonus  plans;  effective  October  1, 
1980. 

Institution  of  an  error  rate  sanction  system  which  will  penalize  States  which  fail 
to  make  significant  progress  in  reducing  high  error  rates.  The  USDA  Inspector 
General  has  recommended  this  concept  as  "the  most  effective  device  we  know  of  to 
make  those  States  and  projects  with  poorly  managed  operations  take  an  aggressive 
interest  in  improving  the  program."  Estimated  savings — $90  million  in  fiscal  year 
1981. 

For  purposes  of  verification  of  information  on  a  household's  income,  or  to  deter- 
mine a  household's  eligibility  to  receive  food  stamps,  including  the  specific  allot- 
ment, information  could  be  obtained  from  the  Social  Security  Administration.  This 
would  enable  the  States  to  catch  incorrect  reporting  or  underreporting  of  income. 
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You  went  into  that  just  a  little  bit  with  Senator  Helms,  and  the 
reason  I  ask  this,  because  of  the  handling  of  millions  of  dollars  of 
cash  by  thousands  of  food  stamp  vendors  across  the  country,  and 
the  increased  number  of  stamps  in  circulation,  do  these  create 
problems  with  your  Department? 

Mr.  Magee.  First  of  all,  Senator,  you  are  quite  correct,  the 
problem  of  issuing  facilities  such  as  vendors  such  as  you  referred 
to,  resulted  in  a  substantial  number  of  prosecutions  in  1976  and 
1977. 

There  is  no  auestion  that  there  was  a  tremendous  experiment 
with  the  "float  that  benefited  no  one  other  than  the  person  hold- 
ing the  cash. 

In  response  to  your  question  as  to  our  position,  I  think  I  need  not 
tell  vou,  Senator,  that  the  Office  of  Inspector  General  clearly  does 
not  have  a  policy  role. 

We  were  created  to  provide  the  Department  and  the  Congress  an 
independent  audit  and  investigative  service,  and  in  my  response  to 
Senator  Helms'  questions  concerning  the  potential  for  fraud  with 
the  elimination  of  the  purchase  requirement,  it  was  simply  a  state- 
ment of  what  we  had  observed.  But  in  terms  of  a  position  as  to 
whether  the  Department  should  or  should  not  reinstate  a  purchase 
requirement,  that  would  be  for  the  policy  officials  of  the  Depart- 
ment, and  it  would  be  improper  for  me  to  take  position  on  one  side 
or  the  other. 

Senator  Leahy.  I  have  no  problems  with  that  answer. 

I  would  note  that  you  did  find  however  that  with  the  vendors, 
that  is  where  a  number  of  your  problems  were? 

Mr.  Magee.  That  is  correct. 

Senator  Leahy.  And  this  could  bring  about  an  increased  number 
of  stamps  in  circulation? 

Mr.  Magee.  I  am  not  sure,  I  think  you  are  right,  there  would  be 
an  increase. 

Senator  Leahy.  In  the  past  2  years  the  Office  of  Inspector  Gener- 
al really  has  had  great  success,  and  I  compliment  you.  There  have 
been  several  dozen  specific  actions  taken,  many  initiated  by  OIG  in 
cooperation  with  FNS.  Among  the  more  important  initiatives  were 
the  greater  financial  incentives  for  States  to  investigate  and  pros- 
ecute fraud,  certainly  something  we  really  needed  to  do,  the  re- 
quirement that  all  food  stamp  participants  provide  a  valid  social 
security  number  to  facilitate  verification  of  identity,  requirement 
that  all  disqualified  for  fraud  could  not  reenter  the  program  until 
they  arranged  to  repay  the  amount  fraudulently  obtained,  the 
elimination  of  nearly  all  college  students  from  the  program,  the 
establishment  of  a  system  of  financial  reward  to  States  for  lower 
rates,  and  at  the  same  time  sanction  States  for  higher  error  rates, 
tighter  verification  rules  and  a  requirement  that  households  in 
certain  areas  present  full  identification  to  obtain  food  stamps. 

I  think  all  of  these  have  served  very,  very  well,  and  correct  me  if 
I  am  wrong,  to  tighten  areas  of  fraud  and  abuse. 

Mr.  Magee.  Senator,  we  would  have  to  applaud  the  Congress. 
They  have  been  responsive  in  our  judgment  to  all  of  our  concerns 
our  recommendations  in  this  area, 
of  these  amendments  that  you  referred  to  would  strengthen 
3d  stamp  program,  if  they  were  fully  implemented. 
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Senator  Leahy.  Do  you  expect  them  to  be  fully  implemented  in 
the  coming  months? 

I  know  it  does  take  some  time  to  fully  implement  them,  but  they 
are  on  the  books,  and  do  you  agree  that  they  are  all  good  proce- 
dures, do  you  see  any  reason  why  they  would  not,  if  the  food  stamp 
program  continues  the  way  it  is,  do  you  see  any  reason  why  they 
would  not  be  implemented? 

Mr.  Magee.  There  are  some  problems.  We  have  made  it  our 
business  to  survey  States  to  find  out  the  degree  of  acceptance  and 
implementation  of  such  things  as  the  administrative  fraud  hearing 
provision,  and  the  75-percent  funding  of  investigative  and  prosecu- 
torial activities. 

There  seems  to  be,  there  seems  to  be  at  least  in  some  States,  an 
attitude,  Senator,  and  I  do  have  to  condemn  it  as  an  unjustified 
attitude,  that  food  stamp  losses,  because  they  are  essentially  Feder- 
al losses,  should  not  receive  the  same  priority,  as  for  example  the 
investigative  and  prosecution  activity  in  those  programs  in  which 
there  is  some  State  involvement  or  contribution. 

There  are  some  States,  one  of  which  is  represented  here  today, 
which  has  been  very  aggressive  and  has  mounted  considerable 
effort,  but  for  every  State  like  that  State,  there  are  several  other 
States  in  which  that  reaction  is  very  low. 

You  can  say  the  same  thing  in  regard  to  the  administrative 
fraud  hearings.  There  is  a  feeling  expressed  among  the  authorities 
of  some  States  that  the  costs  of  mounting  such  an  administrative 
fraud  hearing  operation  is  not  cost  beneficial  because  of  the  dollars 
involved  in  the  particular  case.  So  in  answer  to  your  question,  I 
would  say  that  we  in  OIG  are  endorsing  and  pushing  and  attempt- 
ing to  do  what  we  can  within  our  limited  resources,  including 
offering  training  assistance  to  the  investigative  elements  of  some 
States,  but  I  would  have  to  tell  you  as  of  this  date  we  have  not 
perceived  any  groundswell  that  would  indicate  that  there  is  going 
to  be  an  overwhelming  acceptance  of  these  Federal  funding  provi- 
sions that  were  passed  by  the  Congress. 

I  hope  that  I  am  proved  wrong,  but  at  this  point  my  judgment  is 
that  it  is  going  to  be  a  hard  sell  problem. 

Senator  Leahy.  I  have  heard  two  different  things  from  some 
State  administrators  I  have  talked  to. 

One  of  their  concerns  is  that  every  year  we  set  about  rewriting 
the  food  stamp  program  and  change  the  rules. 

The  other  thing  that  I  have  heard,  and  this  is  not  a  scientific 
survey  by  any  means,  is  that  they  want  some  understanding  that 
the  rules  and  regulations  are  going  to  stay,  that  the  rules  of  the 
game  are  going  to  stay  constant  at  least  long  enough  for  everybody 
to  learn  to  start  utilizing  them.  This  would  focus  their  attention  a 
heck  of  a  lot  more,  and  we  would  get  a  lot  more  cooperation. 

Do  you  sense  that? 

Mr.  Magee.  We  have  heard  the  same  complaints  with  regard  to 
the  changing  of  Government  regulations,  which  I  hasten  to  say  is 
apparently  not  confined  to  the  Department  of  Agriculture. 

Senator  Leahy.  No,  that  is  apparently  so. 

Mr.  Magee.  But  I  am  sure  that  there  is  that  attitude;  however,  I 
think  the  real  problem  in  this  area  has  to  do  with  the  problems  the 
States  confront  in  terms  of  their  own  budgets,  their  own  staff 
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Mr.  Magee.  I  think  Mr.  Petersen,  who  is  head  of  our  Audit 
Division,  can  be  more  responsive  than  I,  because  there  has  been 
some  specific  targeted  audit  efforts  in  Puerto  Rico  that  give  some 
specific  figures. 

Senator  Dole.  We  have  been  told  you  can  buy  anything  with  food 
stamps  in  Puerto  Rico,  televisions,  fishing  tackle,  whatever? 

Mr.  Magee.  Well,  Senator,  before  he  answers,  I  would  say  that 
that  is  true,  but  I  could  name  you  20  other  large  cities  in  the 
United  States  that  you  can  buy  anything  with  food  stamps. 

Senator  Leahy.  Could  I  just  follow  up  on  that? 

The  Chairman.  Sure. 

Senator  Leahy.  With  the  percentage  of  money  going  into  Puerto 
Rico,  is  it  not  fair  to  say  maybe  that  is  an  area  that  this  committee 
ought  to  look  at  all  by  itself  very  specifically,  and  see  if  the  way  it 
is  being  done  has  to  be  totally  revamped  in  that  one  place. 

I  realize,  if  it  was  done  overnight,  it  would  cause  all  kinds  of 
problems,  but  might  not  the  Congress  look  at  that  specifically? 

Obviously  you  have  to  work  with  the  Commonwealth  itself,  but 
to  make  some  drastic  radical  changes,  could  we  really  stand  that 
kind  of  a  drain  on  the  overall  program? 

Mr.  Magee.  Senator,  it  is  my  understanding  that  the  Depart- 
ment is  considering  a  block  grant  approach  to  the  Puerto  Rican 
situation  that  would  simplify  the  approach  to  the  problem. 

Senator  Leahy.  It  is  clear  that  we  need  to  work  with  the  govern- 
ment there,  the  Commonwealth  government,  to  change  the  way 
that  program  is  handled,  because  I  see  no  way  that  with  the 
demands  on  money  in  the  Federal  Government,  the  demands  on 
this  program,  that  this  program  can  continue  as  is.  Puerto  Rico  has 
got  to  be  looked  at,  and  there  have  got  to  be  changes  made  there. 
The  program  just  cannot  carry  what  is  becoming  potentially  a  huge 
anchor  to  the  whole  program. 

Senator  Dole.  I  think  he  may  have  a  good  example. 

Mr.  Peterson.  Senator,  the  last  audit  that  was  done  in  Puerto 
Rico  was  for  the  month  of  July  1979. 

At  that  point  in  time  over  460,000  households  participated  in  the 
food  stamp  program,  and  during  that  month  they  received  about 
$62  million  in  food  stamp  benefits,  and  that  was  about  10  percent 
of  the  stamps  issued  that  month  for  the  entire  country. 

This  is  all  of  Puerto  Rico. 

Senator  Dole.  About  63  percent  are  eligible  there. 

Mr.  Peterson.  To  get  back  down  to  the  eligible  line,  we  found 
that  about  30  percent  of  the  cases  we  reviewed  contained  errors, 
and  we  projected  that  with  a  95-percent  confidence  level,  and  the 
coupons  there  ranging  in  value  from  $21.1  to  $30.7  million  were 
issued  to  clients  whose  case  files  contained  certification  errors. 

About  half  of  those  certification  errors  were  in  the  work  registra- 
tion area,  and  that  is  typically  an  error  caused  by  the  reviewer,  so 
that — and  typically  that  is  not  then  reduced  by  the  benefit,  but  in 
addition,  an  additional  40  percent  of  the  cases  were  in  the  under- 
statement of  the  income,  and  in  the  understatement  of  income 
area,  we  projected  that  amounted  to  about  $15.3  million  a  month, 
and  that  was  for  the  month  of  July  1979. 

The  Chairman.  What  is  that  percentagewise? 

Mr.  Peterson.  Well,  it  is  about  20  percent.  It  is  about  20  percent. 
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Senator  Dole.  I  think  I  just  read  George  Gilder,  he  talks  about 
how  the  Roth-Kemp  approach  helped  their  economy  in  Puerto  Rico 
for  Operation  Bootstrap. 

I  think  it  is  really  the  food  stamp  program. 

The  Chairman.  We  thank  you  very  much,  gentlemen. 

Senator  Dole.  Will  that  be  made  a  part  of  the  record,  the  Puerto 
Rican  study? 

Mr.  Peterson.  We  will  make  it  a  part  of  the  record. 

[The  following  information  was  subsequently  received  by  the 

committee:] 

April  10,  1981. 
Hon.  Jesse  Helms, 

Chairman,  Committee  on  Agriculture,  Nutrition  and  Forestry, 
U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman:  Here  is  the  information  on  the  Puerto  Rico  Food  Stamp 
Program  that  you  requested  at  the  April  2,  1981,  hearing.  While  our  audits  in 
Puerto  Rico  have  identified  serious  problems  and  slow  corrective  action,  Common- 
wealth officials  have  developed  a  comprehensive  corrective  action  plan  and  are 
optimistic  that  program  administration  will  improve.  We  will  continue  to  monitor 
the  Puerto  Rico  program. 

Although  you  did  not  specifically  request  it,  I  am  also  including  brief  summaries 
of  our  computer  matching  work  in  Memphis  and  Nashville,  Tennessee,  and  Miami, 
Florida.  During  my  testimony,  I  briefly  addressed  computer  matching  as  a  means  to 
prevent  and  deter  fraud.  I  feel  very  strongly  that  computer  matching,  particularly 
at  the  time  of  the  initial  certification,  offers  the  best  possibility  of  detecting  fraud 
and  thereby  preventing  overissuances. 

The  1977  Food  Stamp  Act,  as  amended,  allows  the  Secretary  of  Agriculture  to 
require  food  stamp  applicants  to  provide  social  security  numbers  as  a  condition  for 
program  eligibility  and  allows  States  to  make  certain  computer  matches  using  the 
social  security  numbers.  Few  States  are  actually  utilizing  computer  matching  tech- 
niques in  Food  Stamp  Program  administration,  although  they  do  utilize  such  tech- 
niques in  other  programs  such  as  the  Aid  to  Families  with  Dependent  Children 
(AFDC).  I  believe  that  these  techniques  are  not  more  commonly  used  in  the  Food 
Stamp  Program  because  the  food  stamp  benefits  are  100  percent  Federal  dollars, 
while  States  share  in  the  AFDC  benefit  payments.  We  are  convinced  that  matching 
offers  the  most  effective  control  over  certification  error  and  overissuance,  as  our 
testimony  before  your  Committee  indicated.  Our  forthcoming  Semiannual  Report 
will  address  the  matter  in  more  detail. 

I  very  much  appreciated  the  opportunity  to  appear  before  your  Committee;  and  if 
I  can  be  of  further  assistance,  please  let  me  know. 
Sincerely, 

Robert  E.  Magee, 
Acting  Inspector  General 

Three  enclosures. 

Puerto  Rico  Food  Stamp  Program 

In  July  1979,  over  460,000  households  participated  in  the  Food  Stamp  Program  in 
the  Commonwealth  of  Puerto  Rico.  During  that  month  they  received  about  $62 
million  in  food  stamps,  about  10  percent  of  the  stamps  issued  that  month  in  the 
entire  country.  Because  of  the  size  and  the  history  of  problems  in  the  administra- 
tion of  the  program  in  Puerto  Rico,  we  have  monitored  the  program  almost  contin- 
ually since  July  1974,  when  the  Commonwealth  began  food  stamp  operations. 
During  the  past  year,  we  completed  another  major  review.  While  there  is  improve- 
ment to  report,  a  number  of  serious  problems  remain. 

Certification 

In  this  as  in  similar  audits  of  major  food  stamp  projects,  we  used  scientific 
statistical  sampling  to  determine  the  dollar  impact  of  certification  errors.  We  re- 
viewed 494  randomly  selected  case  files  for  the  month  of  July  1979  and  made  home 
visits  to  a  subsample  of  195  households. 

We  found  that  almost  30  percent  of  the  cases  we  reviewed  contained  errors. 
Projected  to  the  universe  of  participating  households,  we  estimated  with  95  percent 
confidence  that  coupons  ranging  in  value  from  $21.1  million  to  $30.7  million  were 
issued  to  clients  whose  case  files  contained  certification  errors.  There  were  two 
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frequent  sources  of  error — work  registration  and  determination  of  income.  Each 
accounted  for  about  40  percent  of  the  cases  in  which  errors  were  noted.  Since  OIG 
and  GAO  have  noted  errors  in  compliance  with  work  registration  requirements  in 
many  States,  some  explanation  is  in  order.  Failure  of  nonexempt  recipients  to 
register  for  work  is  normally  a  caseworker  problem  rather  than  a  matter  of  recipi- 
ent abuse.  The  problem  usually  stems  from  the  caseworker  failing  to  require  an 
applicant  to  complete  a  work  registration  form. 

Two  offices  we  visited  in  Puerto  Rico  did  not  require  members  of  households  to 
register  for  work  because  the  offices  did  not  have  the  required  forms.  Noncompli- 
ance can  also  result  from  an  incorrect  determination  that  a  household  is  exempt 
from  the  work  registration  requirement,  and  we  found  some  instances  of  this  as 
well.  These  errors  in  work  registration  do  not  generally  result  in  overissued  bene- 
fits, because  compliance  with  the  work  registration  requirement  does  not  produce 
savings  unless  the  household  member  actually  finds  employment.  Given  the  high 
unemployment  rate  in  Puerto  Rico,  actual  savings  would  probably  not  be  large. 
However,  work  registration  is  a  legal  requirement  and  there  is  no  excuse  for  not 
imposing  it. 

We  also  found  problems  in  the  treatment  of  income  in  40  percent  of  the  cases  in 
which  errors  were  noted.  These  included  computation  of  errors,  differences  in  the 
income  reported  to  the  caseworker  compared  with  earnings  disclosed  during  our 
home  visits,  and  acceptance  of  recipients'  statements  about  self-employment  without 
documentation.  If  work  registration  errors  are  excluded  but  other  errors  in  certifica- 
tion are  included  for  those  with  work  registration  omitted,  total  coupons  issued  to 
improperly  certified  households  amounted  to  $15.3  million. 

Reconciliation 

Prior  to  the  elimination  of  the  food  stamp  purchase  requirement  States  were 
required  to  reconcile  the  authorization  cards  redeemed  with  food  stamps  issued  and 
the  amount  of  cash  collections  turned  over  to  the  Federal  government.  When  we 
used  all  available  information  to  reconcile  cash  collections  and  coupon  issuances, 
shortages  of  $12.1  million  in  cash  and  $3.7  million  in  coupons  were  indicated  for  the 
period  from  July  1974  through  December  1978.  The  Food  and  Nutrition  Service  has 
billed  the  Commonwealth  of  Puerto  Rico  for  the  full  amount  of  the  shortage.  The 
actual  amount  to  be  collected  will  not  be  determined  until  some  time  in  the  future 
while  the  Commonwealth  continues  to  search  for  documentation  or  reconstruct  past 
transactions  to  account  for  the  shortages.  To  date  about  $2.3  million  of  the  cash 
shortage  has  been  explained.  OIG  is  continuing  to  review  Puerto  Rico's  documenta- 
tion. 

The  Commonwealth  has  developed  a  corrective  action  plan  to  deal  with  the  other 
problems  that  we  pointed  out.  That  plan  is  now  being  reviewed  by  the  Food  and 
Nutrition  Service.  Work  has  already  begun  on  the  correction  of  some  deficiencies. 

Last  May,  Public  Law  96-249,  which  requires  a  special  financial  audit  review  by 
OIG  of  any  "State"  where  participation  in  the  Food  Stamp  Program  exceeds  60 
percent  of  the  population,  was  enacted.  In  effect,  this  provision  applies  to  Puerto 
Rico  only  since  no  other  State  is  close  to  a  60-percent  participation  level.  We 
maintain  audit  and  investigative  staffs  in  Puerto  Rico  and  have  monitored  the 
program  almost  continuously  since  it  began.  We  will  continue  to  review  program 
operations  on  a  frequent  basis  even  if  the  60-percent  threshhold  is  not  reached 
because  of  the  size  of  the  program  in  Puerto  Rico  and  the  history  of  problems  in 
administration. 

Memphis  and  Nashville,  Tenn. 

We  have  recently  completed  our  audit  fieldwork  on  food  stamp  operations  in 
Memphis  and  Nashville,  Tennessee.  At  both  locations,  we  utilized  computer  match- 
ing techniques  to  compare  income  reported  on  the  food  stamp  application  to  that 
reported  to  the  State  Employment  Security  Bureau.  In  March  1980,  there  were 
approximately  59,000  households  in  Memphis  and  22,000  households  in  Nashville 
participating  in  the  Food  Stamp  Program.  Our  matching  results  show  that  about 
1,570  households  underreported  their  income  for  food  stamp  purposes. 

About  75  of  these  cases  are  being  prosecuted  through  the  Federal  Court  system. 
These  cases  resulted  in  large  dollar  losses,  not  only  to  the  Food  Stamp  Program,  but 
also  to  Health  and  Human  Services  (HHS)  programs,  such  as  the  Aid  to  Families 
with  Dependent  Children  (AFDC),  Supplemental  Security  Income  (SSI)  and  Medic- 
aid. The  remaining  cases  are  being  handled  by  State  investigators  and  will  be 
prosecuted  in  the  State  court. 
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benefits  than  would  be  indicated  by  their  individual  thrifty  food 
plan  costs. 

Now,  in  contrast,  benefits  based  on  uniform  allotments  would 
probably  be  less  than  indicated  for  a  four-person  household  in 
which  the  children  were  all,  let's  say,  teenage  boys. 

In  our  1978  report,  we  estimated  the  savings  achievable  at  that 
time  by  using  individualized  rather  than  uniform  allotments.  If 
households  receiving  less  than  their  individualized  thrifty  food  plan 
costs  were  given  enough  extra  food  stamps  to  bring  their  allot- 
ments up  to  their  thrifty  food  plan  costs,  the  increased  monthly 
costs  would  be  about  $12.7  million. 

Correspondingly,  if  households  whose  food  stamp  allotments  were 
more  than  their  thrifty  food  plan  costs  had  their  allotments  re- 
duced to  their  thrifty  food  plan  level,  the  monthly  savings  would  be 
about  $60.1  million,  the  net  savings  in  food  stamps  to  the  Federal 
Government  at  the  time  of  our  1978  report,  of  about  $47.4  million  a 
month,  or  about  $570  million  annually. 

I  might  say  that  the  Congressional  Budget  Office  in  their  report 
in  1977  also  dealt  with  this  particular  issue.  Without  an  extensive 
update  of  our  earlier  study,  we  can  only  offer  an  educated  guess  of 
potential  savings. 

At  this  time  total  program  benefits  have  increased  about  92 
percent  since  we  analyzed  allotments  for  the  1978  report,  and  on 
this  basis,  annual  savings  from  individualized  allotment  might  well 
approach  the  $1  billion  mark. 

Now,  in  a  review  completed  in  1977,  we  assessed  efforts  to  identi- 
fy and  recover  overissuances  of  food  stamp  benefits.  At  that  time 
we  estimated  that  the  Government  was  losing  over  a  half  a  billion 
dollars  annually,  because  of  errors,  misrepresentation,  and  suspect- 
ed fraud  by  recipients,  and  because  of  errors  by  local  food  stamp 
offices. 

For  every  $100  of  the  more  than  $5  billion  in  benefits,  issued 
nationally  in  fiscal  year  1976,  overissuances  accounted  for  about 
$12,  only  about  12  cents  of  that  $12  had  been  recovered  at  that 
point  in  time. 

The  local  projects  we  reviewed  were  doing  little  to  identify  and 
recover  the  value  of  overissuances. 

Since  then  there  have  been  a  number  of  legislative  and  adminis- 
trative changes  to  deal  with  fraud  and  other  overissuances. 

According  to  recent  Agriculture  data,  State  recovery  of  overis- 
suances have  improved  somewhat. 

For  every  $100  of  the  nearly  $8.7  billion  in  benefits  issued  na- 
tionally in  fiscal  year  1980,  overissuances  accounted  for  about 
$10.20. 

About  46  cents  of  that  $10.20,  or  about  4.6  percent,  had  been 
recovered.  Overall  however  as  program  outlays  increased  overis- 
suances increased  and  reached  an  estimated  $887  million  that  year. 
We  are  talking  here  about  1980. 

A  few  days  ago  we  reported  to  you,  Mr.  Chairman,  on  the  cost  of 
the  food  stamp  benefits  to  households  containing  a  striker,  and  on 
fluctuations  in  striker  participation  in  the  program. 

From  historical  Agriculture  and  Labor  data,  we  estimated  for 
fiscal  year  1980  households  containing  a  striker  received  about  $37 
million  in  food  coupons. 
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About  24,000  strikers  participated  in  the  program  monthly. 
There  did  not  seem  to  be  any  consistent  relationship  between  total 
number  of  strikers  and  number  of  strikers  participating  in  the  food 
stamp  program. 

This  may  be  because  the  amount  and  immediacy  of  strike  bene- 
fits vary  greatly  among  unions  and  because  many  strikers  may  be 
disqualified  because  of  the  program's  resource  eligibility  criteria. 

A  recent  legislative  proposal  by  the  administration  would  require 
that  food  stamp  benefits  be  based  on  income  received  in  a  prior 
period.  This  is  known  as  retrospective  accounting. 

Since  most  strikes  last  less  than  a  month,  Agriculture  officials 
told  us  that  the  effect  of  such  a  change  would  be  that  in  many 
cases  strikers  would  not  be  eligible  for  food  stamps. 

Now,  a  report  by  the  investigative  staff  of  the  Senate  Appropri- 
ations Committee  released  earlier  this  year  recommended  closing 
several  loopholes  in  food  stamp  regulations  and  improving  the 
verification  of  eligibility  information. 

I  understand  that  more  specific  details  of  the  report  will  be 
presented  to  you  today  in  separate  testimony;  however,  we  will  be 
considering  the  issues  raised  in  the  report  in  an  ongoing  review  in 
which  we  are  seeking  ways  to  bring  about  improvement  in  program 
eligibility  and  benefit  determination  procedures. 

Now,  the  President's  budget  proposals  advanced  a  number  of 
measures  affecting  the  food  stamp  program.  In  addition  to  elimi- 
nating overlapping  school  lunch  benefits — discussed  earlier  in  my 
statement — the  proposals  included  such  changes  as  the  retrospec- 
tive accounting  of  income,  proration  of  first-month  benefits,  estab- 
lishment of  gross  income  limits,  and  improving  overall  program 
management. 

On  October  9,  1978,  we  testified  that  retrospective  accounting 
was  preferable  because  it  uses  actual  rather  than  estimated  income 
for  making  benefit  determinations. 

Also  we  have  consistently  and  strongly  advocated  improved  pro- 
gram management  and  simplified  eligibility  procedures.  Although 
we  have  not  previously  addressed  the  use  of  gross  income  limits 
and  benefit  proration  in  our  work,  their  logical  effect  would  be  to 
reduce  program  costs. 

Turning  now  briefly  to  our  ongoing  review  of  the  workfare  dem- 
onstration program,  this  as  you  know  is  the  program  where  food 
stamp  recipients  will  be  required  to  work  on  public  service  jobs  for 
the  value  of  their  stamp  benefits. 

We  reviewed  the  operating  results  of  the  seven  demonstration 
sites,  problems  in  measuring  work  benefits  and  costs,  and  the  need 
for  legislative  and  administrative  changes  that  will  help  provide  a 
more  effective  and  efficient  workfare  operation. 

We  have  in  mind  such  changes  as  eliminating  some  of  the  cur- 
rently allowed  exemptions,  eliminating  unnecessary  waiting  peri- 
ods, strengthening  program  sanctions,  and  improving  administra- 
tion at  the  Federal  and  local  levels. 

An  extended  phase  of  the  workfare  demonstration  involving  14 
project  sites  is  now  ongoing  and  scheduled  to  end  by  September  30, 
1981. 

Just  turning  to  one  more  point  on  the  workfare  program,  on 
page  14  of  my  statement,  Agriculture  and  Labor  did  not  include  in 
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their  October  1980  interim  report  to  the  Congress  available  infor- 
mation showing  that  substantial  improvements  were  needed  both 
in  workfare  program  design  and  administrative  procedures. 

The  evaluation  contractor  and  one  of  the  project  sites  had  identi- 
fied in  separate  reports  earlier  in  1980  essentially  the  same  prob- 
lems that  are  discussed  in  my  full  statement  today  and  in  the 
appendix  to  my  statement. 

In  other  words,  legislative  exemptions  are  excessive,  sanctions 
are  ineffective,  and  the  30-day  job  search  is  unnecessary. 

Because  the  workfare  concept  cannot  be  said  to  have  been  fairly 
tested  until  a  sound  program  design  is  achieved  and  tested,  delays 
in  modifying  obvious  program  defects  should  not  be  allowed  to 
continue. 

This,  Mr.  Chairman,  is  a  summary  of  my  statement.  My  col- 
leagues and  I  would  be  very  glad  to  respond  to  any  questions. 

The  Chairman.  You  mentioned  strikers  and  their  eligibility  for 
food  stamps.  . 

We  have  a  fairly  large  company  in  North  Carolina  that  had  been 
struck,  and  we  had  received  a  number  of  reports  that  these  strikers 
received  food  stamps  immediately,  after  they  had  applied  for  them, 
so  that  bears  out  your  statement  that  we  have  not  eliminated  this 
problem  as  some  of  us  view  it. 

I  have  tried  to  run  a  total  in  my  mind,  as  you  went  down  the 
possible  reductions  in  the  cost  of  the  program,  and  I  came  up  with 
about  $2  billion  based  on  your  1978  study,  is  that  correct? 

Mr.  Eschwege.  Well,  I  wish  to  caution  you  that  these  are  esti- 
mates. 

I  think  that  the  figures  I  read  off  do  come  to  somewhat  over  $2 
billion. 

The  Chairman.  That  program  is  costing  about  half 

Mr.  Eschwege.  We  did  update  the  figures. 

The  Chairman.  So  this  is  based  on  current  figures? 

Mr.  Eschwege.  Yes.  In  some  cases,  we  took  the  mix  of  the  1978 
program,  but  we  were  not  sure  if  the  mix  remained  the  same  since 
the  program  increased  by  so  much.  The  figure  would  increase  by 
the  same  percentage. 

There  are  in  my  detailed  statement  some  additional  qualifica- 
tions, and  to  some  extent  you  really  have  to  use  these  figures  with 
some  caution,  but  it  is  fair  to  say  that  there  are  substantial 
amounts  involved. 

On  overissuances  I  would  like  to  just  point  out  that  you  are 
never  going  to  be  able  to  cut  out  all  of  the  overissuances,  but 
certainly  we  feel  you  can  do  a  much  better  job  on  them. 

The  Chairman.  I  believe  you  said,  it  is  on  page  5,  you  discussed 
individualized  allotments. 

Mr.  Eschwege.  Four  and  five,  yes. 

The  Chairman.  You  indicated  as  I  understand  that  about  25 
percent  are  receiving  too  little,  and  75  percent  are  receiving  too 
much? 

Mr.  Eschwege.  Yes,  based  on  the  thrifty  plan,  yes. 

The  Chairman.  This  is  answered  in  the  light  of  some  of  the 
claims  that  everybody  is  getting  too  little. 

What  is  the  penalty  for  fraudulent  misrepresentation,  is  it  3 
months? 
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Mr.  Sargol.  It  is  3  months  disqualification  for  the  particular 
individual  if  the  case  is  handled  administratively;  6  to  24  months  if 
decided  by  a  court. 

The  Chairman.  Have  you  evaluated  whether  it  ought  to  be 
longer? 

Mr.  Sargol.  We  think  that  is  mandated  by  law,  as  we  under- 
stand it. 

One  of  our  recommendations  that  is  listed  in  the  full  statement 
is  that  the  administration  be  given  flexibility  to  extend  the  sanc- 
tions. 

Mr.  Eschwege.  Mr.  Chairman,  I  might  add  there  is  one  program 
aspect  that  is  called  work  registration,  which  does  have  more 
severe  penalties,  especially  with  respect  to  not  only  taking  the  food 
stamps  away  from  the  individual  involved,  but  from  the  entire 
household. 

We  are  not  taking  a  position  on  it,  but  it  is  a  matter  that  you 
might  want  to  consider. 

The  Chairman.  I  have  a  copy  of  a  letter  from  GAO  dated  Octo- 
ber 14,  it  is  to  Paul  Findley,  in  which  GAO  said  that  the  organiza- 
tion known  as  Food  Research  &  Action  Center,  FRAC,  violated 
laws  against  lobbying  with  Federal  funds,  is  that  correct? 

Mr.  Eschwege.  That  is  correct.  That  was  a  report  we  made  to 
Representative  Findley  and  19  other  Members  of  Congress  includ- 
ing yourself,  Mr.  Chairman. 

The  Chairman.  What  had  been  done  to  insure  that  this  money 
will  be  returned? 

Mr.  Eschwege.  Well,  we  talked  informally  of  course  to  the  Com- 
munity Services  Administration  (CSA)  which  granted  these  funds 
to  FRAC,  and  followed  up  recently  with  a  letter  by  our  lawyers  to 
see  whether  or  not  CSA  can  recover  the  Federal  funds  that  were 
involved  in  the  two  instances  where  our  lawyers  decided  that  there 
were  violations. 

Unfortunately  when  CSA  first  looked  at  what  we  had,  they  did 
not  agree  that  FRAC  violated  its  regulations  regarding  these  lobby- 
ing activities.  They  reviewed  their  lobbying  regulations,  and  in 
their  own  ruling,  published  in  the  Federal  Register  in  January, 
included  none  of  the  changes  in  the  regulations  that  we  felt  were 
needed  in  order  to  tighten  up.  But,  what  is  even  more  surprising  to 
us,  CSA  concluded  that  restrictions  against  lobbying  in  its  fiscal 
year  1981  grant  agreement  were  too  stringent,  and  it  waived  those 
restrictions  in  the  1981  agreement. 

What  I  am  really  saying  is  that  I  am  not  at  all  satisfied  with  the 
response  to  our  October  1980  report. 

We  have  followed  up,  and  we  are  awaiting  a  further  reply  from 
CSA. 

The  Chairman.  FRAC  was  lobbying  specifically  against  any  pro- 
posal to  require  able-bodied  food  stamp  recipients  to  do  a  little 
work  for  the  stamps,  workfare,  is  that  correct? 

Mr.  Eschwege.  That  is  correct. 

The  Chairman.  All  right. 

Senator  Leahy? 

Senator  Leahy.  I  would  like  to  take  exception  to  some  of  the 
GAO  testimony,  and  I  will  start  out  by  saying  I  am  probably  one  of 
the  biggest  fans  GAO  has  in  the  Senate,  even  when  I  disagreed 
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capacity,  and  the  other  impositions  on  them  to  do  things  that  are 
closer  to  the  concerns  of  their  citizens,  and  I  think  essentially  the 
single  biggest  impediment  is  the  fact  that  the  food  stamp  loss  is  a 
Federal  loss;  it  is  abstract,  it  is  out  there,  even  though  of  course  it 
is  our  money. 

Senator  Leahy.  I  think  you  are  right.  I  think  you  are  right  on 
that. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Senator  Dole. 

Senator  Dole.  I  have  no  questions.  In  just  listening,  we  find  the 
same  in  the  Finance  Committee  with  reference  to  medicaid. 

It  is  Federal  money,  who  cares  whether  there  is  any  fraud  and 
abuse,  and  that  has  been  unfortunately  the  trend  in  all  of  these 
Federal  programs  the  last  20  years. 

The  Chairman.  Senator  Pryor? 

Senator  Pryor.  I  have  nothing  at  this  time. 

Senator  Dole.  I  do  have  a  statement  that  I  would  like  to  make  a 
part  of  the  record.1 

The  Chairman.  Without  objection,  I  will  insert  in  the  record 
before  the  statement  by  Governor  Hammond  of  Alaska. 

Senator  Hayakawa? 

Senator  Hayakawa.  I  have  no  questions.  I  missed  yesterday's 
hearing,  therefore  I  have  to  catch  up  on  my  reading. 

The  Chairman.  Let  me  ask  you  one  final  question. 

Did  I  understand  you  to  say,  or  is  the  information  I  received 
elsewhere  that  at  least  half  of  the  States  have  no  prosecution  of 
the  food  stamp  program? 

Mr.  Magee.  No,  Senator,  the  problem  has  to  do  with  first  of  all 
identifying  those  States  that  have  specific  State  laws  that  prohibit 
trafficking  in  food  stamps. 

Other  States  have  to  proceed  under  general  fraud  statutes,  and 
there  has  been  considerable  difficulty  in  proceeding  in  that  fashion. 

But  aside  from  the  number  of  States  which  have  passed  specific 
legislation,  and  it  is  my  impression  that  is  somewhere  in  the  area 
of  21  or  22  States,  legislation  that  is  either  similar  to  the  Federal 
legislation  in  terms  of  penalties,  or  in  the  case  of  some  States,  more 
severe,  the  real  problem  in  the  area  of  State  prosecution,  is  that 
there  appears  to  be  only  a  limited  number  of  States,  less  than  a 
dozen,  that  have  an  ongoing  practice  of  utilizing  their  public  assist- 
ance investigator  or  State  welfare  investigators,  or  State  investiga- 
tion division  people  to  target  in  on  and  take  out  large  numbers  of 
food  stamp  violators. 

That  is  not  to  say  there  are  not  incidental  prosecutions  of  people 
in  some  other  States  that  happen  to  be  caught  up  in  some  other 
investigatory  process. 

The  Chairman.  It  is  more  like  what  Senator  Dole  said,  it  is 
Federal  money,  who  cares. 

Mr.  Magee.  That,  unhappily,  is  our  impression,  yes. 

Senator  Dole.  Could  I  just  ask  about  Puerto  Rico.  Have  you 
taken  a  look  at  Puerto  Rico? 

Mr.  Magee.  Yes,  Senator. 

Senator  Dole.  Maybe  you  have  already  been  over  there.  They 
have  a  food  stamp  economy  there. 


1  See  p.  360  for  the  prepared  statement  of  Senator  Dole. 
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We  are  here  at  your  invitation  to  provide  information  on  the 
results  of  some  of  our  reviews  relating  to  the  Department  of  Agri- 
culture's food  stamp  program. 

We  also  want  to  offer  our  views  on  the  President's  proposed 
budget  reductions  affecting  this  particular  program. 

There  are  13  major  Federal  domestic  programs,  costing  many 
billions  of  dollars  a  year  that  provide  food. 

The  President  has  proposed  eliminating  the  overlap  between  food 
stamps  and  school  lunch  subsidies. 

We  agree  that  substantial  savings  would  be  possible  by  eliminat- 
ing this  overlap.  This  subject  was  included  in  our  June  1978  report, 
which  discussed  food  program  benefit  overlaps  and  gaps,  and  differ- 
ences in  program  eligibility. 

Our  review  showed  at  that  time  that  some  low-income  families 
participated  simultaneously  in  as  many  as  six  different  programs 
providing  food  assistance. 

We  found  that  for  households  whose  program  benefits  exceeded 
100  percent  of  thrifty  food  plan  costs,  multiple  program  combina- 
tions most  frequently  involved  food  stamps,  aid  to  families  with 
dependent  children,  school  lunch,  school  breakfast,  and  special 
milk. 

In  our  report  we  estimated  the  additional  costs  to  the  Federal 
Government  based  on  the  assumptions  we  described  in  that  report. 
We  noted,  however,  that  our  estimate  was  intentionally  conserva- 
tive, because  we  sought  to  avoid  overstating  potential  savings.  Dif- 
ferent assumptions  would  result  in  different  estimates. 

We  have  a  new  updated  estimate.  It  would  now  be  about  $566 
million  a  year. 

The  legislation  and  regulations  governing  the  various  Federal 
food  assistance  programs  contained  major  differences  in  basic  eligi- 
bility criteria  and  procedures.  Also,  although  all  of  the  programs 
are  either  totally  or  partially  directed  to  the  needy,  there  is  no 
single  uniform  definition  of  the  term  needy,  which  applies  to  all  of 
the  programs. 

Most  of  the  programs  have  income  standards  against  which  po- 
tential participants  are  measured,  but  such  standards  have  their 
limitations,  and  allowable  income  exclusions  and  deductions  are 
not  consistent  among  the  programs. 

Such  inconsistencies  can  create  inequities  and  administrative 
complications  and  confusion.  There  is  still  a  need  to  act  on  our 
earlier  recommendations. 

Another  area  of  potential  savings  that  was  discussed  was  the  use 
of  individualized  food  stamp  allotments.  By  regulation  and  law,  the 
uniform  stamp  allotments  are  based  on  thrifty  food  plan  costs  for  a 
model  four-person  household  consisting  of  two  adults,  a  man  and 
woman,  and  two  children. 

Uniform  allotments  for  households  of  other  sizes  are  computed 
from  the  four-person  household  allotment  level  with  adjustments 
for  economy  of  scale,  because  nutritional  needs  and  thrifty  food 
plan  costs  varied  depending  on  the  specific  sex  and  age  makeup  of 
the  household.  Use  of  uniform  food  stamp  allotments  could  enable 
some  families  with  low  nutritional  needs,  such  as  households  con- 
sisting of  a  mother  and  three  young  children  to  receive  more 
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Senator  Dole.  I  think  I  just  read  George  Gilder,  he  talks  about 
how  the  Roth-Kemp  approach  helped  their  economy  in  Puerto  Rico 
for  Operation  Bootstrap. 

I  think  it  is  really  the  food  stamp  program. 

The  Chairman.  We  thank  you  very  much,  gentlemen. 

Senator  Dole.  Will  that  be  made  a  part  of  the  record,  the  Puerto 
Rican  study? 

Mr.  Peterson.  We  will  make  it  a  part  of  the  record. 

[The  following  information  was  subsequently  received  by  the 

committee:] 

April  10,  1981. 

Hon.  Jesse  Helms, 

Chairman,  Committee  on  Agriculture,  Nutrition  and  Forestry, 

U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman:  Here  is  the  information  on  the  Puerto  Rico  Food  Stamp 
Program  that  you  requested  at  the  April  2,  1981,  hearing.  While  our  audits  in 
Puerto  Rico  have  identified  serious  problems  and  slow  corrective  action,  Common- 
wealth officials  have  developed  a  comprehensive  corrective  action  plan  and  are 
optimistic  that  program  administration  will  improve.  We  will  continue  to  monitor 
the  Puerto  Rico  program. 

Although  you  did  not  specifically  request  it,  I  am  also  including  brief  summaries 
of  our  computer  matching  work  in  Memphis  and  Nashville,  Tennessee,  and  Miami, 
Florida.  During  my  testimony,  I  briefly  addressed  computer  matching  as  a  means  to 
prevent  and  deter  fraud.  I  feel  very  strongly  that  computer  matching,  particularly 
at  the  time  of  the  initial  certification,  offers  the  best  possibility  of  detecting  fraud 
and  thereby  preventing  overissuances. 

The  1977  Food  Stamp  Act,  as  amended,  allows  the  Secretary  of  Agriculture  to 
require  food  stamp  applicants  to  provide  social  security  numbers  as  a  condition  for 
program  eligibility  and  allows  States  to  make  certain  computer  matches  using  the 
social  security  numbers.  Few  States  are  actually  utilizing  computer  matching  tech- 
niques in  Food  Stamp  Program  administration,  although  they  do  utilize  such  tech- 
niques in  other  programs  such  as  the  Aid  to  Families  with  Dependent  Children 
(AFDC).  I  believe  that  these  techniques  are  not  more  commonly  used  in  the  Food 
Stamp  Program  because  the  food  stamp  benefits  are  100  percent  Federal  dollars, 
while  States  share  in  the  AFDC  benefit  payments.  We  are  convinced  that  matching 
offers  the  most  effective  control  over  certification  error  and  overissuance,  as  our 
testimony  before  your  Committee  indicated.  Our  forthcoming  Semiannual  Report 
will  address  the  matter  in  more  detail. 

I  very  much  appreciated  the  opportunity  to  appear  before  your  Committee;  and  if 
I  can  be  of  further  assistance,  please  let  me  know. 
Sincerely, 

Robert  E.  Magee, 
Acting  Inspector  General 

Three  enclosures. 

Puerto  Rico  Food  Stamp  Program 

In  July  1979,  over  460,000  households  participated  in  the  Food  Stamp  Program  in 
the  Commonwealth  of  Puerto  Rico.  During  that  month  they  received  about  $62 
million  in  food  stamps,  about  10  percent  of  the  stamps  issued  that  month  in  the 
entire  country.  Because  of  the  size  and  the  history  of  problems  in  the  administra- 
tion of  the  program  in  Puerto  Rico,  we  have  monitored  the  program  almost  contin- 
ually since  July  1974,  when  the  Commonwealth  began  food  stamp  operations. 
During  the  past  year,  we  completed  another  major  review.  While  there  is  improve- 
ment to  report,  a  number  of  serious  problems  remain. 

Certification 

In  this  as  in  similar  audits  of  major  food  stamp  projects,  we  used  scientific 
statistical  sampling  to  determine  the  dollar  impact  of  certification  errors.  We  re- 
viewed 494  randomly  selected  case  files  for  the  month  of  July  1979  and  made  home 
visits  to  a  subsample  of  195  households. 

We  found  that  almost  30  percent  of  the  cases  we  reviewed  contained  errors. 
Projected  to  the  universe  of  participating  households,  we  estimated  with  95  percent 
confidence  that  coupons  ranging  in  value  from  $21.1  million  to  $30.7  million  were 
issued  to  clients  whose  case  files  contained  certification  errors.  There  were  two 
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frequent  sources  of  error — work  registration  and  determination  of  income.  Each 
accounted  for  about  40  percent  of  the  cases  in  which  errors  were  noted.  Since  OIG 
and  GAO  have  noted  errors  in  compliance  with  work  registration  requirements  in 
many  States,  some  explanation  is  in  order.  Failure  of  nonexempt  recipients  to 
register  for  work  is  normally  a  caseworker  problem  rather  than  a  matter  of  recipi- 
ent abuse.  The  problem  usually  stems  from  the  caseworker  failing  to  require  an 
applicant  to  complete  a  work  registration  form. 

Two  offices  we  visited  in  Puerto  Rico  did  not  require  members  of  households  to 
register  for  work  because  the  offices  did  not  have  the  required  forms.  Noncompli- 
ance can  also  result  from  an  incorrect  determination  that  a  household  is  exempt 
from  the  work  registration  requirement,  and  we  found  some  instances  of  this  as 
well.  These  errors  in  work  registration  do  not  generally  result  in  overissued  bene- 
fits, because  compliance  with  the  work  registration  requirement  does  not  produce 
savings  unless  the  household  member  actually  finds  employment.  Given  the  high 
unemployment  rate  in  Puerto  Rico,  actual  savings  would  probably  not  be  large. 
However,  work  registration  is  a  legal  requirement  and  there  is  no  excuse  for  not 
imposing  it. 

We  also  found  problems  in  the  treatment  of  income  in  40  percent  of  the  cases  in 
which  errors  were  noted.  These  included  computation  of  errors,  differences  in  the 
income  reported  to  the  caseworker  compared  with  earnings  disclosed  during  our 
home  visits,  and  acceptance  of  recipients'  statements  about  self-employment  without 
documentation.  If  work  registration  errors  are  excluded  but  other  errors  in  certifica- 
tion are  included  for  those  with  work  registration  omitted,  total  coupons  issued  to 
improperly  certified  households  amounted  to  $15.3  million. 

Reconciliation 

Prior  to  the  elimination  of  the  food  stamp  purchase  requirement  States  were 
required  to  reconcile  the  authorization  cards  redeemed  with  food  stamps  issued  and 
the  amount  of  cash  collections  turned  over  to  the  Federal  government.  When  we 
used  all  available  information  to  reconcile  cash  collections  and  coupon  issuances, 
shortages  of  $12.1  million  in  cash  and  $3.7  million  in  coupons  were  indicated  for  the 
period  from  July  1974  through  December  1978.  The  Food  and  Nutrition  Service  has 
billed  the  Commonwealth  of  Puerto  Rico  for  the  full  amount  of  the  shortage.  The 
actual  amount  to  be  collected  will  not  be  determined  until  some  time  in  the  future 
while  the  Commonwealth  continues  to  search  for  documentation  or  reconstruct  past 
transactions  to  account  for  the  shortages.  To  date  about  $2.3  million  of  the  cash 
shortage  has  been  explained.  OIG  is  continuing  to  review  Puerto  Rico's  documenta- 
tion. 

The  Commonwealth  has  developed  a  corrective  action  plan  to  deal  with  the  other 
problems  that  we  pointed  out.  That  plan  is  now  being  reviewed  by  the  Food  and 
Nutrition  Service.  Work  has  already  begun  on  the  correction  of  some  deficiencies. 

Last  May,  Public  Law  96-249,  which  requires  a  special  financial  audit  review  by 
OIG  of  any  "State"  where  participation  in  the  Food  Stamp  Program  exceeds  60 
percent  of  the  population,  was  enacted.  In  effect,  this  provision  applies  to  Puerto 
Rico  only  since  no  other  State  is  close  to  a  60-percent  participation  level.  We 
maintain  audit  and  investigative  staffs  in  Puerto  Rico  and  have  monitored  the 
program  almost  continuously  since  it  began.  We  will  continue  to  review  program 
operations  on  a  frequent  basis  even  if  the  60-percent  threshhold  is  not  reached 
because  of  the  size  of  the  program  in  Puerto  Rico  and  the  history  of  problems  in 
administration. 

Memphis  and  Nashville,  Tbnn. 

We  have  recently  completed  our  audit  fieldwork  on  food  stamp  operations  in 
Memphis  and  Nashville,  Tennessee.  At  both  locations,  we  utilized  computer  match- 
ing techniques  to  compare  income  reported  on  the  food  stamp  application  to  that 
reported  to  the  State  Employment  Security  Bureau.  In  March  1980,  there  were 
approximately  59,000  households  in  Memphis  and  22,000  households  in  Nashville 
participating  in  the  Food  Stamp  Program.  Our  matching  results  show  that  about 
1,570  households  underreported  their  income  for  food  stamp  purposes. 

About  75  of  these  cases  are  being  prosecuted  through  the  Federal  Court  system. 
These  cases  resulted  in  large  dollar  losses,  not  only  to  the  Food  Stamp  Program,  but 
also  to  Health  and  Human  Services  (HHS)  programs,  such  as  the  Aid  to  Families 
with  Dependent  Children  (AFDC),  Supplemental  Security  Income  (SSI)  and  Medic- 
aid. The  remaining  cases  are  being  handled  by  State  investigators  and  will  be 
prosecuted  in  the  State  court. 
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benefits  than  would  be  indicated  by  their  individual  thrifty  food 
plan  costs. 

Now,  in  contrast,  benefits  based  on  uniform  allotments  would 
probably  be  less  than  indicated  for  a  four-person  household  in 
which  the  children  were  all,  let's  say,  teenage  boys. 

In  our  1978  report,  we  estimated  the  savings  achievable  at  that 
time  by  using  individualized  rather  than  uniform  allotments.  If 
households  receiving  less  than  their  individualized  thrifty  food  plan 
costs  were  given  enough  extra  food  stamps  to  bring  their  allot- 
ments up  to  their  thrifty  food  plan  costs,  the  increased  monthly 
costs  would  be  about  $12.7  million. 

Correspondingly,  if  households  whose  food  stamp  allotments  were 
more  than  their  thrifty  food  plan  costs  had  their  allotments  re- 
duced to  their  thrifty  food  plan  level,  the  monthly  savings  would  be 
about  $60.1  million,  the  net  savings  in  food  stamps  to  the  Federal 
Government  at  the  time  of  our  1978  report,  of  about  $47.4  million  a 
month,  or  about  $570  million  annually. 

I  might  say  that  the  Congressional  Budget  Office  in  their  report 
in  1977  also  dealt  with  this  particular  issue.  Without  an  extensive 
update  of  our  earlier  study,  we  can  only  offer  an  educated  guess  of 
potential  savings. 

At  this  time  total  program  benefits  have  increased  about  92 
percent  since  we  analyzed  allotments  for  the  1978  report,  and  on 
this  basis,  annual  savings  from  individualized  allotment  might  well 
approach  the  $1  billion  mark. 

Now,  in  a  review  completed  in  1977,  we  assessed  efforts  to  identi- 
fy and  recover  overissuances  of  food  stamp  benefits.  At  that  time 
we  estimated  that  the  Government  was  losing  over  a  half  a  billion 
dollars  annually,  because  of  errors,  misrepresentation,  and  suspect- 
ed fraud  by  recipients,  and  because  of  errors  by  local  food  stamp 
offices. 

For  every  $100  of  the  more  than  $5  billion  in  benefits,  issued 
nationally  in  fiscal  year  1976,  overissuances  accounted  for  about 
$12,  only  about  12  cents  of  that  $12  had  been  recovered  at  that 
point  in  time. 

The  local  projects  we  reviewed  were  doing  little  to  identify  and 
recover  the  value  of  overissuances. 

Since  then  there  have  been  a  number  of  legislative  and  adminis- 
trative changes  to  deal  with  fraud  and  other  overissuances. 

According  to  recent  Agriculture  data,  State  recovery  of  overis- 
suances have  improved  somewhat. 

For  every  $100  of  the  nearly  $8.7  billion  in  benefits  issued  na- 
tionally in  fiscal  year  1980,  overissuances  accounted  for  about 
$10.20. 

About  46  cents  of  that  $10.20,  or  about  4.6  percent,  had  been 
recovered.  Overall  however  as  program  outlays  increased  overis- 
suances increased  and  reached  an  estimated  $887  million  that  year. 
We  are  talking  here  about  1980. 

A  few  days  ago  we  reported  to  you,  Mr.  Chairman,  on  the  cost  of 
the  food  stamp  benefits  to  households  containing  a  striker,  and  on 
fluctuations  in  striker  participation  in  the  program. 

From  historical  Agriculture  and  Labor  data,  we  estimated  for 
fiscal  year  1980  households  containing  a  striker  received  about  $37 
million  in  food  coupons. 
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suggesting  that  35  States,  or  whatever  the  number  it  is  that  have 
it,  that  we  employ  the  very  simple  process  and  ask  them  to  take 
the  card  out  of  their  wallet. 

Mr.  Eschwege.  Senator,  I  might  say  that  in  the  District  of  Co- 
lumbia they  have  used  this  for  some  time,  and  we  had  suggested 
over  2  years  ago  that  the  Department  should  go  into  the  District 
and  see  how  well  it  is  working  there,  but  I  am  not  aware  that  they 
ever  did. 

They  were  kind  of  slow  in  getting  this  thing  going.  It  has  been 
talked  about  for  years. 

Senator  Dixon.  Mine  is  a  big  State,  and  there  are  a  lot  of  food 
stamps  used  in  my  State,  and  I  would  simply  suggest  to  you  that 
certainly  my  State  would  be  a  place  that  you  could  employ  that 
appropriate  remedy. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Senator. 

Senator  Hawkins? 

Senator  Hawkins.  I  apologize  also  for  not  being  here  earlier. 

It  seems  to  be  a  rule  of  the  Senate  that  you  have  three  meetings 
at  the  same  time.  Secretary  Schweiker  was  appearing  before  the 
Labor  and  Human  Resources  Committee,  and  I  was  interested  in 
asking  him  quite  a  few  questions  about  the  emergency  health 
requirements  that  we  seem  to  have  in  Florida  with  the  Cuban- 
Haitian  influx,  and  he  has  a  new  recovery  program  that  we  needed 
to  discuss.  In  fact,  he  is  still  there,  and  I  am  supposed  to  go  back. 

My  concern  is  in  Florida  where  we  have  so  many  elderly  who  are 
really  a  very  proud  generation.  They  worked  very  hard  for  their 
money,  and  through  no  fault  of  their  own  find  themselves  forced 
almost  into  a  poverty  class,  and  yet  they  have  that  great  pride  that 
whenever  I  recommend  that  maybe  their  income  would  let  them 
qualify  for  food  stamps,  they  are  really  outraged  that  I  should  even 
suggest  that.  So  there  is  that  element  when  we  talk  about  the 
elderly,  because  they  were  raised  in  a  different  generation. 

Therefore,  I  am  wondering  when  we  discussed  keeping  the  fund 
intact  because  we  need  to  provide  for  those  that  need  assistance, 
the  truly  needy,  and  workfare  is  good  for  those  that  are  able  to 
work,  so  we  have  to  put  all  of  these  quotients  into  the  formula 
when  we  are  talking  about  the  truly  needy. 

We  find  in  Florida,  we  monitor  this  I  think  maybe  closer  than  in 
most  States,  that  fraud  is  probably  one  of  the  biggest  expenses  that 
we  have  had,  because  it  is  so  easy  to  get  food  stamps  and  there  is 
no  penalty  in  most  instances. 

I  was  wondering  what  your  experience  has  been  when  the 
stamps  are  mailed,  when  they  go  in  the  mailbox? 

Mr.  Sargol.  The  only  problem  we  have  seen  is  that  there  are 
thefts  out  of  the  mailbox. 

Senator  Hawkins.  That  is  the  only  one  that  you  have?  That  is 
the  only  problem  you  have,  they  are  stolen  out  of  the  mailbox? 

Is  there  any  figure  for  that? 

Mr.  Sargol.  No.  I  do  not  know  whether  OIG  has  any  numbers  on 
that,  but  we  do  not. 

Senator  Hawkins.  How  could  you  trace  that?  Could  they  call  and 
say  I  did  not  get  them  this  month,  and  is  there  an  automatic 
sending  of  the  second  set  in  case  you  do  not  get  the  first  set? 
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their  October  1980  interim  report  to  the  Congress  available  infor- 
mation showing  that  substantial  improvements  were  needed  both 
in  workfare  program  design  and  administrative  procedures. 

The  evaluation  contractor  and  one  of  the  project  sites  had  identi- 
fied in  separate  reports  earlier  in  1980  essentially  the  same  prob- 
lems that  are  discussed  in  my  full  statement  today  and  in  the 
appendix  to  my  statement. 

In  other  words,  legislative  exemptions  are  excessive,  sanctions 
are  ineffective,  and  the  30-day  job  search  is  unnecessary. 

Because  the  workfare  concept  cannot  be  said  to  have  been  fairly 
tested  until  a  sound  program  design  is  achieved  and  tested,  delays 
in  modifying  obvious  program  defects  should  not  be  allowed  to 
continue. 

This,  Mr.  Chairman,  is  a  summary  of  my  statement.  My  col- 
leagues and  I  would  be  very  glad  to  respond  to  any  questions. 

The  Chairman.  You  mentioned  strikers  and  their  eligibility  for 
food  stamps.  . 

We  have  a  fairly  large  company  in  North  Carolina  that  had  been 
struck,  and  we  had  received  a  number  of  reports  that  these  strikers 
received  food  stamps  immediately,  after  they  had  applied  for  them, 
so  that  bears  out  your  statement  that  we  have  not  eliminated  this 
problem  as  some  of  us  view  it. 

I  have  tried  to  run  a  total  in  my  mind,  as  you  went  down  the 
possible  reductions  in  the  cost  of  the  program,  and  I  came  up  with 
about  $2  billion  based  on  your  1978  study,  is  that  correct? 

Mr.  Eschwege.  Well,  I  wish  to  caution  you  that  these  are  esti- 
mates. 

I  think  that  the  figures  I  read  off  do  come  to  somewhat  over  $2 
billion. 

The  Chairman.  That  program  is  costing  about  half 

Mr.  Eschwege.  We  did  update  the  figures. 

The  Chairman.  So  this  is  based  on  current  figures? 

Mr.  Eschwege.  Yes.  In  some  cases,  we  took  the  mix  of  the  1978 
program,  but  we  were  not  sure  if  the  mix  remained  the  same  since 
the  program  increased  by  so  much.  The  figure  would  increase  by 
the  same  percentage. 

There  are  in  my  detailed  statement  some  additional  qualifica- 
tions, and  to  some  extent  you  really  have  to  use  these  figures  with 
some  caution,  but  it  is  fair  to  say  that  there  are  substantial 
amounts  involved. 

On  overissuances  I  would  like  to  just  point  out  that  you  are 
never  going  to  be  able  to  cut  out  all  of  the  overissuances,  but 
certainly  we  feel  you  can  do  a  much  better  job  on  them. 

The  Chairman.  I  believe  you  said,  it  is  on  page  5,  you  discussed 
individualized  allotments. 

Mr.  Eschwege.  Four  and  five,  yes. 

The  Chairman.  You  indicated  as  I  understand  that  about  25 
percent  are  receiving  too  little,  and  75  percent  are  receiving  too 
much? 

Mr.  Eschwege.  Yes,  based  on  the  thrifty  plan,  yes. 

The  Chairman.  This  is  answered  in  the  light  of  some  of  the 
claims  that  everybody  is  getting  too  little. 

What  is  the  penalty  for  fraudulent  misrepresentation,  is  it  3 
months? 
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Mr.  Sargol.  It  is  3  months  disqualification  for  the  particular 
individual  if  the  case  is  handled  administratively;  6  to  24  months  if 
decided  by  a  court. 

The  Chairman.  Have  you  evaluated  whether  it  ought  to  be 
longer? 

Mr.  Sargol.  We  think  that  is  mandated  by  law,  as  we  under- 
stand it. 

One  of  our  recommendations  that  is  listed  in  the  full  statement 
is  that  the  administration  be  given  flexibility  to  extend  the  sanc- 
tions. 

Mr.  Eschwege.  Mr.  Chairman,  I  might  add  there  is  one  program 
aspect  that  is  called  work  registration,  which  does  have  more 
severe  penalties,  especially  with  respect  to  not  only  taking  the  food 
stamps  away  from  the  individual  involved,  but  from  the  entire 
household. 

We  are  not  taking  a  position  on  it,  but  it  is  a  matter  that  you 
might  want  to  consider. 

The  Chairman.  I  have  a  copy  of  a  letter  from  GAO  dated  Octo- 
ber 14,  it  is  to  Paul  Findley,  in  which  GAO  said  that  the  organiza- 
tion known  as  Food  Resoarch  &  Action  Center,  FRAC,  violated 
laws  against  lobbying  with  Federal  funds,  is  that  correct? 

Mr.  Eschwege.  That  is  correct.  That  was  a  report  we  made  to 
Representative  Findley  and  19  other  Members  of  Congress  includ- 
ing yourself,  Mr.  Chairman. 

The  Chairman.  What  had  been  done  to  insure  that  this  money 
will  be  returned? 

Mr.  Eschwege.  Well,  we  talked  informally  of  course  to  the  Com- 
munity Services  Administration  (CSA)  which  granted  these  funds 
to  FRAC,  and  followed  up  recently  with  a  letter  by  our  lawyers  to 
see  whether  or  not  CSA  can  recover  the  Federal  funds  that  were 
involved  in  the  two  instances  where  our  lawyers  decided  that  there 
were  violations. 

Unfortunately  when  CSA  first  looked  at  what  we  had,  they  did 
not  agree  that  FRAC  violated  its  regulations  regarding  these  lobby- 
ing activities.  They  reviewed  their  lobbying  regulations,  and  in 
their  own  ruling,  published  in  the  Federal  Register  in  January, 
included  none  of  the  changes  in  the  regulations  that  we  felt  were 
needed  in  order  to  tighten  up.  But,  what  is  even  more  surprising  to 
us,  CSA  concluded  that  restrictions  against  lobbying  in  its  fiscal 
year  1981  grant  agreement  were  too  stringent,  and  it  waived  those 
restrictions  in  the  1981  agreement. 

What  I  am  really  saying  is  that  I  am  not  at  all  satisfied  with  the 
response  to  our  October  1980  report. 

We  have  followed  up,  and  we  are  awaiting  a  further  reply  from 
CSA. 

The  Chairman.  FRAC  was  lobbying  specifically  against  any  pro- 
posal to  require  able-bodied  food  stamp  recipients  to  do  a  little 
work  for  the  stamps,  workfare,  is  that  correct? 

Mr.  Eschwege.  That  is  correct. 

The  Chairman.  All  right. 

Senator  Leahy? 

Senator  Leahy.  I  would  like  to  take  exception  to  some  of  the 
GAO  testimony,  and  I  will  start  out  by  saying  I  am  probably  one  of 
the  biggest  fans  GAO  has  in  the  Senate,  even  when  I  disagreed 
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Senator  Leahy.  Would  not  the  practical  effect  of  the  proposal  be 
to  significantly  reduce  the  benefits  for  the  poorest  children  in  the 
country  who  reside  in  States  with  very  low  AFDC  benefit  levels? 

Mr.  Eschwege.  The  proposal  is  simply  to  recognize,  and  I  think 
Agriculture  and  everyone  does  recognize,  that  older  people  and 
very  young  children  do  not  consume  as  much  food  as  teenagers, 
and  the  proposal  also  recognizes  that  teenagers  do  not  get  enough 
food  in  these  instances.  So  we  are  telling  you  that  not  only  some 
people  are  getting  too  much,  we  are  telling  you  that  some  people 
are  getting  too  little. 

Senator  Leahy.  A  10-year-old  child  whose  calorie  intake  need 
each  day  is  certainly  more  than  mine. 

Mr.  Sargol.  Well,  I  just  want  to  make  the  point  that  the  food 
stamp  program  and  the  changes  that  we  were  discussing  are  predi- 
cated from  the  standpoint  that  the  food  stamp  program  and  these 
other  feeding  programs  are  not  supposed  to  bring  a  family's  total 
resources  up  to  or  above  a  poverty  level. 

They  are  supposed  to  provide  enough  resources  to  buy  food. 

Now,  if  the  food  stamp  program  is  to  take  the  place  of  shortages 
in  some  other  program,  then  that  is  another  problem. 

What  we  are  talking  about  here  though  is  trying  to  gage  this 
thing  into  what  Agriculture  has  carved  out  as  being  the  amount 
necessary  to  feed  people  of  different  sexes  and  ages. 

That  is  what  we  are  gearing  the  thing  to. 

Senator  Leahy.  Does  it  take  into  consideration  the  substantial 
proposed  cuts  in  the  school  lunch  programs  in  this  year's  budget? 

Mr.  Sargol.  It  takes  into  consideration  the  cuts  or  the  value  of 
the  subsidy  that  the  Federal  Government  is  currently  giving  to  the 
school. 

Mr.  Eschwege.  It  does  not  take  into  consideration  the  cuts  that 
are  being  proposed. 

Senator  Leahy,  I  know  you  do  not  want  an  answer  to  all  of  these 
questions  and  the  concerns  that  you  have  about  the  way  we  pro- 
jected these  figures,  right  now. 

We  are  familiar  with  some  of  these  concerns  because  they  were 
raised  by  officials  who  were  with  Agriculture  at  the  time  that  we 
made  this  report.  We  made  a  special  effort  to  try  to  address  these 
concerns  at  that  time.  If  you  want  us  to  or  the  chairman  wants  us 
to,  we  can  provide  some  response  for  the  record. 

The  Chairman.  I  would  suggest  a  copy  of  the  comments  by 
Senator  Leahy  be  made  available  to  you,  and  I  would  request  that 
you  give  a  detailed  response  to  each  one  of  his  comments. 

Senator  Leahy.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Senator  Hayakawa? 

Senator  Hayakawa.  I  do  have  one  question. 

Mr.  Eschwege,  granted  the  idea  of  food  stamp  benefits  you  are 
considering,  there  would  undoubtedly  be  some  administrative  ex- 
pense; and  I  take  it  you  have  evaluated  the  benefits  for  client  by 
client. 

Mr.  Eschwege.  There  will  be  some  more  administrative  expense, 
but  overall  we  are  talking  about  a  lot  of  money  here.  It  would  be 
cost  effective.  You  could  establish  tables  that  could  be  used  to  fit 
the  particular  size  and  makeup  of  the  families. 
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Senator  Hayakawa.  And  according  to  the  preliminary  estimates 
that  you  made,  is  this  going  to  save  a  lot  of  money,  or  is  it  going  to 
be  more  costly,  because  you  are  going  to  find  a  lot  of  people  are  not 
getting  the  food  stamps  they  are  entitled  to? 

Mr.  Sargol.  It  is  going  to  save  money,  sir.  It  will  save  a  lot  of 
money. 

Mr.  Eschwege.  We  are  in  fact  using  Ajgriculture  data  in  develop- 
ing these  projections  which  show  that  children  1  to  2  years  and  3  to 
5  years  of  age  have  different  intake  of  calories  than  teenagers,  and 
so  forth. 

Senator  Hayakawa.  It  will  require 

Mr.  Sargol.  It  should  be  tested.  That  is  what  we  call  for  in  the 
report.  Some  of  the  tables  are  available,  and  we  think  it  should  be 
tested. 

Senator  Hayakawa.  Has  it  been  tested  as  yet? 

Mr.  Eschwege.  No;  it  has  not. 

Mr.  Sargol.  We  recommended  that  it  be  tested  back  in  1978. 

Senator  Hayakawa.  How  large  a  test? 

Mr.  Sargol.  We  would  leave  that  up  to  the  agency.  They  are 
probably  best  able  to  say. 

Senator  Hayakawa.  And  where? 

Mr.  Sargol.  Wherever  they  would  want  to  do  it. 

Senator  Hayakawa.  I  hope  you  are  right. 

It  sounds  like  a  good  idea.  If  it  is,  it  could  be  cost  effective. 

You  can  assure  me  that  it  will? 

Mr.  Eschwege.  We  have  every  indication  that  it  will  be,  yes. 

Senator  Hayakawa.  Thank  you  very  much,  Mr.  Chairman. 

The  Chairman.  One  problem  in  terms  of  the  public  understand- 
ing of  this  program  and  others  is  that  the  media  and  other  spokes- 
men talk  in  term  of  the  hard-heartedness  in  trying  to  save  6  cents 
here  per  person  and  5  cents  there,  and  when  you  look  at  an 
enormous  program  like  this  and  the  millions  and  billions  of  dollars 
involved,  now,  indexing  alone,  everytime  the  cost  of  living  is  in- 
dexed 1  percent,  it  costs  the  taxpayers  $2  billion,  and  it  is  not  hard- 
heartedness,  the  hard-heartedness  involved  in  this  Senate  doing 
nothing  is  continuing  the  spiral  of  inflation,  which  deficit  financing 
has  played  a  large  role,  and  of  course  we  hear  only  one  side 
usually. 

A  great  many  of  the  media  presentations  are  certainly  by  the 
advocates  of  these  programs,  and  they  would  have  you  believe  that 
this  proposal  is  just  to  gut  the  program,  when  as  a  matter  of  fact 
what  the  President  has  proposed,  as  I  understand  it,  represents  a 
313-percent  increase  in  social  spending  since  1970,  so  it  is  time  that 
we  looked  at  the  total  arithmetic  and  began  to  bear  in  mind  that  if 
we  do  not  get  the  economy  of  this  country  straightened  out,  there 
will  not  be  any  economy. 

We  will  have  nothing  to  finance  anything  with. 

Senator  Dixon? 

Senator  Dixon.  Mr.  Chairman,  I  apologize  for  not  being  here  to 
hear  Mr.  Eschwege's  testimony,  and  as  a  consequence  of  that  my 
questions  will  be  very  limited. 

I  have  not  even  had  time  to  hurriedly  go  through  your  state- 
ment, but  may  I  ask  whether  you  have  suggested  figures  that 
would  accommodate  some  of  the  things  you  talk  about  here,  such 
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as  the  overlap  between  food  stamps  and  school  lunch  subsidies,  is 
that  part  of  your  testimony? 

Mr.  Eschwege.  Yes;  we  have  done  that  with  some  caution  point- 
ing out  that  they  are  estimates  at  best,  in  some  cases  educated 
guesses  really. 

Senator  Dixon.  Have  you  made  those  available? 

Mr.  Eschwege.  They  are  in  the  statement.  We  are  trying  to  give 
them  as  an  order  of  magnitude  that  we  might  be  talking  about. 

Senator  Dixon.  So  that  somewhere  in  this  statement  you  dis- 
cussed what  you  considered  the  savings  that  would  be  achieved  by 
eliminating  that  particular  overlap  of  the  food  stamp  subsidy? 

Mr.  Eschwege.  Yes,  in  some  cases  we  talk  about  savings,  in 
other  cases  we  talk  for  instance  about  overissuances,  where  it  is 
obvious  we  are  not  going  to  reduce  those  down  to  zero. 

We  are  going  to  have  to  make  further  progress  to  get  them  down, 
but  you  are  never  going  to  get  them  down  all  the  way. 

Senator  Dixon.  But  the  essence  of  your  statement,  as  I  hurriedly 
look  through  it,  is  a  suggestion  of  a  variety  of  things,  such  as  that 
overlap,  taking  into  account  the  different  eating  habits  of  the 
elderly  and  the  young  compared  to  a  teenager  and  a  variety  of 
other  things,  as  you  suggest,  if  I  understand  the  essence,  would  not 
take  away  the  food  stamp  from  a  needy  person  who  needs  it  to 
meet  their  nutritional  requirements,  but  would  avoid  what  you 
consider  to  be  expenditures  that  are  not  warranted  to  meet  those 
requirements,  is  that  substantially  it? 

Mr.  Eschwege.  Senator,  that  is  substantially  correct.  We  are  not 
a  hundred  percent  sure  how  these  would  turn  out.  That  is  why  we 
are  in  some  cases  suggesting  that  Agriculture  test  first  before  going 
full  force,  because  certainly  we  do  not  want  to  take  away  food  from 
needy  people. 

I  might  just  add,  this  is  my  own  personal  opinion,  that  if  you 
give  people  more  food  stamps  than  they  feel  they  need,  you  may 
have  another  reason  why  these  food  stamps  get  diverted  to  sources 
that  certainly  should  not  have  them. 

Senator  Dixon.  Give  me  an  example  of  that. 

Mr.  Eschwege.  Well,  what  I  am  merely  saying  is  that  if  a 
household  of  four  with  two  small  children  gets  more  in  the  way  of 
food  stamp  allowances  than  they  really  need,  they  may  well  decide, 
and  this  is  conjecture,  that  they  will  peddle  their  food  stamps  to 
someone  who  is  willing  to  give  them  some  cash  for  them. 

Senator  Dixon.  I  see. 

Senator  Jepsen.  Mr.  Chairman,  if  I  may,  I  would  like  to  ask  one 
thing  while  the  GAO  representatives  are  here.  Would  you  discuss 
just  briefly  the  net  worth  statement,  or  net  worth  involved  in 
eligibility? 

I  will  give  you  a  specific  reason  for  asking  that.  In  Iowa,  we  have 
people  who  are  getting  full  food  stamps  who  are  worth  millions  of 
dollars,  and  who  have  three  or  four  farms. 

Is  there  any  net  worth  statement  or  something  like  that  that  you 
can  work  into  the  eligibility  provisions? 

Mr.  Eschwege.  Well,  there  are  provisions,  sir,  in  the  eligibility 
criteria  to  insure  that  food  stamp  families  do  not  make  more  than 
a  certain  amount  of  money. 
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Senator  Jepsen.  Well,  that  does  not  hack  it.  You  know  they  are 
worth  millions  of  dollars,  and  they  pay  no  taxes  because  they  have 
no  income.  They  work  it  out  so  that  they  have  no  income. 

Mr.  Eschwege.  I  think  what  you  are  saying  is  some  of  the 
criteria  is  not  being  applied. 

Senator  Jepsen.  Well,  there  must  be  an  answer.  This  program 
should  provide  only  for  the  truly  needy,  I  think  that  somehow  or 
other  we  have  to  inject  an  element  of  net  worth. 

We  have  folks  worth  millions  of  dollars,  and  I  guess  we  have  less 
in  Iowa  than  in  any  place  else,  but 

Mr.  Sargol.  That  should  not  be,  Senator.  There  are  asset  limita- 
tions in  the  program. 

Senator  Dixon.  Fraud  is  occurring  is  what  the  Senator  is  sug- 
gesting. 

Mr.  Sargol.  If  what  he  is  saying  is  happening,  something  is  very 
wrong.  $1,500  in  assets  is  your  maximum,  plus  the  house  you  live 
in,  plus  an  automobile.  That  is  about  it. 

Anything  over  and  above  that  would  make  you  ineligible  for  food 
stamps. 

Senator  Dixon.  It  should  make  you  ineligible. 

Mr.  Sargol.  Yes,  it  should  make  you  ineligible.  There  are  very 
strict  asset  limitations;  however,  income-producing  assets  are  ex- 
cluded from  the  limitations. 

Senator  Jepsen.  In  your  opinion  is  that  a  problem? 

Mr.  Eschwege.  Well,  we,  of  course,  know  of  cases  where  people 
commit  fraud  and  do  not  disclose  all  of  their  assets  and  their 
income,  but  the  criteria  is  there.  The  question  is  one  of  implemen- 
tation followed  up  by  the  Department,  to  ensure  that  what  people 
say  on  their  statement  is  in  fact  the  truth.  Also,  there  could  be  a 
problem  regarding  income-producing  assets. 

Senator  Jepsen.  The  question  is:  How  do  you  get  at  that? 

The  Chairman.  I  understand  land  is  exempted. 

Mr.  Sargol.  If  you  live  on  the  land,  yes. 

Senator  Pryor.  Your  own  home. 

Senator  Jepsen.  Of  course.  That  is  why  I  said  early  on.  It  is 
difficult  to  get  at.  When  you  start  talking  about  a  net  worth 
statement  involved  in  eligibility,  you  have  to  be  careful. 

It  is  difficult  for  senior  citizens  to  hold  on  to  the  homes  they 
have  worked  hard  and  saved  and  paid  for,  with  inflation  surround- 
ing them  and  the  utility  bills  and  the  taxes  going  up.  Certainly  you 
would  not  want  to  apply  a  blanket,  but  at  the  same  time  there  are 
folks  literally  worth  millions  of  dollars  who  are  collecting  food 
stamps.  That  is  not  right  either.  They  are  not  the  people  I  call  the 
truly  needy.  In  fact,  the  truly  needy  would  like  to  have  some  of 
their  problems. 

Thank  you,  Senator.  Thank  you  for  your  indulgence,  Mr.  Chair- 
man. 

Senator  Dixon.  Just  one  more  question,  and  again  I  apologize.  I 
want  you  to  know  I  will  read  this  statement  thoroughly.  I  thank 
you  for  your  indulgence  to  let  me  ask  you  questions  without  having 
read  your  testimony. 

Somewhere  here  I  saw  in  quickly  paging  through,  something 
about  a  photo  identification  program. 

Mr.  Eschwege.  Yes,  sir. 
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Mr.  Sargol.  Yes. 

Senator  Hawkins.  So  I  can  call  you  up  on  the  telephone  and  say 
I  did  not  get  my  stamps  this  month,  they  are  not  in  the  mailbox? 

Mr.  Sargol.  I  am  not  sure  you  can  do  it  over  the  phone,  or  if  you 
must  come  in  and  report  the  theft.  I  do  not  really  know,  but  you 
can  get  replacement. 

Mr.  Eschwege.  Of  course,  this  is  a  problem  too,  Senator,  because 
people  can  abuse  this  kind  of  procedure. 

Senator  Hawkins.  That  is  my  point.  No.  1,  why  do  we  mail  them, 
why  can't  we  pick  them  up? 

Mr.  Eschwege.  I  would  think  that  perhaps  in  Florida,  it  is 
because  you  have  an  aged  group.  In  some  cases  they  need  to  be 
mailed  if  no  one  can  pick  them  up. 

In  other  cases,  in  rural  areas  particularly,  I  would  think  that  it 
would  save  quite  a  bit  of 

Senator  Hawkins.  Don't  I  have  to  say  I  want  them  mailed  to  me, 
do  I  have  a  preference  picking  them  up  or  having  them  delivered? 

Mr.  Sargol.  I  don't  know.  I  think  in  some  places  they  are  just 
mailed  totally. 

Senator  Hawkins.  Totally  mailed? 

Mr.  Sargol.  I  think  so. 

Senator  Hawkins.  Would  you  favor  allowing  law  enforcement 
officials  access  to  food  stamp  applications  for  the  purpose  of  verify- 
ing the  information  that  is  contained  on  them? 

Mr.  Eschwege.  Yes. 

Senator  Hawkins.  Do  you  have  any  figures  on  how  much  fraud 
there  is  on  the  application  in  overstating  need? 

Mr.  Sargol.  We  know  what  the  total  overissuances  are.  We  can 
give  you  an  estimate'  on  that,  but  that  is  everything,  mistakes, 
errors,  by  whoever.  In  1980  it  was  $886  million. 

Senator  Hawkins.  $886  million? 

Mr.  Sargol.  Yes.  That  is  the  amount  of  benefits  that  were  ob- 
tained incorrectly,  should  not  have  gone  to  the  household,  but  did 
for  one  reason  or  another. 

Senator  Hawkins.  Is  there  a  penalty  if  they  overstate  their 
needs? 

Mr.  Sargol.  No;  unless  it  was  deliberate. 

Mr.  Eschwege.  There  is  a  penalty  if  there  is  fraud.  The  appli- 
cant I  believe  has  to  repay  whatever  the  court  orders.  Also,  the 
recipient  can  be  suspended  from  the  program. 

Senator  Hawkins.  Permanently? 

Mr.  Eschwege.  No;  3  months  for  administrative  adjudication  and 
6  to  24  months  for  court-adjudicated  fraud. 

Senator  Hawkins.  And  then  he  could  apply  again? 

Mr.  Eschwege.  They  have  to  justify  again  on  what  basis  they  are 
eligible  for  food  stamps.  The  total  family  is  not  removed.  It  is  just 
the  one  individual. 

Senator  Hawkins.  Let's  say  if  it  is  a  family  with  two  parents  and 
two  teenagers,  or  the  family  of  four  that  you  are  talking  about 
with  two  small  children — who  is  the  person  that  is  penalized  if  you 
find  that  there  has  been  overpayment  of  needs? 

Mr.  Sargol.  One  of  the  two  adults,  whichever  one  is  represented 
as  being  head  of  the  household  and  applies  for  food  stamps. 
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If  that  individual  provides  incorrect  information,  and  that  turns 
out  to  be  fraudulent,  then  the  benefits  for  that  one  individual  are 
removed  from  the  total  household  benefits. 

Senator  Hawkins.  How  do  you  find  out  they  overstate  their 
needs,  now  today,  under  the  current  law? 

Mr.  Sargol.  Under  the  current  law,  it  is  difficult.  The  verifica- 
tion procedures  are  very  difficult.  You  have  got  to  go  and  check  the 
information  on  the  application.  If  the  information  is  not  on  that 
application,  it  is  very  difficult  to  check. 

Senator  Hawkins.  Can  you  spot  check  them? 

Mr.  Sargol.  Well,  they  are  supposed  to  check  them  all.  They  are 
supposed  to  check  the  income  that  is  reported. 

This  is  often  done  through  a  phone  call.  It  is  sometimes  done  by 
reference  to  a  pay  slip  or  something  like  that  which  the  individual 
presents. 

In  some  matters  the  local  people  have  been  precluded  from  veri- 
fying some  things  unless  there  was  some  inconsistency  in  the  appli- 
cation. 

For  example,  the  number  of  individuals  in  the  household.  If  you 
came  in  and  reported  the  number  of  individuals  in  the  household, 
and  the  case  worker  had  no  really  good  basis  for  suspecting  that 
was  not  accurate,  they  were  not  authorized  to  go  and  check  wheth- 
er in  fact  that  was  correct. 

Senator  Hawkins.  They  are  not  authorized  to  check? 

Mr.  Sargol.  They  were  not.  There  have  been  some  changes  in 
recent  law,  and  some  of  that  will  be  rectified,  I  believe. 

Senator  Hawkins.  Let's  say  you  were  a  mother  claiming  six 
children  and  indeed  you  only  had  three,  there  is  no  way  you  could 
check? 

Mr.  Sargol.  In  the  past  you  were  not  allowed  to. 

Mr.  Eschwege.  The  1980  amendments  do  provide  for  additional 
verification  procedures,  Senator.  One  of  the  problems  we  find  is 
that  it  takes  so  long  from  the  time  the  law  is  enacted  until  the 
Department  proposes  regulations  and  then  finally  issues  regula- 
tions, some  of  these  are  not  coming  out  until  June  1981. 

Senator  Hawkins.  My  time  has  expired. 

The  Chairman.  I  might  mention  in  terms  of  the  cost  of  theft 
from  the  mails,  there  is  one  county  which  may  or  may  not  be 
roughly  the  average  in  North  Carolina,  Wayne  County,  and  they 
discovered  they  are  losing  $4,000  a  month  in  that  one  county,  and 
there  are  100  counties  in  North  Carolina.  You  multiply  that  by  12, 
and  that  goes  back  to  what  we  said  earlier,  all  of  these  bits  and 
pieces  totals  billions  of  dollars,  and  that  is  what  we  are  talking 
about. 

We  need  to  tighten  the  program  up.  We  have  to  move  along. 

Thank  you  very  much,  gentlemen. 

Senator  Leahy.  Mr.  Chairman,  I  would  like  to  follow  up  on  one 
question  of  Senator  Hawkins  to  clarify  the  record. 

A  number  of  the  regulations,  a  number  of  the  things  that  Sena- 
tor Hawkins  has  referred  to,  were  not  in  effect  at  the  time  you 
made  the  study,  but  as  of  January  of  this  year  a  number  of  new 
regulations  came  into  effect,  is  that  correct? 
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Mr.  Eschwege.  Senator,  there  were  some  some  regulations  which 
came  into  effect  and  some  that  were  proposed.  The  latter  are  not 
finalized. 

Senator  Leahy.  And  then  there  was  also  another  regulation  to 
tighten  up  verification.  And  another  to  sanction  States  with  high 
error  rates  which  was  one  of  the  first  regulations  frozen  as  I 
understand  it  by  the  Reagan  administration,  and  was  unfrozen 
finally  3  days  ago,  is  that  correct? 

Mr.  Eschwege.  I  am  not  aware  that  they  were  unfrozen,  but 
there  are  some  that  were  frozen. 

Senator  Leahy.  I  asked  Secretary  Block  yesterday,  and  there  was 
some  concern  that  one  of  the  regulations  based  on  the  law  that  we 
had  passed  through  the  Congress  last  year  to  tighten  up  fraud  and 
waste,  was  one  of  the  first  regulations  frozen  by  the  new  adminis- 
tration. He  assured  us,  and  I  asked  the  question  the  day  before 
when  he  came  in,  that  just  prior  to  my  asking  the  question  for  the 
record,  the  regulation  was  unfrozen,  a  happy  coincidence,  because 
we  do  want  to  tighten  up  on  the  questions  of  fraud  and  abuse. 

Thank  you. 

Mr.  Crowley.  Senator,  this  statement  is  updated  as  of  today.  It 
includes  the  regulations  that  were  published  in  January. 

Senator  Leahy.  Including  the  ones  unfrozen  2  days  ago? 

Mr.  Eschwege.  No,  the  regulations  unfrozen  2  aays  ago  are  not 
included. 

The  Chairman.  Thank  you  very  much. 

Our  next  witness  is  Bob  Greenstein,  Project  on  Food  Assistance 
and  Poverty. 

Without  objection,  since  we  are  moving  rather  slowly,  the  Chair 
will  limit  himself  to  5  minutes  of  questioning,  if  that  is  all  right, 
and  the  other  Senators,  I  would  hope  we  can  move  along,  because 
we  have  people  who  traveled  here,  and  Bob  has  been  before  this 
committee  so  many  times,  he  knows  he  has  about  10  minutes,  and 
he  has  a  prepared  statement. 

STATEMENT  OF  ROBERT  GREENSTEIN,  DIRECTOR,  PROJECT  ON 
FOOD  ASSISTANCE  AND  POVERTY 

Mr.  Greenstein.  Mr.  Chairman,  I  would  like  to  submit  it  for  the 
record  rather  than  read  it. l 

The  Chairman.  Then  you  can  summarize  it. 

We  welcome  you,  and  it  is  good  to  see  you. 

Mr.  Greenstein.  Mr.  Chairman,  I  am  Robert  Greenstein,  as  you 
know,  formerly  the  Administrator  of  the  Food  and  Nutrition  Serv- 
ice and  currently  the  director  of  the  Project  on  Food  Assistance 
and  Poverty,  which  studies  and  focuses  on  food  programs,  particu- 
larly in  terms  of  their  impact  on  low-income  Americans. 

I  really  would  like  to  submit  my  statement  for  the  record  and 
summarize  it  and  possibly  provide  some  additional  information 
such  as  in  regards  questions  on  mail  losses,  and  so  forth,  that 
Senator  Hawkins  has  raised,  which  I  think  would  be  of  interest. 

Senator  Dixon.  Pardon  me,  Mr.  Greenstein. 

Does  the  Chair  have  copies  of  your  statement?  I  do  not  have  one 
nor  does  my  staff. 

[Statement  handed  over.] 


1  See  p.  388  for  the  prepared  statement  of  Mr.  Greenstein. 
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Senator  Dixon.  Thank  you. 

Mr.  Greenstein.  Mr.  Chairman,  before  getting  into  the  specifics 
of  some  of  the  food  stamp  proposals  before  the  committee,  I  would 
simply  like  to  comment  that  there  has  been  a  great  deal  of  concern 
or  controversy  about  whether  the  administration's  budget  propos- 
als overall  do  protect  those  who  are  truly  in  need,  and  much  of  the 
attention  on  this  has  focused  on  the  administration's  statements 
that  they  have  maintained  a  safety  net  for  the  poor,  because  there 
are  seven  basic  problems  that  will  not  be  cut,  such  as  social  secu- 
rity and  medicare. 

We  have  just  completed  an  analysis  of  all  of  the  census  data  on 
this,  and  of  course  most  of  these  programs  primarily  focus  on 
elderly  people  who  are  not  poor,  programs  like  medicare  that  are 
not  means  tested.  Most  who  get  aid  under  these  programs  are  not 
poor,  and  what  we  have  found  unfortunately  is  that  64  percent  of 
all  people  below  the  poverty  line,  or  16  million  Americans  living 
below  the  poverty  line,  either  get  nothing  from  any  of  these  seven 
programs,  or  at  most  a  free  lunch.  A  free  lunch  is  not  a  safety  net 
in  and  of  itself. 

What  heightens  our  concern  is  that  programs  such  as  food 
stamps  which  along  with  AFDC  and  SSI  and  similar  programs 
really  constitutes  the  true  safety  net  for  people  below  the  poverty 
line,  is  where  a  number  of  the  cuts  are  concentrated. 

A  couple  of  other  preliminary  observations  I  would  like  to  make 
before  getting  into  the  specific  proposals,  is  that  while  the  food 
stamp  program  has  certainly  grown  in  cost  in  recent  years,  the 
major  impact  on  this  has  been  the  state  of  the  economy. 

The  Department's  own  figures  are  that  each  1  percent  in  food 
prices  adds  $148  million  in  costs,  and  each  1  percent  increase  in 
unemployment  adds  $580  million  in  costs. 

An  update  of  the  Department's  analyses  shows  that  if  inflation 
and  unemployment  had  held  the  levels  predicted  in  1977,  when  the 
1977  Food  Stamp  Act  was  passed,  then  the  cost  to  the  food  stamp 
program  in  the  current  fiscal  year  would  be  $7.2  billion  rather 
than  $11  billion. 

A  final  preliminary  observation  is  that  the  administration's  pro- 
posals include  a  proposal  to  eliminate  households  with  gross  in- 
comes over  130  percent  of  the  povertv  line. 

I  think  it  is  important  to  note  that  this  proposal  accounts  for 
only  15  percent  of  the  savings  in  the  administration's  package  of 
budget  cuts  in  food  stamps. 

Senator  Leahy.  What  percent? 

Mr.  Greenstein.  Fifteen  percent. 

The  point  I  am  making  is  that  85  percent  of  the  reductions  come 
from  households  with  gross  incomes  below  130  percent  of  the  pover- 
ty line,  and  since  the  Department  data  shows  very  few  households, 
fewer  than  10  percent  of  the  caseload,  between  100  and  130  percent 
of  poverty,  indeed  the  great  bulk,  probably  about  80  percent  of  the 
savings  come  from  households  with  gross  incomes  below  the  pover- 
ty line  itself. 

I  would  certainly  agree  that  a  number  of  the  proposals  advanced 
by  the  administration  for  cutting  the  food  stamp  program  do  have 
merit,  but  I  am  particularly  concerned  about  those  proposals  which 
cut  some  of  the  poorest  families  far  below  the  poverty  line  and 
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would  cause  real  hardship,  and  I  would  hope  the  committee  would 
take  a  serious  look  at  that. 

The  most  troubling  of  these  is  the  proposal  you  just  heard  some 
discussion  of,  to  reduce  food  stamp  benefits  for  families  with  school- 
children on  the  grounds  that  these  children  receive  a  school  lunch 
or  can  receive  a  school  lunch  as  well  as  food  stamps  and  are 
getting  more  food  stamps  than  they  need. 

I  think  an  analysis  of  the  data  indicates  that  it  is  not  the  case 
that  there  families  are  getting  more  than  they  need.  This  proposal 
reduces  food  stamp  benefits  $12  per  month  for  a  low-income  child, 
which  is  more  than  a  quarter  of  the  average  monthly  per  person 
food  stamp  benefit. 

In  many  parts  of  the  country,  a  lot  of  the  people  affected  will  be 
single  mothers  with  dependent  children,  people  who  are  on  the  aid 
to  families  with  dependent  children  program. 

That  program  pays  low  benefits.  There  is  not  one  State  in  the 
country  in  which  the  combined  AFDC  and  food  stamp  benefits 
equals  the  poverty  line. 

In  most  of  the  Southern  States,  AFDC  benefits  are  15  to  30 
percent  of  the  poverty  line.  These  are  some  of  the  poorest  families 
in  the  country,  and  this  proposal  will  reduce  their  total  AFDC  and 
food  stamp  benefits  by  10  percent. 

One  further  fact  here  that  is  quite  important  is  that  the  Depart- 
ment's own  impact  data,  which  is  now  becoming  available,  shows  if 
you  take  the  poorest  families  in  the  country — those  with  gross 
incomes  below  50  percent  of  the  poverty  line — 43  percent  of  all 
these  food  stamp  households  with  gross  incomes  below  half  the 
poverty  line  have  their  benefits  cut  under  this  proposal. 

We  are  talking  about  mothers  and  dependent  children  living  on 
$2,000,  $3,000,  and  $4,000  a  year,  suffering  $300  to  $400  a  year  loss 
of  food  stamp  benefits. 

In  the  South  over  half  of  all  households  who  have  gross  incomes 
below  half  the  poverty  line  have  their  benefits  cut  under  this 
proposal. 

The  administration  has  defended  it  by  contending  that  there  is  a 
duplication  in  food  stamp  and  school  lunches.  I  do  not  believe  that 
is  a  strong  argument.  The  average  food  stamp  benefit  today  is  45 
cents  per  person  per  meal.  The  maximum  is  64  cents  if  you  have  no 
cash  income  at  all. 

The  Department  just  completed  a  national  household  food  con- 
sumption survey;  it  is  done  every  10  years.  It  found  that  over  90 
percent  of  all  households  whose  expenditures  for  food  were  at  the 
level  of  maximum  food  stamp  allotment  did  not  get  the  recom- 
mended daily  allowances  for  the  basic  nutrients. 

Two-thirds  did  not  even  get  80  percent  of  the  RDA's,  if  they 
spent  for  food  at  that  level.  Food  expenditures  at  that  level,  the 
survey  data  showed,  simply  are  not  currently  providing  three 
meals  a  day  that  are  adequate  for  the  whole  month  for  these  very 
low-income  families  at  30,  40,  50,  60  percent  of  poverty.  Providing  a 
school  lunch  as  well  as  food  stamps  for  poor  dependent  children 
living  at  $3,000  a  year  income  is  not,  I  believe,  a  waste  or  extrava- 
gance. This  is  not  the  place  where  we  really  should  be  concentrat- 
ing on  cutting  the  budget. 


Digitized  by 


Google 


121 


A  second  proposal  that  we  are  very  concerned  about  because  of 
its  impact  on  the  poorest  families  is  the  proposal  that  would 
change  the  excess  shelter  deduction. 

The  current  food  stamp  program  provides  an  excess  shelter  de- 
duction in  the  amount  by  which  actual  shelter  costs  exceed  50 
percent  of  the  household's  net  income,  to  a  maximum  of  $115  a 
month.  The  maximum  is  adjusted  to  reflect  changes  annually  in 
shelter  and  utility  costs,  but  the  administration  is  proposing  to  end 
the  adjustment.  If  heating  bills  rise  rapidly,  especially  if  gas  dereg- 
ulation is  accelerated,  households  will  have  less  disposable  income 
to  buy  food.  Currently  that  is  reflected  in  your  food  stamp  benefit, 
but  it  no  longer  would  be  reflected  under  the  administration  pro- 
posal. 

You  no  longer  would  have  any  adjustment  in  your  food  stamps, 
although  your  income  would  be  less. 

In  New  England  the  Department's  data  shows  that  half  of  all 
households  currently  are  at  the  maximum  shelter  deduction.  In 
other  regions  of  the  country,  about  a  quarter  are  at  the  maximum. 
Most  of  these  are  below  the  poverty  line,  and  they  would  also  have 
their  benefits  cut. 

I  would  skip  over  a  number  of  the  other  proposals,  I  would  just 
like  to  finish  by  commenting  on  a  few  other  things  that  came  up 
this  morning. 

There  has  been  discussion  in  the  last  half  hour  in  the  committee 
of  the  individualizing  of  allotments  by  age  and  sex. 

The  GAO  talked  about  that.  I  think  it  is  important  to  know  they 
call  for  a  test,  not  a  full-scale  adoption. 

I  think  two  key  points  need  to  be  noted  there.  In  1975  under  the 
Ford  administration  the  Department  proposed  a  series  of  options 
on  allotments  and  asked  for  comment.  This  proposal  was  one  of 
those  options,  and  it  received  2,000  comments,  a  very  unusual 
response. 

Two  thousand  opposed,  zero  in  favor.  Virtually  every  State  in  the 
country  commented,  virtually  every  State  administrator  was 
strongly  opposed,  feeling  this  would  cause  very  serious  administra- 
tive problems. 

The  second  point  is  that  it  would  reduce  the  benefits  for  young 
children  and  for  the  elderly- 

Now,  the  GAO  noted  that  they  looked  at  a  USDA  table  showing 
that  these  people  did  not  need  as  much.  However,  many  elderly 
persons  have  special  dietary  needs  where  they  have  special  diets, 
and  this  is  not  included  in  the  USDA  table. 

In  1973  the  Senate  passed  an  amendment  to  increase  food  stamp 
allotments  for  the  elderly,  because  of  their  .special  needs,  but  it  was 
rejected  in  conference. 

I  think  there  is  great  danger  in  cutting  the  food  stamp  benefits 
of  the  elderly  on  the  basis  of  a  theoretical  table  that  shows  that 
some  people,  because  they  weigh  less  and  they  are  older,  on  aver- 
age that  some  of  them  do  not  eat  as  much. 

Many  elderly  persons  live  by  themselves,  and  for  any  person  who 
has  tried  to  shop  for  one  person,  the  economy  of  scale  problem  is  a 
real  issue  when  you  go  out  to  buy  food  for  one  person. 

I  also  think  it  would  be  questioned  by  the  public  if  you  adopted 
an  allotment  schedule  that  not  only  complicated  administration, 
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but  raised  food  stamp  benefits  for  able-bodied  men  and  teenage 
boys  while  cutting  them  for  young  children,  women,  and  the  elder- 
ly, and  that  is  exactly  what  that  proposal  would  do. 

To  come  to  the  final  point  I  would  make,  there  are  some  propos- 
als I  have  heard  discussed  that  are  not  in  the  administration's 
budget  proposal,  but  I  think  would  cause  serious  problems,  one  is 
the  discussion  of  restoring  the  purchase  requirement  and  there  is  a 
question  asked  this  morning  of  the  Inspector  General's  Office,  of 
whether  there  had  been  an  increase  of  problems  in  the  issuance 
area  when  the  purchase  requirement  was  eliminated.  I  believe  you 
asked  this  Mr.  Chairman,  and  Senator  Leahy  made  a  comment 
that  we  had  decreased  fraud  in  the  handling  of  cash. 

Both  those  statements  are  correct,  but  I  think  there  is  a  differ- 
ence, and  that  is  when  the  purchase  requirement  was  eliminated, 
neither  the  Inspector  General's  Office,  nor  the  Department  knew 
ahead  of  time,  it  is  hard  to  anticipate,  some  of  the  problems  in 
urban  areas  that  would  come  up  with  issuance,  and  there  were 
some  increases  in  some  problems.  There  with  some  of  the  losses  of 
the  authorization  documents,  as  the  OIG  stated. 

What  is  important  to  note  is  that  these  problems  are  not  inher- 
ent in  the  no  purchase  requirement  program.  What  it  means  is  if 
you  eliminate  the  purchase  requirement  as  has  happened,  you  also 
need  a  series  of  new  controls  to  go  along  with  that,  and  they  did 
not  immediately  cover  the  problem  because  the  need  for  them  was 
not  immediately  recognized  by  the  Inspector  General  or  anyone 
else  in  the  Department  or  the  Congress. 

They  are  now  being  put  into  place,  Mr.  Chairman.  A  new  system 
was  put  into  place  in  December  in  New  York  City.  The  single 
major  area  of  issuance  loss  following  the  purchase  requirement 
elimination  in  the  country  was  New  York,  and  in  the  first  month, 
the  new  system,  a  very  tough  system,  was  in  place,  96  percent  of 
the  duplicate  issuance  fraud  was  eliminated  in  the  first  month. 

The  second  biggest  area  of  loss  was  Philadelphia;  100  percent  of 
the  loss  was  eliminated  there  in  the  first  month,  and  based  on 
these  experiences  in  January,  the  Department  proposed  new  rules 
to  limit  the  controls  on  the  authorization  documents,  to  put  con- 
trols that  Senator  Hawkins  asked  about  on  the  issuance  of  food 
stamps  through  the  mails  and  when  replacements  can  be  issued. 
The  new  rules  are  proposed.  They  are  not  yet  in  place,  but  it  is  my 
belief  that  those  and  possibly  some  further  controls  that  the  De- 
partment is  looking  at  in  the  mail  issuance  area  should  really 
resolve  that  problem. 

Overall,  when  all  of  those  controls  are  in  place,  you  will  have 
less  fraud  in  a  no  purchase  requirement  program  than  you  had 
when  you  had  a  purchase  requirement  and  you  had  billions  of 
dollars  of  cash  handled  by  14,000  separate  issuance  agents  through- 
out the  country,  so  the  issue  is  being  and  can  be  addressed  without 
taking  the  whole  program  apart  and  putting  up  a  barrier  to  the 
rural  poor  and  the  elderly  who  were  able  to  come  into  the  program 
after  the  purchase  requirement  was  eliminated. 

Thank  you. 

The  Chairman.  Thank  you  very  much. 


Digitized  by 


Google 


123 


On  page  2,  of  the  Federal  dollars  involved  in  these  seven  pro- 
grams, 79  percent  goes  to  benefit  persons  with  incomes  above  the 
poverty  line. 

Now,  according  to  the  latest  census,  39.5  percent  of  all  food 
stamp  households  have  gross  incomes  above  the  poverty  line,  is 
that  correct? 

Mr.  Greenstein.  I  believe  that  that  is  not  really  representative 
of  the  program. 

What  the  Census  Bureau  has  said,  I  think  it  is  important  to 
understand — it  is  in  their  technical  appendix — the  Census  Bureau 
has  said  that  all  they  did  was  look  at  any  household  that  got  food 
stamps  at  any  point  during  the  calendar  year,  what  their  income 
was  during  the  entire  calendar  year.  That  means  that  if  a  person 
was  a  steelworker,  and  that  person  worked  from  January  to  Octo- 
ber and  was  laid  off  at  the  end  of  October,  and  got  food  stamps  for 
the  month  of  December,  because  he  had  no  income  in  December, 
the  Census  Bureau  showed  him  as  being  above  the  poverty  line. 

What  is  a  much  important  figure,  is  what  people's  incomes  are 
just  for  those  months  they  received  food  stamps,  not  for  the  months 
they  do  not. 

What  the  Department's  official  data  shows,  is  that  87  percent  of 
all  food  stamp  households,  why  were  they  getting  food  stamps, 
while  they  qualified,  had  gross  incomes  below  the  poverty  line. 

The  Chairman.  We  can  turn  that  around  and  draw  any  kind  of 
scenario  that  we  want. 

I  think  you  want  to  make  clear  for  the  record  that  you  are  not 
lumping  social  security  and  veterans  benefits  in  the  same  category 
with  food  stamps,  because,  as  you  know,  social  security,  they  pay 
into  that. 

Veterans,  they  paid  theirs  in  with  blood,  and  I  do  not  think  you 
want  to  lump  all  those  together  in  the  same  category. 

Mr.  Greenstein.  Mr.  Chairman,  what  I  was  trying  to  say  was  I 
believe  some  balance  was  lost  when  the  budget  cuts  were  put 
together,  for  example,  when  you  look  at  the  medicare  program, 
there  is  a  deductible  that  elderly  persons  must  pay,  and  then 
medicare  part  B  picks  up  the  remaining  hospital  costs. 

That  deductible  has  not  changed  in  about  8  years.  My  parents 
who  do  quite  well  still  have  the  same  deductible  that  they  would 
have  had  8  years  ago. 

Eighty-six  percent  of  the  people  on  medicare  are  over  poverty, 
and  half  of  them  are  twice  over  poverty.  There  is  no  reason  that 
that  deductible  could  not  be  adjusted  for  inflation  in  order  to 
reduce  the  impact  of  cuts  on  people  living  at  50  percent  of  the 
poverty  line.  That  is  the  kind  of  point  I  am  trying  to  make. 

The  Chairman.  But  you  lump  them  altogether  to  arrive  at  the 
figure  you  want  to  arrive  at. 

Do  you  recall  a  recommendation  from  your  administrative  staff 
on  the  Food  and  Nutrition  Service  that  contrary  to  your  public 
statement  before  this  committee  and  elsewhere  that  there  was  a 
simple  device  that  could  be  developed  calculating  the  school  lunch 
overlap? 

Mr.  Greenstein.  That  is  not  true,  Mr.  Chairman.  I  would  say 
that  the  opposition  on  administrative  grounds  was  extremely 
strong,  and  I  can  assure  you  that  at  no  time  was  there  a  simple 


79-755   0-81 


Digitized  by 


Google 


124 


device  developed  that  I  rejected,  nor  did  I  reject  any  proposal  ever 
developed  by  staff  on  that  score,  that  is  not  correct. 

The  Chairman.  I  did  not  say  that  you  rejected  it.  I  just  said  that 
they  had 

Mr.  Greenstein.  Developed  it,  that  is  also  not  correct. 

There  was  never  any  simple  device  developed  by  the  staff  that  I 
am  aware  of. 

The  Chairman.  That  it  could  not  be  done? 

Mr.  Greenstein.  Obviously  it  can  be  done,  but  it  will  cause 
considerable  administrative  difficulty. 

Obviously  too  there  are  different  ways  to  design  it  to  cause 
varying  degrees  of  administrative  difficulty,  and  you  have  a 
tradeoff. 

The  less  administrative  difficulty,  the  greater  the  inequities. 

If  you  do  not  want  to  cause  administrative  difficulties  by  asking 
schools  to  make  a  list  of  which  children  get  school  lunch  benefits 
each  day,  and  you  want  to  simplify  administration,  then  what  you 
do,  if  the  child  is  home  sick  for  a  whole  month,  you  cut  the  food 
stamp  benefit  anyway,  or  if  the  child  is  home  for  Christmas  vaca- 
tion. It  is  my  understanding  that  the  Department  will  bring  up 
proposals  to  make  this  simpler  administratively.  The  Department 
will  propose  not  to  ask  the  schools  to  make  a  list  of  who  eats  the 
lunch  every  day.  However,  you  do  have  the  times  when  children 
are  home  sick  or  home  on  vacation,  and  we  were  always  aware  of 
those  kinds  of  tradeoffs,  but  there  was  never  anyone  on  my  staff,  or 
otherwise,  as  well  as  myself  who  viewed  this  as  a  relatively  simple 
administrative  device  for  this  proposal. 

The  Chairman.  Senator  Leahy? 

Senator  Leahy.  I  share  some  of  the  same  concerns  suggested  by 
Senator  Hawkins  here  about  the  possibility  of  fraud  in  mail  issu- 
ance. 

At  the  same  time  I  represent  one  of  the  most  rural  States  in  the 
Nation,  and  realize  that  in  rural  areas,  with  the  cost  of  gasoline 
and  severe  weather  conditions  in  our  home  State,  that  especially 
for  the  elderly,  it  is  in  a  rural  area  that  mail  issuance  may  be  the 
only  way  to  deliver  benefits  without  increasing  substantially  the 
costs  and  everything  else. 

I  also  understand  there  are  some  high  crime  areas  in  our  cities, 
that  you  may  have  to  provide  some  other  solution,  but  I  am  sure 
the  Department  is  trying  to  limit  losses. 

Are  you  aware  of  steps  being  taken  in  this  area? 

Mr.  Greenstein.  Mail  loss  has  been  one  of  my  greatest  interests 
in  the  last  year  that  I  was  in  the  Food  and  Nutrition  Service. 

There  was  some  progress  that  was  made.  The  U.S.  Postal  Service 
for  a  period  of  time  was  refusing  to  allow  certified  mail  to  be  used 
for  food  stamps,  and  that  was  causing  issuance  loss,  and  finally 
Deputy  Secretory  Jim  Williams,  whom  I  presume  you  know  from 
Florida,  personally  went  to  the  Postmaster  General  and  beat  upon 
him  and  said  we  are  having  fraud  and  losses  because  you  will  not 
allow  us  to  use  certified  mail,  and  the  Postal  Service  turned  around 
on  that  one  last  year. 

I  think  there  are  two  or  three  key  points  here.  The  Inspector 
General's  Office  and  FNS  looked  at  this.  In  most  areas  using  mail 
issuance  it  saves  money.  It  is  cost  effective,  because  mail  issuance 
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probably  costs  50,  60  cents  per  transaction,  and  if  you  have  some- 
one come  in  and  pick  it  up  over  the  counter,  the  program  is 
charged  $1.30,  $1.40,  $1.50  per  transaction. 

As  long  as  mail  issuance  is  controlled  and  is  limited  to  non-high- 
crime  areas,  it  saves  a  lot  of  money  in  administrative  costs. 

The  problem  is  that  a  few,  just  a  few,  urban  areas  started  to  use 
mail  issuance,  possibly  out  of  the  theory  that  these  are  Federal 
dollars. 

The  Department  prepared  regulations  to  limit  the  use  of  mail 
issuance  in  high  crime  areas  or  in  urban  areas,  and  said  if  the 
State  wanted  to  go  ahead  and  do  it,  they  would  have  to  assume  the 
liability  over  1  percent  of  any  loss. 

The  General  Counsel's  Office  in  the  Department  ruled  the  cur- 
rent law  does  not  allow  legal  authority  to  set  up  that  kind  of  a 
system,  and  I  would  strongly  recommend  that  it  be  added  into  the 
law  this  year,  but  if  you  do  two  things,  if  you  make  it  clear  that  in 
a  high  crime  urban  area,  mail  issuance  can  only  be  used  if  mail 
losses  are  very  low,  or  if  the  States  are  willing  to  pick  up  the 
liability  over  a  certain  level,  and  if  you  restrict  the  situations  in 
which  recipients  who  do  not  get  the  stamps  in  the  mail  will  get 
replacements. 

For  example,  the  second  time,  this  is  what  the  proposed  regs  that 
came  out  in  January  do,  the  second  time  the  same  recipient  says  I 
did  not  get  it  in  the  mail,  it  was  stolen  out  of  my  mailbox,  that 
recipient  would  be  taken  off  of  mail  issuance  and  would  have  to 
come  in  and  pick  it  up  over  the  counter,  or  maybe  they  would  be 
put  on  certified  mail  or  registered  mail,  so  that  you  would  not  have 
those  kinds  of  problems. 

If  you  take  those  kinds  of  controls,  you  can  significantly  cut  the 
loss  and  save  money.  The  approach  of  mail  issuance  does  save 
State  governments  and  the  Federal  Treasury  a  lot  of  money  in 
reduced  administrative  costs. 

Senator  Leahy.  What  you  are  saying  then,  like  in  New  York  and 
Philadelphia,  you  tighten  controls? 

Mr.  Greenstein.  That  is  right. 

Senator  Leahy.  These  things  we  hear  of  as  abuses  have  got  to  be 
taken  care  of. 

Mr.  Greenstein.  I  guess  that  is  true  of  most  things,  Senator.  It 
usually  is  not  the  case  that  you  need  to  throw  the  baby  out  with 
the  bathwater. 

If  you  were  for  example  to  prohibit  mail  issuance,  you  would 
increase  by  many  millions  of  dollars  the  administrative  costs,  espe- 
cially in  rural  areas.  It  would  not  make  sense. 

What  you  do  need  to  do  is  to  put  controls  on  that  limit  mail 
issuance  to  low  crime  areas,  and  limit  opportunities  for  replace- 
ment when  there  are  losses,  to  require  certified  mail  in  the  appro- 
priate circumstances,  and  you  can  take  care  of  both  problems  at 
the  same  time. 

You  can  deliver  the  goods,  lower  the  administrative  costs  and 
reduce  the  issuance  loss. 

Senator  Leahy.  One  of  the  things  that  everybody  on  this  panel 
agrees  with,  if  you  have  people  who  can  work,  that  we  might  prefer 
that  they  be  working,  that  they  be  doing  that  rather  than  having 
to  rely  on  income  supplements,  welfare,  whatever.  That  is  neither 
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a  Republican  or  Democrat  philosophy,  neither  conservative  nor 
liberal,  it  is  commonsense,  but  there  have  been  proposals  made 
about  food  stamps  and  AFDC  and  I  am  wondering  if  you  look  at 
these  proposals,  what  effect  they  would  have  on  work  incentives 
for  low-income  people,  or  people  who  might  be  right  at  the  line 
between  working  or  not  working?  What  do  they  do  in  such  a 
circumstance? 

Mr.  Grkknstein.  I  think  there  are  two  basic  issues  here. 

There  are  proposals,  not  before  this  committee,  in  the  aid  to 
families  with  dependent  children  program  that  would  increase  the 
amount  of  money  you  lose  when  you  earn  an  additional  dollar. 

Currently  for  many  households  if  you  are  an  AFDC  mother  who 
works  and  gets  food  stamps,  and  your  earnings  are  above  the 
Federal  income  tax  threshold,  you  lose  about  SO  cents  for  each 
additional  dollar  you  earn,  although  if  you  earn  $300,000  a  year, 
you  lose  50  cents. 

It  is  generally  recognized  by  people  regardless  of  political  persua- 
sion that  this  is  a  problem  of  the  welfare  system. 

Unfortunately  some  of  the  administration's  proposals  as  were 
found  by  recent  study  by  the  University  of  Chicago,  it  would  in- 
crease the  loss  to  JH>  cents  for  each  additional  dollar  you  earn. 

That  would  he  a  work  disincentive  effect,  and  some  proposals  I 
have  heard  talked  about,  although  the  administration  looked  at 
and  rejected  in  the  food  stamp  prvvram.  to  increase  the  food  stamp 
benefit  reduction  rate,  so  that  you  would  lose  more  than  30  cents 
for  each  additional  dollar  you  earned  in  food  stamps  would  have 
the  same  impact  It  would  haw  a  m^ior  work  disincentive  impact 
and  it  would  moivnso  the  tax  rate  a>  (hat  you  would  be  losing  in 
some  cas«*a  over  lH>  cents  for  each  additional  dollar  you  earned. 

The  second  group  of  proposals,  the  workfare  proposal,  which  I 
would  hope  the  comnmttv  would  look  at  with  great  care,  I  think 
all  of  us  4giw  that  people  who  can  work  should  work  and  should 
not  he  able  to  get  food  stamp  or  AFDC  benefits 

What  is  important  to  understand  1  think  is  that  workfare  is  only 
one  of  a  number  of  **>*«  to  deal  with  work  requirements  and 
ultimately  not  the  most  satisfactory 

The  i*a*on  it  is  not  the  most  satisfactory  is  that  workfare  does 
not  give  peopl*  johs  in  the  private  j*ctor  or  "reduce  their  food  stamp 
benefit* 

What  >ou  really  want  is  *\m*one  to  set  a  private  wage  paying 
job  and  get  art  food  stamp*  *«d  welfare  and  aw  the  Government 
money 

Senator  I juhx  And  mv  taxe* 

Mr  OuwNtfraN  And  pay  taw*  And  the  pr**4e*n  is  that  in  all  of 
the  studies  on  AKIV  thai  haw  Wn  *»*>  in  California  and  in 
M«  „  i^tia,  wwkfaw  with  th*  Km  inteMkw  has  turned  out  to 
be  «\-     ma    *ct  iv* 

Rno        4a     ia      i  *&  y*i  s        ;  tkp^  bat  in  the  first  prelimi- 

try     wv  i  u*4  ^y  the  staff  there  last 

a    U*       ^  i  ,*  16..-^^  — i  if  ♦here  is  one 

uc  te  workfare 

o  do  it,  it  is 
'  bud  ways  to 
of 
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that,  but  very  few  people  ever  get  job  assignments,  so  I  would  hope 
you  would  be  very  cautious  about  any  kind  of  mandate  in  that 
area. 

It  certainly  would  not  be  consistent  it  seems  to  me  with  the 
Reagan  administration's  general  philosophy  of  allowing  more  State 
options  and  more  State  flexibility. 

On  the  other  hand,  I  would  urge  you  to  look  more  closely  at  the 
new  regulations  that  the  Department  issued  in  January  that  tough- 
en work  registration  and  mandate  requirements  for  job  searches  in 
the  private  sector. 

That  I  feel  in  the  long  run  would  yield  far  more  dividends  in 
terms  of  decreased  food  stamp  costs. 

Senator  Leahy.  Thank  you. 

I  will  now  go  to  the  Intelligence  Committee  and  leave  the  fate  of 
the  Nation  totally  in  your  hands,  Madam  Chairwoman. 

Senator  Hawkins.  Thank  you. 

My  concern  is  that  the  food  stamp  program  that  the  American 
taxpayers  are  paying  so  much  money  to  is  a  program  that  benefits 
nobody,  if  indeed  there  is  any  amount  of  fraud  in  it  that  is  dispro- 
portionate to  the  service  that  it  renders.  We  are  all  for  feeding 
those  people  that  cannot  feed  themselves. 

I  think  that  is  one  of  the  reasons  so  many  people  feel  so  keenly 
about  the  school  lunch  program.  They  do  not  take  their  sandwich, 
or  whatever,  and  sell  it  to  somebody  else,  and  it  is  consumed.  So  in 
looking  for  fraud,  we  can  deliver  more  food  and  that  is  the  bottom 
line.  I  am  concerned  about  fraud  and  the  black  market  ring.  I  have 
read  the  statistics  for  New  York  City  and  in  other  places,  but  when 
you  talk  about  eliminating  mail  in  a  high  crime  area,  my  concern 
is  for  the  elderly  that  are  homebound.  In  Miami  right  now  where 
everyone  is  under  siege  practically  because  of  the  elements  that 
are  in  that  community,  the  elderly  are  homebound,  and  they  may 
not  want  to  feel  they  can  leave  home  to  pick  up  this. 

Have  you  had  a  lot  of  experience  with,  No.  1,  ID  cards  or  a 
picture  on  a  colored  card,  and,  No.  2,  with  the  new  computer 
technology  that  we  now  have  in  most  grocery  stores.  Is  there  the 
capability  of  using  that  card  to  get  commodities  without  stamps? 

Mr.  Greenstein.  As  was  stated  earlier,  last  year  the  Congress 
passed  a  requirement  for  photo  ID's.  The  Inspector  General  recom- 
mended it,  that  this  would  be  cost  effective  in  the  urban  areas,  but 
since  the  cards  cost  $1  to  $2  a  piece,  that  it  may  not  be  in  very 
small  rural  areas,  and  that  is  what  the  law  and  the  regulations 
require.  The  comment  period  has  ended,  and  hopefully  the  regula- 
tions will  be  out  in  a  few  months. 

If  I  understand  your  question  right,  are  you  suggesting  the  possi- 
bility of  eliminating  the  food  stamp  coupons  themselves  and  just 
using  the  computerized  card  in  the  supermarket? 

Senator  Hawkins.  Cashless  society  or  stampless  society. 

Mr.  Greenstein.  There  was  a  proposal  of  that  sort  submitted  to 
the  Department  by  the  State  of  Massachusetts  about  a  year  ajgo, 
and  at  the  time  I  left  the  Department  work  was  going  on,  leading 
toward  a  possible  pilot  test  of  exactly  that  approach. 

It  does  entail  a  lot  of  sophisticated  computerization,  you  have  to 
keep  each  household's  total  food  stamp  benefits  on  a  central  State 
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computer,  and  then  when  you  put  the  card  in  at  the  grocery  store, 
they  hook  into  that  and  it  tells  you  how  much  they  have  left. 

Senator  Hawkins.  Banking  in  disguise? 

Mr.  Greenstein.  Yes.  That  is,  I  believe  that  that  should  be  tested 
within  the  next  year  or  two,  but  it  is  one  of  those  things  that  I  do 
not  think  there  is  enough  capability  in  enough  stores  to  use  at  the 
present  time.  It  may  be  down  the  road,  and  I  think  that  is  the 
plan,  it  may  be  the  wave  of  the  future.  I  think  probably  it  is 
something  that  we  ought  to  start  testing,  and  I  think  that  is  really 
the  plan.  In  terms  of  mail  issuance,  I  also  think  that  the  proposal 
the  Department  was  looking  at  when  I  left  would  not  have  prohib- 
ited mail  to  elderly  in  high  crime  areas. 

Senator  Hawkins.  Would  not  what? 

Mr.  Greenstein.  It  would  not  have  prohibited  mail  to  elderly  in 
high  crime  areas. 

The  whole  idea  was  that  in  a  high  crime  area,  you  could,  for 
example,  if  you  wanted  in  Miami,  issue  food  stamps  by  mail  only  to 
the  elderly.  You  could  probably  issue  them  using  certified  mail  just 
to  elderly  persons  and  not  to  the  caseload. 

And  you  could  have  the  rest  of  the  caseload  come  in  and  pick 
them  up  in  person  and  realize  the  best  of  both  worlds. 

There  are  a  few,  and  I  hasten  to  add,  only  a  few,  maybe  two 
cities  in  the  country,  that  were  doing  mail  issuance  to  everyone, 
not  just  the  elderly,  and  in  cities  that  probably  should  not  be  done. 
Apparently  there  may  not  be  the  legal  authority  right  now  for  the 
Department  to  deal  with  that,  so  you  probably  may  need  to  put 
into  the  legislation  this  year  something  giving  the  Department 
some  authority  to  control  total  mail  issuance. 

Senator  Hawkins.  Do  you  agree  with  me,  I  take  it,  that  we 
should  do  all  we  possibly  can  to  eliminate  the  fraud  in  the  pro- 
gram? 

Mr.  Greenstein.  Absolutely. 

Senator  Hawkins.  If  you  were  a  Senator  sitting  here  today,  as 
we  are  and  you  were  aware  of  the  numbers  that  are  so  staggering 
with  the  increased  costs  and  the  increased  numbers  of  waste  and 
abuse,  what  type  program  would  you  propose  in  keeping  with  the 
Reagan  economic  program  for  a  food  stamp  program.  What  pro- 
gram would  you  propose  that  would  be  in  keeping  with  the  Presi- 
dent's program? 

Mr.  Greenstein.  Well,  I  think  that  the  food  stamp  program 
basically  is  a  good  program,  and  the  thing  to  look  at  is  what 
reforms  are  needed  to  take  care  to  reduce  costs  somewhat,  or  to 
take  care  of  whatever  error  or  problems  exist  and  can  be  lessened. 

I  think  some  of  the  President  s  proposals,  I  think,  are  moving  in 
that  direction,  I  think  others,  like  I  mentioned,  like  the  school 
lunch  offset,  or  the  changes  in  the  deductions  just  hurt  people 
below  the  poverty  line  without  tightening  the  program. 

I  do  think  that  there  are  a  large  number  of  things  that  the 
Congress  did  last  year  that  will  substantially  tighten  the  program 
when  fully  implemented,  and  a  lot  of  the  effort  at  this  point  is 
administration  rather  than  legislation. 

There  are  a  few  further  areas  that  I  think  actions  could  be 
taken,  mail  issuance  is  one,  and  another  would  be  that  in  computer 
matchup,  which  earlier  today  was  mentioned  as  one  of  the  keys,  to 
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check  income,  I  know  you  are  very  familiar  with  the  Florida 
report. 

In  Florida  I  think  the  situation  is  okay,  but  in  many  States, 
State  law  prohibits  access  to  employment  data  in  the  State  unem- 
ployment compensation  files,  and  that  is  the  single  best  source  of 
income  data  for  the  computer  matches  to  deter  fraud. 

The  Congress  last  year  passed  an  amendment  to  authorize  access 
into  the  State  unemployment  files.  It  took  an  act  of  the  Congress 
because  of  the  privacy  act  and  the  State  laws,  but  that  act  is  not 
effective,  that  provision,  although  the  Department  last  year  pro- 
posed, and  I  know  that  people  like  Chairman  Helms  support  it,  but 
by  the  time  it  got  through  the  Congress,  it  was  not  effective  until 
January  1,  1983,  so  that  in  all  States  where  State  laws  bar  access 
to  the  most  important  source  of  data  for  computer  matching,  the 
States  cannot  do  it  for  another  2  years. 

I  would  urge  the  Congress  to  make  that  effective  immediately, 
rather  than  waiting  for  1983,  and  that  one  provision  more  than 
anything  else  you  are  looking  at,  I  think,  has  the  potential  to 
reduce  false  reporting  of  income. 

The  Chairman.  I  thank  you  very  much. 

We  have  to  move  along  here.  I  think  this  is  the  first  time  the 
lady  Senator  has  presided  over  the  Agriculture  Committee. 

I  have  to  go  to  the  Foreign  Relations  Committee,  and  I  will  be 
back. 

We  will  proceed  to  the  next  witness,  Mr.  John  Dempsey. 

Mr.  Dempsey,  will  you  please  come  forward? 

[Senator  Hawkins  assumed  the  Chair.] 

STATEMENT  OF  JOHN  T.  DEMPSEY,  DIRECTOR,  MICHIGAN  DE- 
PARTMENT OF  SOCIAL  SERVICES,  AND  CHAIRMAN  OF  THE 
NATIONAL  COUNCIL  OF  STATE  PUBLIC  WELFARE  ADMINIS- 
TRATORS OF  THE  AMERICAN  PUBLIC  WELFARE  ASSOCI- 
ATION 

Mr.  Dempsey.  Madam  Chairperson,  I  am  John  T.  Dempsey,  di- 
rector of  the  Michigan  Department  of  Social  Services  and  chairman 
of  the  group  known  as  the  National  Council  of  State  Public  Wel- 
fare Administrators,  that  includes  the  chief  administrators  of  the 
50  State  agencies. 

On  my  left  is  Dr.  Leland  Hall,  who  heads  the  office  of  food 
programs  for  the  State  of  Michigan  and  is  chairman  of  the  Nation- 
al Association  of  Food  Stamp  Directors. 

I  have  a  rather  lengthy  statement  that  I  would  like  to  submit  for 
the  record  and  then  try  to  summarize  it  verbally  if  that  is  all  right 
with  you.1 

Senator  Hawkins.  Fine. 

Mr.  Dempsey.  First  of  all,  let  me  comment,  Madam  Chairperson, 
that  I  have  been  director  of  the  Michigan  Department  of  Social 
Services  for  6  years,  and  so  I  am  quite  familiar  with  the  AFDC 
program,  the  medicaid  program,  the  food  stamp  program,  and 
other  welfare  programs. 

In  addition,  previously  I  spent  4  years  as  State  Budget  Director 
for  the  State  of  Michigan,  and,  thus,  I  am  generally  familiar  with 
all  State  government  programs. 


1  See  p.  395  for  the  prepared  statement  of  Mr.  Dempsey. 
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The  second  major  area  that  we  have  is  with  the  instability  of  the 
food  stamp  program,  it  has  been  referred  to.  Also  the  lack  of 
flexibility  at  the  State  level. 

I  have  to  refer  again  to  the  fact  that  Flordia  has  requested 
formally  at  least  on  one  occasion  to  be  allowed  to  change  regula- 
tions, to  allow  us  to  implement  policy  which  we  feel  will  control 
some  of  the  error  and  abuse  going  on. 

That  flexibility  needs  to  be  left  with  the  States.  Everytime  a 
policy  is  implemented  or  sent  to  a  State,  it  requires  a  revision  of 
manuals,  retraining  of  staff,  reeducation  of  recipients,  and  on  some 
occasions  reprograming  of  computers. 

The  third  area  I  would  like  to  address  is  inconsistency  between 
related  federally  funded  programs  with  respect  to  eligibility  re- 
quirements, verification  procedures,  and  recipient  responsibility, 
which  has  also  been  alluded  to. 

It  is  something  we  need  to  look  at  in  terms  of  not  only  the  food 
stamp  program  and  the  AFDC  program,  we  have  also  implemented 
in  Florida  a  low  energy  program,  and  there  are  undoubtedly  other 
programs  which  will  come  down, 

We  insist  upon  the  same  staff  in  many  instances,  particularly  as 
it  relates  to  food  stamps  and  AFDC,  determining  joint  eligibility, 
but  the  more  diversity  there  is  between  the  eligibility  criteria,  the 
increased  instances  of  error. 

We  strongly  recommend  there  be  some  consideration  allowing 
the  States  flexibility,  and  I  have  enumerated  these  in  the  packet, 
and  I  will  not  go  into  them  in  detail,  except  to  say  they  are  asset 
limits,  work-related  expenses,  child  care  and  documentation,  which 
we  have  already  touched  on  before. 

These  examples  illustrate  the  unnecessary  complexity  built  into 
the  programs  designed  to  serve  the  same  people. 

A  worker  responsible  for  determining  eligibility  for  individual  or 
households  for  all  types  of  public  assistance  learn  several  different 
criteria  and  must  be  retrained  as  these  criteria  are  revised. 

Having  indicated  to  you  some  of  what  we  feel  are  the  major 
operational  problems  facing  the  food  stamp  program,  I  would  like 
to  share  some  of  the  recommendations  which  we  feel  would  help 
address  some  of  the  problems  in  the  program. 

The  one  I  have  already  mentioned  is  documentation  and  verifica- 
tion. We  recognize  up  front,  I  think,  most  of  us  who  have  been 
involved  in  the  food  stamp  program  for  any  length  of  time,  that 
there  is  definitely  fraud  and  abuse. 

We  need  to  stop  that  at  the  front  end.  It  does  not  need  to  be 
stopped  6  months  or  a  year  later,  through  some  monitoring  effort, 
or  some  audit  report,  or  some  other  means. 

If  we  are  allowed  to  document  and  verify  all  of  the  eligibility 
criteria  at  the  front  end,  we  feel  we  can  substantially  eliminate  the 
error  and  abuse  in  the  program. 

I  would  use  as  an  example  the  AFDC  program  in  Florida,  and 
the  other  States  back  in  the  early  1970's.  We  used  what  was 
referred  to  as  simplified  eligibility.  At  that  point  in  time,  the 
caseload  in  Florida  was  higher  in  AFDC  than  it  is  today.  The  error 
rate,  or  the  quality  control  rate  was  some  20  percent.  It  is  now  just 
slightly  over  6  percent.  It  has  been  as  low  as  4  percent. 
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purchase  requirement  occurred  in  rural  areas.  In  Detroit,  where 
we  have  our  largest  poor  population,  I  have  an  office  within  a  mile 
and  a  quarter  of  every  house  in  that  city.  But  when  you  get  into 
rural  Michigan,  families  that  used  to  have  to  go  to  the  office  to 
purchase  their  food  stamps  might  have  had  to  travel  as  far  as  60 
miles.  When  you  eliminated  the  purchase  requirement,  and  we 
were  empowered  to  do  mail  issuance,  the  number  of  people  partici- 
pating increased  because  (a)  they  did  not  have  to  travel,  and  (b) 
they  did  not  have  to  come  up  with  the  cash. 

Senator  Hawkins.  Did  they  deliver  that  in  an  American-made 
car? 

Mr.  Dempsey.  Did  they  deliver  it  in  a  made-in-America  car? 
Well,  I  hope  so.  Most  of  the  postal  employees  in  Michigan  drive 
vehicles  that  I  think  are  made  by  a  subdivision  of  Willy's  Jeep. 
Those  are  made  in  America,  as  far  as  I  know. 

My  point  is  that  the  food  stamp  program  expanded  significantly 
when  the  purchase  requirement  was  eliminated.  The  rest  of  the 
expansion  has  been  related  to  the  economy. 

Two  years  ago  in  the  State  of  Michigan,  I  had  200,000  families 
receiving  food  stamps,  and  unemployment  in  my  State  was  8.5 
percent. 

Today  unemployment  in  Michigan  is  14.2  percent.  It  is  far  above 
the  national  average.  Indeed  it  is  the  highest  in  the  Nation.  And, 
as  a  result,  we  now  have  400,000  families  on  food  stamps. 

Most  of  the  growth  in  the  food  stamp  program  in  Michigan, 
therefore,  has  been  as  a  result  of  elimination  of  the  purchase 
requirement,  which  enabled  more  of  the  poor  to  participate,  the 
cost  of  inflation  that  raised  the  value  of  the  benefits,  and  the 
consequences  of  the  recession  (or  the  depression)  we  have  in  Michi- 
gan, which  has  increased  unemployment. 

Nevertheless,  the  group  that  I  represent,  the  50  State  adminis- 
trators, and  the  administrators  of  the  District  of  Columbia  and  the 
four  territories,  recognize  the  congressional  and  national  concern  ' 
that  costs  must  be  controlled.  We  recognize  that  spending  must  be 
cut. 

The  worse  thing  that  has  happened  to  people  on  public  assist- 
ance in  Michigan  in  the  last  few  years  has  been  inflation.  Michigan 
has  historically  raised  its  AFDC  benefits  every  year,  but  we  have 
not  been  able  to  do  that  in  the  last  2  years.  Inflation  in  the  last  2 
years  has  gone  up  25  percent,  and  so,  in  effect,  the  people  receiving 
cash  assistance  in  Michigan  are  getting  25  percent  less  than  they 
got  2  years  ago.  We  think  inflation  must  be  controlled  and,  there- 
fore, we  do  support  spending  curbs. 

The  National  Council,  however,  would  hope  that  two  things  can 
be  done.  The  pain  that  will  be  inflicted,  and  there  must  be  pain  if 
you  cut  $40  billion  out  of  the  budget  must  be  kept  to  a  minimum 
and  concentrated  on  those  who  are  the  least  unfortunate.  Second, 
we  hope  that  as  the  Congress  cuts  spending,  particularly  in  the 
food  stamp  program,  it  does  not  further  complicate  an  extremely 
complicated  program  to  administer. 

Now,  to  keep  the  pain  to  a  minimum,  there  are  lots  of  things 
that  could  be  suggested  and  none  of  them  are  very  good. 

Mr.  Greenstein  opposed  the  notion  of  lowering  the  gross  income 
level  from  $14,000  to  $11,000.  I  do  not  like  it  either,  but  I  prefer 
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that  to  other  alternatives  which  would  hurt  the  poorest  of  the  poor. 
So  in  the  event  Congress  does  cut  the  program,  make  the  cuts  at 
the  top  of  the  income  scale  rather  than  across  the  board. 

I  think  the  pain  can  be  kept  to  a  minimum  if  the  Congress 
resists  the  temptation  to  always  add  exceptions,  exclusions,  or  spe- 
cial considerations  for  different  groups  of  people.  In  other  words,  it 
ought  not  tinker  with  the  program  every  year,  so  that  those  of  us 
in  the  States  can  administer  food  stamps  in  the  way  CongresB 
wants. 

I  think,  States  should  be  given  more  authority  and  flexibility. 
The  50  States,  the  four  territories  and  the  District  vary.  Each 
knows  better  than  anyone  else  its  conditions.  Therefore,  we  think 
we  can  better  administer  if  we  have  more  flexibility. 

We  also  think  certain  things  can  be  modified  that  would  save 
money. 

For  example,  currently,  if  a  person  comes  in  late  in  the  month  to 
apply  for  food  stamps  and  they  are  determined  eligible,  we  give 
them  a  whole  month's  benefit.  That  benefit  could  be  prorated  for 
the  part  of  the  month  they  are  eligible  and  a  significant  amount  of 
money  could  be  saved. 

There  is  a  mandate  currently  that  we  must  perform  outreach.  I 
cannot  believe  there  is  anybody  left  in  Michigan  that  does  not 
know  there  is  a  food  stamp  program;  nevertheless,  Federal  law  and 
Federal  regulations  mandate  us  to  run  an  extensive  outreach  pro- 
gram. I  think  the  ourtreach  requirement  could  be  eliminated. 

I  think  States  should  be  given  more  contract  authority.  We  have 
just  gone  through  a  rebidding  process  for  food  stamp  issuance  in 
Wayne  County.  We  have  some  vendors  who  have  bid  as  low  as  a 
dollar  to  issue  food  stamps,  but  the  Post  Office  charges  us  $1.42.  If 
States  had  more  authority  to  contract,  I  think  they  could  save 
money. 

The  major  thing  the  National  Council  is  concerned  about,  is  we 
hope  that  as  Congress  makes  its  decisions  on  food  stamps,  it  will 
not  further  complicate  the  program.  I  said  the  program  is  well  run, 
and  I  believe  it  is,  but  it  is  well  run  despite  the  fact  that  it  has 
been  changed  every  year.  The  1977  act  was  not  even  final  and  no 
regs  were  issued,  before  Congress  made  further  changes  in  1978 
and  1979.  Above  all,  we  need  stability,  and  unless  we  get  stability, 
the  program  will  never  be  as  well  run  as  the  Congress  would 
appreciate. 

Thank  you. 

Senator  Hawkins.  You  agree  that  there  is  fraud  in  the  program? 

Mr.  Dempsey.  Certainly.  There  is  fraud  in  every  program. 

Senator  Hawkins.  Do  you  have  any  recommendations  on  how  to 
cut  fraud,  so  we  can  deliver  more  food  to  people? 

Mr.  Dempsey.  Well,  I  think  first  of  all,  the  extent  of  fraud  is 
exaggerated,  but  I  think  it  does  exist.  The  type  of  fraud  that  is 
extremely  serious  is  organized  fraud,  what  the  Inspector  General 
and  the  GAO  has  referred  to  as  organizations  that  go  out  and  steal 
quantities  of  stamps,  which  they  then  duplicate  or  counterfeit.  I 
think  more  emphasis  on  prosecution  of  those  criminals  would  have 
a  deterrent  effect. 

When  I  first  took  over  the  welfare  department  in  Michigan,  I 
went  down  and  met  with  the  U.S.  attorney  in  Michigan,  and  I  said 
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that  I  was  having  trouble  prosecuting  welfare  or  food  stamp  fraud 
because  essentially  it  is  a  matter  for  a  local  prosecutor.  In  Michi- 
gan we  have  83  counties,  and  we  have  83  prosecutors. 

The  U.S.  attorney  for  the  eastern  district  of  Michigan  agreed 
with  me,  so  we  put  together  a  task  force  of  Federal  and  State 
officials  that  included  the  FBI,  the  IRS,  the  Postal  Service,  and 
others.  We  went  to  court,  and  we  put  a  bunch  of  people  in  jail. 
That  effort  did  more  to  curtail  fraud  in  Michigan  than  all  of  the 
talk  and  all  of  the  administrative  controls. 

The  problem  is  that  there  is  a  tremendous  amount  of  activity, 
but  very  little  successful  prosecution.  If  you  talk  to  the  average 
U.S.  attorney,  he  will  tell  you  he  is  concerned  with  big  crime,  and 
he  does  not  worry  too  much  about  the  food  stamp  person  who 
cheats  $200  or  $300  every  few  months. 

Nonetheless,  the  only  way  you  can  deter  fraud  is  to  prosecute  it 
and  put  some  in  jail. 

Senator  Hawkins.  The  word  spreads  and  then  it  ceases? 

Mr.  Dempsey.  The  word  is  on  the  street,  if  you  cheat  you  will  not 
get  caught.  If  you  get  caught,  they  will  not  do  anything. 

As  soon  as  you  catch  up  and  put  a  few  away,  that  type  of  fraud 
disappears.  There  is  another  element  that  some  call  fraud,  but  it  is 
really  a  form  of  waste.  The  way  the  program  works  today  is  that 
when  someone  comes  in  and  applies  for  food  stamps,  we  are  re- 
quired to  estimate  what  his  income  will  be  the  next  month.  He  fills 
out  the  application  saying  he  works  in  a  gas  station  20  hours  a 
week  for  earnings  of  $200  a  month.  Based  on  that  information  we 
determine  his  eligibility  and  benefit  level. 

After  the  month  is  over,  we  review  his  income,  and  we  may 
discover  he  actually  earned  $300.  Now,  he  did  not  commit  fraud  in 
his  application.  What  he  did  was  underestimate.  Unless  he  comes 
in  and  tells  us,  we  have  no  way  of  knowing  the  estimate  is  wrong 
unless  we  catch  the  error.  In  addition,  he  may  have  had  no  way  of 
knowing  that  his  actual  income  would  exceed  the  estimate. 

Before  you  came  in  earlier  this  morning  the  chairman  talked 
about  matching  all  of  these  things  on  computers.  The  answer  is 
yes,  you  could  theoretically,  but  you  can  only  match  if  there  is 
something  to  match  with. 

In  Michigan  we  match  clients1  statements  and  clients1  represen- 
tations with  everything  we  can.  We  are  developing  a  match  with 
our  secretary  of  state's  office.  In  the  food  stamp  program,  you  can 
own  one  automobile  up  to  $4,500.  In  Michigan,  if  you  are  going  to 
drive  a  car,  you  have  to  have  a  driver's  license,  and  so  the  secre- 
tary of  state  has  a  list  of  every  automobile  in  Michigan.  He  has  a 
list  of  all  of  the  registrations.  We  are  developing  a  computer  pro- 
gram to  match  with  the  secretary  of  state's  file,  so  if  a  family  has 
two  cars,  we  will  pick  it  up,  and  if  they  own  a  snowmobile,  it  has  to 
be  licensed,  and  we  will  pick  that  up,  so  computerization  will  help. 

The  problem  is  that  not  all  States  are  heavily  computerized. 
Michigan  is  probably  as  far  along  as  anyone,  and  it  takes  time  to 
develop  and  implement  effective  automation. 

Congress  last  year  passed  an  amendment  to  pay  75  percent  of  the 
cost  of  computerization  as  an  incentive  to  the  States  to  computer- 
ize. The  dilemma  is  the  law  was  passed  last  year,  but  USDA  still 
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does  not  have  the  regs  out.  By  the  time  they  are  out,  another  year 
will  be  lost. 

Senator  Hawkins.  On  page  9  you  say  we  should  include  food 
stamps  in  the  AFDC  programs. 

Do  you  have  any  specific  suggestions  how  this  committee  might 
parallel  the  AFDC  program? 

Mr.  Dempsey.  I  would  suggest  you  talk  to  Senator  Dole,  who  is 
the  chairman  of  Finance,  which  has  jurisdiction  over  AFDC,  and 
who  is  a  ranking  member  of  this  committee,  about  ways  this  can  be 
achieved.  Part  of  the  problem  is  that  the  administration  has  pro- 
posed a  lot  of  changes  in  AFDC.  Most  of  us  support  the  majority  of 
them.  They  have  also  proposed  changes  in  the  food  stamp  program. 
If  House  Ag  or  Senate  Ag  change  the  program,  and  Senate  Finance 
changes  AFDC,  my  guess  is  we  will  end  up  with  programs  that  are 
even  less  compatible  than  now.  Somehow  you  have  to  get  the  Ag 
and  Finance  Committees  and  the  House  Ways  and  Means  Commit- 
tee to  come  together  on  these  programs.    . 

If  a  person  walks  into  one  of  my  offices  today  and  fills  out  an 
application  for  AFDC,  he  also  asks  for  food  stamps.  The  circum- 
stances are  identical,  the  conditions  are  the  same.  But  every  ele- 
ment of  eligibility  has  to  be  measured  in  two  different  ways;  one 
for  the  food  stamp  program  and  one  for  the  AFDC  program. 

In  AFDC,  an  automobile  is  exempt  up  to  $750.  In  the  food  stamp, 
it  is  up  to  $4,500.  When  you  double  the  requirements  in  this  way, 
and  you  double  the  activity,  you  increase  the  chance  for  error. 

The  People  working  in  Michigan  in  those  offices  are  decent 
people.  They  are  trying  to  do  a  good  job,  but  when  you  give  them  a 
very  complicated,  incompatible  set  of  programs,  they  make  mis- 
takes, and  that  inevitably  leads  to  allegations  of  waste.  I  think  that 
now,  while  the  President  is  proposing  changes,  is  an  excellent  time 
to  bring  the  two  programs  together. 

Senator  Hawkins.  Thank  you,  Mr.  Dempsey. 

Mr.  Dempsey.  Thank  you. 

Senator  Hawkins.  Since  we  do  have  some  witnesses  from  North 
Carolina,  I  would  rather  they  wait  for  the  chairman  when  he 
comes  back. 

Let  us  now  hear  from  Mary  Loepp,  staff  director,  Economic 
Section,  Department  of  Health  and  Rehabilitation  Services,  Talla- 
hassee, Fla.;  and  Mr.  Bill  Davis,  director,  Division  of  Public  Assist- 
ance Fraud,  Auditor  General's  Office,  Tallahassee,  Fla. 

We  have  copies  of  your  testimony,  so  if  you  could  summarize  it, 
that  would  be  fine. 

STATEMENT  OF  MARY  P.  LOEPP,  PROGRAM  STAFF  DIRECTOR, 
ECONOMIC  SERVICES,  DEPARTMENT  OF  HEALTH  AND  REHA- 
BILITATIVE SERVICES,  STATE  OF  FLORIDA 

Ms.  Loepp.  It  is  a  pleasure  to  be  here.1 

I  think  if  anything,  I  would  like  to  be  viewed  as  a  good  advocate 
of  the  food  stamp  program. 

I  think  there  also  need  to  be  elements  implemented  in  that 
program  which  would  allow  it  to  have  more  integrity. 

The  food  stamp  program  in  Florida  has  grown  51  percent  in  24 
months.  What  it  has  done  by  that  drastic  growth  which  has  been 


1  See  p.  401  for  the  prepared  statement  of  Ms.  Loepp. 
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compounded  by  the  fact  that  Florida  has  been  heavily  hit  by  an 
influx  of  Cubans  and  Haitian  entrants  amounting  to  almost  70,000 
increase  in  the  caseload  in  food  stamps  in  August  1980,  has 
brought  to  our  attention  a  number  of  things  that  have  become 
more  vivid  to  us  let  us  say  in  the  last  1 V2  to  2  years. 

There  are  three  basic  areas  where  we  feel  we  need  to  point  out 
some  problems  that  we  see.  We  do  recognize  that  there  is  program 
error,  there  is  program  abuse,  and  that  we  need  to  do  something 
about  it. 

Mr.  Davis  will  be  covering  in  his  part  the  errors  that  he  has 
found  in  his  audit.  The  USDA  has  conducted  audits  and  does  them 
periodically  on  Dade  County,  which  has  almost  one-third  of  Flor- 
ida's total  food  stamp  population. 

The  error  rates  indicated  by  USDA  for  Dade  County  is  13.3 
percent.  That  we  feel  is  out  of  proportion,  it  is  too  high.  We  can 
address  this.  We  can  say  it  is  the  direct  result  of  false  reporting  of 
incomes,  savings  and  checking  accounts,  shelter  deductions,  utility 
allowances  and  household  size  and  composition. 

We  have  for  a  long  time  in  Florida  voiced  the  belief  that  the  food 
stamp  regulations  need  to  be  tightened  in  a  number  of  ways. 

This  committee  has  already  heard  from  a  number  of  participants 
this  morning  outlining  those.  In  my  report  you  will  find  they  are 
further  outlined. 

We  have  requested  waivers,  only  to  be  told  that  the  authority  to 
grant  waivers  is  not  there. 

We  are  greatly  encouraged  by  the  proposed  regulations  that 
would  allow  us  to  do  most  of  the  things  that  we  feel  need  to  be 
done  in  Florida  to  control  the  program  in  terms  of  fraud  and  abuse. 

Florida,  as  indicated  in  earlier  testimony,  has  already  imple- 
mented an  income  matching  system  that  is  statewide  as  of  Septem- 
ber of  last  year.  We  feel  the  preliminary  results  of  the  implementa- 
tion of  that  program,  that  it  is  too  early  for  us  to  give  you  anything 
we  feel  would  be  particularly  concrete  at  this  point  in  time. 

The  initial  examination  however  on  a  pilot  project  that  was 
implemented  in  the  very  beginning,  before  statewide  implementa- 
tion, did  indicate  it  would  be  a  cost  effective  program  in  terms  of 
the  savings  to  the  State. 

There  has  also  been  implemented  an  employee  selection  process, 
which  I  have  not  heard  mentioned  this  morning.  We  have  deter- 
mined that  there  is  a  tendency  by  employees,  again  because  the 
regulations  governing  the  program  are  loose,  that  the  employees 
are  in  position  to  abuse  the  program  as  well,  if  they  so  choose. 

We  feel  that  through  the  implementation  of  the  employees  selec- 
tion criteria,  to  include  background  checks  as  necessary  would  help 
to  eliminate  those  persons  who  might  have  a  lack  of  suitability  for 
employment,  as  food  stamp  eligibility  workers  or  cashiers. 

Training  we  feel  is  a  primary  concern  of  the  program.  The  staff 
turnover  has  been  a  real  problem  for  us.  It  is  imperative  that 
workers  be  trained  as  to  the  proper  determination  of  eligibility, 
and  if  we  do  not  do  that,  then  I  think  we  can  continue  to  see 
increased  error  rates. 

A  monitoring  system  has  been  implemented  for  fraud  detection 
and  prosecution  in  Florida,  and  this  has  already  been  referred  to, 
and  Mr.  Davis  will  be  going  into  that  in  greater  detail. 
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When  we  put  them  into  jobs  which  simply  make  them  earn  their 
public  assistance,  whether  it  be  food  stamps  or  AFDC,  the  adminis- 
trative expenditures  for  setting  up  programs  like  that  do  not  justify 
the  continuing  cost  while  having  those  individuals  continue  on 
public  assistance. 

They  are  very  costly,  they  are  not  cost  effective.  They  do  little  in 
reducing  the  caseload. 

We  would  strongly  advocate  that  the  training  and  employment 
opportunities  need  to  be  developed  by  States  and  can  be  developed 
by  States. 

Again,  it  is  an  individual  thing  that  each  State  must  look  at  in 
terms  of  its  own  economic  circumstances,  its  wage  structure,  and 
all  of  the  cost  of  living  within  that  particular  State. 

In  conclusion,  I  would  like  to  comment  on  the  administration's 
proposed  reductions  in  the  food  stamp  program,  and,  first,  I  have  to 
say,  we  are  concerned  with  any  reductions  that  shift  the  costs  to 
the  State,  that  severely  undercut  the  level  of  support  for  the  elder- 
ly and  children,  and  acts  as  a  disincentive  to  employment  of  adult 
recipients. 

The  administration's  proposal  to  pro  rate  the  initial  allotment  to 
a  food  stamp  household  depending  upon  the  time  in  the  month  that 
a  household  applies  for  stamps,  and  the  proposal  to  tighten  admin- 
istration through  simplifying  or  eliminating  excessive  regulations 
should  result  in  program  improvements  without  serious  impact  on 
recipients. 

The  administration's  proposal  to  require  determination  of  eligi- 
bility based  on  income  received  30  to  90  days  prior  to  the  date  of 
application,  as  opposed  to  projected  income,  has  both  positive  and 
negative  implications. 

On  the  positive  side,  this  proposal  would  eliminate  those  individ- 
uals who  recently  had  adequate  income  from  employment  and  are 
likely  to  return  to  that  employment  in  the  near  future. 

It  would  also  provide  some  check  on  the  number  of  expedited 
determinations  if  the  States  are  given  authority  to  require  docu- 
mentation of  income  for  expedited  cases  prior  to  certification. 

On  the  other  hand,  the  longer  the  period  of  past  income  that  is 
required  for  determination  of  eligibility,  the  greater  the  possibility 
of  undue  hardship  on  households  which  experience  a  sudden 
change  in  circumstances. 

If  the  proposal  includes  mandatory  monthly  reporting  of  income, 
as  it  would  almost  have  to  do  to  be  effective,  additional  State  funds 
will  be  needed  to  implement  this  provision. 

The  need  for  additional  administrative  funds  is  based  on  four 
assumptions,  and  I  feel  it  is  necessary  to  share  these  with  you, 
because  we  are  using  what  we  feel  is  the  minimum:  that  house- 
holds on  fixed  incomes  will  not  be  required  to  report  income 
monthly;  that  States  will  be  able  to  eliminate  existing  notification 
requirements  if  a  monthly  household  report  does  not  change  a 
household's  allotment,  that  food  stamp  households  will  bear  the 
cost  of  postage  related  to  monthly  reporting,  and  that  no  more 
than  25  percent  of  the  new  households  required  to  report  will  have 
a  change  in  their  allotment. 

Now,  that  is  of  course  an  estimate. 
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Given  these  assumptions,  the  number  of  interim  changes  which 
Florida  alone  would  have  to  process  would  increase  by  212,000  per 
month.  The  total  estimated  cost  for  staff  to  carry  out  this  activity 
would  be  $6,800,000. 

Now,  there  are  other  alternatives.  The  alternative  would  be  to  go 
to  a  more  sophisticated  computerized  system,  which  would  require 
considerable  time  to  develop,  and  Florida  already  has  an  automat- 
ed food  stamp  information  system,  and  it  still  would  need  24 
months.  So  what  we  are  talking  about  is  with  an  increase  of 
212,000  pieces  of  paper  per  month,  let  us  say  to  process,  at  the 
minimum  requirements  that  I  have  outlined  here,  it  is  a  consider- 
able expenditure. 

Nevertheless,  I  think  we  would  have  to  say  it  amounts  to  a  more 
accurate  reporting,  and  that  while  we  support  the  concept  of  retro- 
spective accounting,  we  recommend  the  accounting  period  not 
exceed  30  days,  and  that  the  increased  administrative  burden  cre- 
ated by  this  proposal  be  funded  100  percent  by  Federal  funds. 

The  administration's  proposal  to  cancel  the  adjustment  of  allot- 
ment levels,  we  have  concern  because  it  obviously  affects  the  elder- 
ly, and  it  impacts  most  heavily  on  those  persons  likely  least  able  to 
meet  their  needs:  the  elderly,  children,  and  the  long-term  unem- 
ployed. 

We  estimate  that  this  proposal  will  impact  164,000  of  Florida's 
food  stamp  recipients  who  are  elderly  and/or  recipients  of  SSI,  and 
the  cancellation  of  the  additional  child  care  deduction  may  serve  as 
a  disincentive  to  employment. 

The  administration's  proposal  to  deduct  the  cost  of  school  meals 
from  the  household  food  allotment  for  each  child  eligible  for  a 
school  meal,  if  not  implemented  with  caution,  could  reverse  years 
of  improvement  in  child  nutrition. 

There  are  300,000  school  age  food  stamp  recipients  in  Florida. 
The  average  cost  of  a  school  lunch  in  the  administration's  proposal 
is  65  cents;  the  average  food  stamp  meal  benefit  is  only  38  cents.  If 
the  household  food  stamp  allotment  is  reduced  by  65  cents  a  day, 
the  household  would  lose  $11.50  per  month,  per  child. 

This  would  result  in  a  total  annual  loss  of  benefits  in  Florida  of 
$31,050,000.  If  on  the  other  hand  the  household  food  stamp  allot- 
ment is  reduced  by  a  value  equal  to  the  average  stamp  benefit  per 
meal,  the  household  would  lose  $6.70  per  month,  per  child.  This 
procedure  would  result  in  a  total  annual  loss  of  benefits  in  Florida 
of  $18,090,000. 

What  I  am  suggesting  is  that  we  must  look  at  the  total  food 
stamp  meal  rather  than  the  $0.65  we  are  looking  at  now. 

If  this  proposal  is  approved,  we  strongly  urge  that  the  reduction 
per  child  not  exceed  the  value  of  the  average  food  stamp  benefit 
per  meal. 

If  the  reduction  in  the  food  stamp  program  to  130  percent  of  the 
poverty  level  is  necessary,  it  will  amount  to  an  elimination  of 
approximately  5,700  households.  This  proposal  would  not  have  any 
impact  on  administrative  costs  because  the  number  of  households 
affected  is  so  small. 

I  thank  you. 

Senator  Hawkins.  Thank  you. 
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that  to  other  alternatives  which  would  hurt  the  poorest  of  the  poor. 
So  in  the  event  Congress  does  cut  the  program,  make  the  cuts  at 
the  top  of  the  income  scale  rather  than  across  the  board. 

I  think  the  pain  can  be  kept  to  a  minimum  if  the  Congress 
resists  the  temptation  to  always  add  exceptions,  exclusions,  or  spe- 
cial considerations  for  different  groups  of  people.  In  other  words,  it 
ought  not  tinker  with  the  program  every  year,  so  that  those  of  us 
in  the  States  can  administer  food  stamps  in  the  way  Congress 
wants. 

I  think,  States  should  be  given  more  authority  and  flexibility. 
The  50  States,  the  four  territories  and  the  District  vary.  Each 
knows  better  than  anyone  else  its  conditions.  Therefore,  we  think 
we  can  better  administer  if  we  have  more  flexibility. 

We  also  think  certain  things  can  be  modified  that  would  save 
money. 

For  example,  currently,  if  a  person  comes  in  late  in  the  month  to 
apply  for  food  stamps  and  they  are  determined  eligible,  we  give 
them  a  whole  month's  benefit.  That  benefit  could  be  prorated  for 
the  part  of  the  month  they  are  eligible  and  a  significant  amount  of 
money  could  be  saved. 

There  is  a  mandate  currently  that  we  must  perform  outreach.  I 
cannot  believe  there  is  anybody  left  in  Michigan  that  does  not 
know  there  is  a  food  stamp  program;  nevertheless,  Federal  law  and 
Federal  regulations  mandate  us  to  run  an  extensive  outreach  pro- 
gram. I  think  the  ourtreach  requirement  could  be  eliminated. 

I  think  States  should  be  given  more  contract  authority.  We  have 
just  gone  through  a  rebidding  process  for  food  stamp  issuance  in 
Wayne  County.  We  have  some  vendors  who  have  bid  as  low  as  a 
dollar  to  issue  food  stamps,  but  the  Post  Office  charges  us  $1.42.  If 
States  had  more  authority  to  contract,  I  think  they  could  save 
money. 

The  major  thing  the  National  Council  is  concerned  about,  is  we 
hope  that  as  Congress  makes  its  decisions  on  food  stamps,  it  will 
not  further  complicate  the  program.  I  said  the  program  is  well  run, 
and  I  believe  it  is,  but  it  is  well  run  despite  the  fact  that  it  has 
been  changed  every  year.  The  1977  act  was  not  even  final  and  no 
regs  were  issued,  before  Congress  made  further  changes  in  1978 
and  1979.  Above  all,  we  need  stability,  and  unless  we  get  stability, 
the  program  will  never  be  as  well  run  as  the  Congress  would 
appreciate. 

Thank  you. 

Senator  Hawkins.  You  agree  that  there  is  fraud  in  the  program? 

Mr.  Dempsey.  Certainly.  There  is  fraud  in  every  program. 

Senator  Hawkins.  Do  you  have  any  recommendations  on  how  to 
cut  fraud,  so  we  can  deliver  more  food  to  people? 

Mr.  Dempsey.  Well,  I  think  first  of  all,  the  extent  of  fraud  is 
exaggerated,  but  I  think  it  does  exist.  The  type  of  fraud  that  is 
extremely  serious  is  organized  fraud,  what  the  Inspector  General 
and  the  GAO  has  referred  to  as  organizations  that  go  out  and  steal 
quantities  of  stamps,  which  they  then  duplicate  or  counterfeit.  I 
think  more  emphasis  on  prosecution  of  those  criminals  would  have 
a  deterrent  effect. 

When  I  first  took  over  the  welfare  department  in  Michigan,  I 
went  down  and  met  with  the  U.S.  attorney  in  Michigan,  and  I  said 
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that  I  was  having  trouble  prosecuting  welfare  or  food  stamp  fraud 
because  essentially  it  is  a  matter  for  a  local  prosecutor.  In  Michi- 
gan we  have  83  counties,  and  we  have  83  prosecutors. 

The  U.S.  attorney  for  the  eastern  district  of  Michigan  agreed 
with  me,  so  we  put  together  a  task  force  of  Federal  and  State 
officials  that  included  the  FBI,  the  IRS,  the  Postal  Service,  and 
others.  We  went  to  court,  and  we  put  a  bunch  of  people  in  jail. 
That  effort  did  more  to  curtail  fraud  in  Michigan  than  all  of  the 
talk  and  all  of  the  administrative  controls. 

The  problem  is  that  there  is  a  tremendous  amount  of  activity, 
but  very  little  successful  prosecution.  If  you  talk  to  the  average 
U.S.  attorney,  he  will  tell  you  he  is  concerned  with  big  crime,  and 
he  does  not  worry  too  much  about  the  food  stamp  person  who 
cheats  $200  or  $300  every  few  months. 

Nonetheless,  the  only  way  you  can  deter  fraud  is  to  prosecute  it 
and  put  some  in  jail. 

Senator  Hawkins.  The  word  spreads  and  then  it  ceases? 

Mr.  Dempsey.  The  word  is  on  the  street,  if  you  cheat  you  will  not 
get  caught.  If  you  get  caught,  they  will  not  do  anything. 

As  soon  as  you  catch  up  and  put  a  few  away,  that  type  of  fraud 
disappears.  There  is  another  element  that  some  call  fraud,  but  it  is 
really  a  form  of  waste.  The  way  the  program  works  today  is  that 
when  someone  comes  in  and  applies  for  food  stamps,  we  are  re- 
quired to  estimate  what  his  income  will  be  the  next  month.  He  fills 
out  the  application  saying  he  works  in  a  gas  station  20  hours  a 
week  for  earnings  of  $200  a  month.  Based  on  that  information  we 
determine  his  eligibility  and  benefit  level. 

After  the  month  is  over,  we  review  his  income,  and  we  may 
discover  he  actually  earned  $300.  Now,  he  did  not  commit  fraud  in 
his  application.  What  he  did  was  underestimate.  Unless  he  comes 
in  and  tells  us,  we  have  no  way  of  knowing  the  estimate  is  wrong 
unless  we  catch  the  error.  In  addition,  he  may  have  had  no  way  of 
knowing  that  his  actual  income  would  exceed  the  estimate. 

Before  you  came  in  earlier  this  morning  the  chairman  talked 
about  matching  all  of  these  things  on  computers.  The  answer  is 
yes,  you  could  theoretically,  but  you  can  only  match  if  there  is 
something  to  match  with. 

In  Michigan  we  match  clients'  statements  and  clients'  represen- 
tations with  everything  we  can.  We  are  developing  a  match  with 
our  secretary  of  state's  office.  In  the  food  stamp  program,  you  can 
own  one  automobile  up  to  $4,500.  In  Michigan,  if  you  are  going  to 
drive  a  car,  you  have  to  have  a  driver's  license,  and  so  the  secre- 
tary of  state  has  a  list  of  every  automobile  in  Michigan.  He  has  a 
list  of  all  of  the  registrations.  We  are  developing  a  computer  pro- 
gram to  match  with  the  secretary  of  state's  file,  so  if  a  family  has 
two  cars,  we  will  pick  it  up,  and  if  they  own  a  snowmobile,  it  has  to 
be  licensed,  and  we  will  pick  that  up,  so  computerization  will  help. 

The  problem  is  that  not  all  States  are  heavily  computerized. 
Michigan  is  probably  as  far  along  as  anyone,  and  it  takes  time  to 
develop  and  implement  effective  automation. 

Congress  last  year  passed  an  amendment  to  pay  75  percent  of  the 
cost  of  computerization  as  an  incentive  to  the  States  to  computer- 
ize. The  dilemma  is  the  law  was  passed  last  year,  but  USDA  still 
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does  not  have  the  regs  out.  By  the  time  they  are  out,  another  year 
will  be  lost. 

Senator  Hawkins.  On  page  9  you  say  we  should  include  food 
stamps  in  the  AFDC  programs. 

Do  you  have  any  specific  suggestions  how  this  committee  might 
parallel  the  AFDC  program? 

Mr.  Dempsey.  I  would  suggest  you  talk  to  Senator  Dole,  who  is 
the  chairman  of  Finance,  which  has  jurisdiction  over  AFDC,  and 
who  is  a  ranking  member  of  this  committee,  about  ways  this  can  be 
achieved.  Part  of  the  problem  is  that  the  administration  has  pro- 
posed a  lot  of  changes  in  AFDC.  Most  of  us  support  the  majority  of 
them.  They  have  also  proposed  changes  in  the  food  stamp  program. 
If  House  Ag  or  Senate  Ag  change  the  program,  and  Senate  Finance 
changes  AFDC,  my  guess  is  we  will  end  up  with  programs  that  are 
even  less  compatible  than  now.  Somehow  you  have  to  get  the  Ag 
and  Finance  Committees  and  the  House  Ways  and  Means  Commit- 
tee to  come  together  on  these  programs.    . 

If  a  person  walks  into  one  of  my  offices  today  and  fills  out  an 
application  for  AFDC,  he  also  asks  for  food  stamps.  The  circum- 
stances are  identical,  the  conditions  are  the  same.  But  every  ele- 
ment of  eligibility  has  to  be  measured  in  two  different  ways;  one 
for  the  food  stamp  program  and  one  for  the  AFDC  program. 

In  AFDC,  an  automobile  is  exempt  up  to  $750.  In  the  food  stamp, 
it  is  up  to  $4,500.  When  you  double  the  requirements  in  this  way, 
and  you  double  the  activitv,  you  increase  the  chance  for  error. 

The  people  working  in  Michigan  in  those  offices  are  decent 
people.  They  are  trying  to  do  a  good  job,  but  when  you  give  them  a 
very  complicated,  incompatible  set  of  programs,  they  make  mis- 
takes, and  that  inevitably  leads  to  allegations  of  waste.  I  think  that 
now,  while  the  President  is  proposing  changes,  is  an  excellent  time 
to  bring  the  two  programs  together. 

Senator  Hawkins.  Thank  you,  Mr.  Dempsey. 

Mr.  Dempsey.  Thank  you. 

Senator  Hawkins.  Since  we  do  have  some  witnesses  from  North 
Carolina,  I  would  rather  they  wait  for  the  chairman  when  he 
comes  back. 

Let  us  now  hear  from  Mary  Loepp,  staff  director,  Economic 
Section,  Dopartment  of  Health  and  Rehabilitation  Services,  Talla- 
hassee, Fla.;  and  Mr.  Bill  Davis,  director,  Division  of  Public  Assist- 
ance Fraud,  Auditor  General's  Office,  Tallahassee,  Fla. 

We  have  copies  of  your  testimony,  so  if  you  could  summarize  it, 
that  would  be  fine. 

STATEMENT  OF  MARY  P.  LOEPP,  PROGRAM  STAFF  DIRECTOR, 
ECONOMIC  SERVICES,  DEPARTMENT  OF  HEALTH  AND  REHA- 
BILITATIVE SERVICES,  STATE  OF  FLORIDA 

Ms.  Loepp.  It  is  a  pleasure  to  be  here.1 

I  think  if  anything,  I  would  like  to  be  viewed  as  a  good  advocate 
of  the  food  stamp  program. 

I  think  there  also  need  to  be  elements  implemented  in  that 
program  which  would  allow  it  to  have  more  integrity. 

The  food  stamp  program  in  Florida  has  grown  51  percent  in  24 
months.  What  it  has  done  by  that  drastic  growth  which  has  been 


1  See  p.  401  for  the  prepared  statement  of  Ms.  Loepp. 
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compounded  by  the  fact  that  Florida  has  been  heavily  hit  by  an 
influx  of  Cubans  and  Haitian  entrants  amounting  to  almost  70,000 
increase  in  the  caseload  in  food  stamps  in  August  1980,  has 
brought  to  our  attention  a  number  of  things  that  have  become 
more  vivid  to  us  let  us  say  in  the  last  1%  to  2  years. 

There  are  three  basic  areas  where  we  feel  we  need  to  point  out 
some  problems  that  we  see.  We  do  recognize  that  there  is  program 
error,  there  is  program  abuse,  and  that  we  need  to  do  something 
about  it. 

Mr.  Davis  will  be  covering  in  his  part  the  errors  that  he  has 
found  in  his  audit.  The  USDA  has  conducted  audits  and  does  them 
periodically  on  Dade  County,  which  has  almost  one-third  of  Flor- 
ida's total  food  stamp  population. 

The  error  rates  indicated  by  USDA  for  Dade  County  is  13.3 
percent.  That  we  feel  is  out  of  proportion,  it  is  too  high.  We  can 
address  this.  We  can  say  it  is  the  direct  result  of  false  reporting  of 
incomes,  savings  and  checking  accounts,  shelter  deductions,  utility 
allowances  and  household  size  and  composition. 

We  have  for  a  long  time  in  Florida  voiced  the  belief  that  the  food 
stamp  regulations  need  to  be  tightened  in  a  number  of  ways. 

This  committee  has  already  heard  from  a  number  of  participants 
this  morning  outlining  those.  In  my  report  you  will  find  they  are 
further  outlined. 

We  have  requested  waivers,  only  to  be  told  that  the  authority  to 
grant  waivers  is  not  there. 

We  are  greatly  encouraged  by  the  proposed  regulations  that 
would  allow  us  to  do  most  of  the  things  that  we  feel  need  to  be 
done  in  Florida  to  control  the  program  in  terms  of  fraud  and  abuse. 

Florida,  as  indicated  in  earlier  testimony,  has  already  imple- 
mented an  income  matching  system  that  is  statewide  as  of  Septem- 
ber of  last  year.  We  feel  the  preliminary  results  of  the  implementa- 
tion of  that  program,  that  it  is  too  early  for  us  to  give  you  anything 
we  feel  would  be  particularly  concrete  at  this  point  in  time. 

The  initial  examination  however  on  a  pilot  project  that  was 
implemented  in  the  very  beginning,  before  statewide  implementa- 
tion, did  indicate  it  would  be  a  cost  effective  program  in  terms  of 
the  savings  to  the  State. 

There  has  also  been  implemented  an  employee  selection  process, 
which  I  have  not  heard  mentioned  this  morning.  We  have  deter- 
mined that  there  is  a  tendency  by  employees,  again  because  the 
regulations  governing  the  program  are  loose,  that  the  employees 
are  in  position  to  abuse  the  program  as  well,  if  they  so  choose. 

We  feel  that  through  the  implementation  of  the  employees  selec- 
tion criteria,  to  include  background  checks  as  necessary  would  help 
to  eliminate  those  persons  who  might  have  a  lack  of  suitability  for 
employment,  as  food  stamp  eligibility  workers  or  cashiers. 

Training  we  feel  is  a  primary  concern  of  the  program.  The  staff 
turnover  has  been  a  real  problem  for  us.  It  is  imperative  that 
workers  be  trained  as  to  the  proper  determination  of  eligibility, 
and  if  we  do  not  do  that,  then  I  think  we  can  continue  to  see 
increased  error  rates. 

A  monitoring  system  has  been  implemented  for  fraud  detection 
and  prosecution  in  Florida,  and  this  has  already  been  referred  to, 
and  Mr.  Davis  will  be  going  into  that  in  greater  detail. 
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The  second  major  area  that  we  have  is  with  the  instability  of  the 
food  stamp  program,  it  has  been  referred  to.  Also  the  lack  of 
flexibility  at  the  State  level. 

I  have  to  refer  again  to  the  fact  that  Flordia  has  requested 
formally  at  least  on  one  occasion  to  be  allowed  to  change  regula- 
tions, to  allow  us  to  implement  policy  which  we  feel  will  control 
some  of  the  error  and  abuse  going  on. 

That  flexibility  needs  to  be  left  with  the  States.  Everytime  a 
policy  is  implemented  or  sent  to  a  State,  it  requires  a  revision  of 
manuals,  retraining  of  staff,  reeducation  of  recipients,  and  on  some 
occasions  reprograming  of  computers. 

The  third  area  I  would  like  to  address  is  inconsistency  between 
related  federally  funded  programs  with  respect  to  eligibility  re- 
quirements, verification  procedures,  and  recipient  responsibility, 
which  has  also  been  alluded  to. 

It  is  something  we  need  to  look  at  in  terms  of  not  only  the  food 
stamp  program  and  the  AFDC  program,  we  have  also  implemented 
in  Florida  a  low  energy  program,  and  there  are  undoubtedly  other 
programs  which  will  come  down, 

We  insist  upon  the  same  staff  in  many  instances,  particularly  as 
it  relates  to  food  stamps  and  AFDC,  determining  joint  eligibility, 
but  the  more  diversity  there  is  between  the  eligibility  criteria,  the 
increased  instances  of  error. 

We  strongly  recommend  there  be  some  consideration  allowing 
the  States  flexibility,  and  I  have  enumerated  these  in  the  packet, 
and  I  will  not  go  into  them  in  detail,  except  to  say  they  are  asset 
limits,  work-related  expenses,  child  care  and  documentation,  which 
we  have  already  touched  on  before. 

These  examples  illustrate  the  unnecessary  complexity  built  into 
the  programs  designed  to  serve  the  same  people. 

A  worker  responsible  for  determining  eligibility  for  individual  or 
households  for  all  types  of  public  assistance  learn  several  different 
criteria  and  must  be  retrained  as  these  criteria  are  revised. 

Having  indicated  to  you  some  of  what  we  feel  are  the  major 
operational  problems  facing  the  food  stamp  program,  I  would  like 
to  share  some  of  the  recommendations  which  we  feel  would  help 
address  some  of  the  problems  in  the  program. 

The  one  I  have  already  mentioned  is  documentation  and  verifica- 
tion. We  recognize  up  front,  I  think,  most  of  us  who  have  been 
involved  in  the  food  stamp  program  for  any  length  of  time,  that 
there  is  definitely  fraud  and  abuse. 

We  need  to  stop  that  at  the  front  end.  It  does  not  need  to  be 
stopped  6  months  or  a  year  later,  through  some  monitoring  effort, 
or  some  audit  report,  or  some  other  means. 

If  we  are  allowed  to  document  and  verify  all  of  the  eligibility 
criteria  at  the  front  end,  we  feel  we  can  substantially  eliminate  the 
error  and  abuse  in  the  program. 

I  would  use  as  an  example  the  AFDC  program  in  Florida,  and 
the  other  States  back  in  the  early  1970's.  We  used  what  was 
referred  to  as  simplified  eligibility.  At  that  point  in  time,  the 
caseload  in  Florida  was  higher  in  AFDC  than  it  is  today.  The  error 
rate,  or  the  quality  control  rate  was  some  20  percent.  It  is  now  just 
slightly  over  6  percent.  It  has  been  as  low  as  4  percent. 
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Second,  States  should  be  given  the  flexibility  to  establish  re- 
source limits,  exemptions  from  work  requirements,  standard  deduc- 
tions, and  other  factors  of  eligibility  which  are  as  uniform  as 
possible  across  programs  designed  to  serve  low-income  persons. 
Congress  could  and  should  establish  minimum  and  maximum 
ranges.  This  procedure  would  give  States  the  ability  to  have  more 
uniform  standards  across  programs  if  they  felt  this  was  appropri- 
ate. 

Flexibility  in  the  area  of  deductions  from  income  could  be  ex- 
tended to  permit  States  to  utilize  a  single  standard  deduction  in 
lieu  of  the  complex  set  of  deductions  which  now  exist.  The  choice 
as  to  application  of  a  single  deduction  or  a  package  of  deductions 
should  be  at  the  State  level  because  of  wide  variations  in  the 
characteristics  of  food  stamp  recipients,  the  availability  of  other 
resources  which  may  or  may  not  meet  some  of  the  needs  covered 
by  a  targeted  deduction,  and  the  cost  of  living. 

Third,  the  States  need  the  authority  to  develop  and  establish 
priorities  among  program  functions  and  issue  policy  clarifications 
without  the  prior  approval  of  the  USDA.  This  authority  would 
enable  the  States  to  organize  the  delivery  of  services  in  the  most 
efficient  manner  to  meet  State  needs  and  to  correspond  to  State 
organizational  structures,  including  the  consolidation  of  programs 
and  staff  functions  where  appropriate. 

Again  I  am  referring  to  the  duplicative  costs  of  having  separate 
and  diverse  programs.  We  would  suggest  the  Federal  Government 
encourage,  support  and  develop  pilot  projects  to  improve  program 
operations. 

I  say  support,  because  without  support,  these  pilot  projects  are 
not  going  to  be  forthcoming,  they  are  not  going  to  produce  the  kind 
of  results  we  feel  are  needed. 

I  would  like  to  stress  at  this  point  in  time,  before  I  run  out  of 
time,  we  feel  that  the  Federal  role  is  primarily,  should  be,  policy 
and  results  oriented. 

The  State  role  should  be  operational  and  results  oriented,  and 
those  two  require  really  a  change  I  think  in  the  relationship  be- 
tween the  Federal  and  the  State  levels  that  has  not  occurred  in  the 
past. 

The  State  role  is  to  implement  broad  policy  in  the  local  context, 
establish  operational  procedures  and  program  priorities,  deliver  the 
required  services,  carry  out  corrective  action  and  monitor  and 
evaluate  results.  The  Federal  role  is  primarily  policy  and  results 
oriented;  the  State  role  is  primarily  operational  and  results  oriented. 

Finally,  we  would  like  to  say  the  reform  of  the  food  stamp 
program,  and  other  public  assistance  programs,  needs  to  be  accom- 
panied by  an  employment,  training  and  economic  development  pro- 
gram targeted  to  those  public  assistance  recipients  who  are  able  to 
work. 

We  must  look  at  the  people  we  are  trying  to  help.  When  we  look 
at  the  basis  of  putting  an  individual  to  work,  it  should  not  be  at  a 
greater  cost  to  the  taxpayer  on  a  longrun  basis. 

It  should  be  a  program  which  is  geared  to  making  that  individual 
independent  and  a  taxpayer,  which  has  already  been  said  here  this 
morning. 
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When  we  put  them  into  jobs  which  simply  make  them  earn  their 
public  assistance,  whether  it  be  food  stamps  or  AFDC,  the  adminis- 
trative expenditures  for  setting  up  programs  like  that  do  not  justify 
the  continuing  cost  while  having  those  individuals  continue  on 
public  assistance. 

They  are  very  costly,  they  are  not  cost  effective.  They  do  little  in 
reducing  the  caseload. 

We  would  strongly  advocate  that  the  training  and  employment 
opportunities  need  to  be  developed  by  States  and  can  be  developed 
by  States. 

Again,  it  is  an  individual  thing  that  each  State  must  look  at  in 
terms  of  its  own  economic  circumstances,  its  wage  structure,  and 
all  of  the  cost  of  living  within  that  particular  State. 

In  conclusion,  I  would  like  to  comment  on  the  administration's 
proposed  reductions  in  the  food  stamp  program,  and,  first,  I  have  to 
say,  we  are  concerned  with  any  reductions  that  shift  the  costs  to 
the  State,  that  severely  undercut  the  level  of  support  for  the  elder- 
ly and  children,  and  acts  as  a  disincentive  to  employment  of  adult 
recipients. 

The  administration's  proposal  to  pro  rate  the  initial  allotment  to 
a  food  stamp  household  depending  upon  the  time  in  the  month  that 
a  household  applies  for  stamps,  and  the  proposal  to  tighten  admin- 
istration through  simplifying  or  eliminating  excessive  regulations 
should  result  in  program  improvements  without  serious  impact  on 
recipients. 

The  administration's  proposal  to  require  determination  of  eligi- 
bility based  on  income  received  30  to  90  days  prior  to  the  date  of 
application,  as  opposed  to  projected  income,  has  both  positive  and 
negative  implications. 

On  the  positive  side,  this  proposal  would  eliminate  those  individ- 
uals who  recently  had  adequate  income  from  employment  and  are 
likely  to  return  to  that  employment  in  the  near  future. 

It  would  also  provide  some  check  on  the  number  of  expedited 
determinations  if  the  States  are  given  authority  to  require  docu- 
mentation of  income  for  expedited  cases  prior  to  certification. 

On  the  other  hand,  the  longer  the  period  of  past  income  that  is 
required  for  determination  of  eligibility,  the  greater  the  possibility 
of  undue  hardship  on  households  which  experience  a  sudden 
change  in  circumstances. 

If  the  proposal  includes  mandatory  monthly  reporting  of  income, 
as  it  would  almost  have  to  do  to  be  effective,  additional  State  funds 
will  be  needed  to  implement  this  provision. 

The  need  for  additional  administrative  funds  is  based  on  four 
assumptions,  and  I  feel  it  is  necessary  to  share  these  with  you, 
because  we  are  using  what  we  feel  is  the  minimum:  that  house- 
holds on  fixed  incomes  will  not  be  required  to  report  income 
monthly;  that  States  will  be  able  to  eliminate  existing  notification 
requirements  if  a  monthly  household  report  does  not  change  a 
household's  allotment,  that  food  stamp  households  will  bear  the 
cost  of  postage  related  to  monthly  reporting,  and  that  no  more 
than  25  percent  of  the  new  households  required  to  report  will  have 
a  change  in  their  allotment. 

Now,  that  is  of  course  an  estimate. 
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Given  these  assumptions,  the  number  of  interim  changes  which 
Florida  alone  would  have  to  process  would  increase  by  212,000  per 
month.  The  total  estimated  cost  for  staff  to  carry  out  this  activity 
would  be  $6,800,000. 

Now,  there  are  other  alternatives.  The  alternative  would  be  to  go 
to  a  more  sophisticated  computerized  system,  which  would  require 
considerable  time  to  develop,  and  Florida  already  has  an  automat- 
ed food  stamp  information  system,  and  it  still  would  need  24 
months.  So  what  we  are  talking  about  is  with  an  increase  of 
212,000  pieces  of  paper  per  month,  let  us  say  to  process,  at  the 
minimum  requirements  that  I  have  outlined  here,  it  is  a  consider- 
able expenditure. 

Nevertheless,  I  think  we  would  have  to  say  it  amounts  to  a  more 
accurate  reporting,  and  that  while  we  support  the  concept  of  retro- 
spective accounting,  we  recommend  the  accounting  period  not 
exceed  30  days,  and  that  the  increased  administrative  burden  cre- 
ated by  this  proposal  be  funded  100  percent  by  Federal  funds. 

The  administration's  proposal  to  cancel  the  adjustment  of  allot- 
ment levels,  we  have  concern  because  it  obviously  affects  the  elder- 
ly, and  it  impacts  most  heavily  on  those  persons  likely  least  able  to 
meet  their  needs:  the  elderly,  children,  and  the  long-term  unem- 
ployed. 

We  estimate  that  this  proposal  will  impact  164,000  of  Florida's 
food  stamp  recipients  who  are  elderly  and/or  recipients  of  SSI,  and 
the  cancellation  of  the  additional  child  care  deduction  may  serve  as 
a  disincentive  to  employment. 

The  administration's  proposal  to  deduct  the  cost  of  school  meals 
from  the  household  food  allotment  for  each  child  eligible  for  a 
school  meal,  if  not  implemented  with  caution,  could  reverse  years 
of  improvement  in  child  nutrition. 

There  are  300,000  school  age  food  stamp  recipients  in  Florida. 
The  average  cost  of  a  school  lunch  in  the  administration's  proposal 
is  65  cents;  the  average  food  stamp  meal  benefit  is  only  38  cents.  If 
the  household  food  stamp  allotment  is  reduced  by  65  cents  a  day, 
the  household  would  lose  $11.50  per  month,  per  child. 

This  would  result  in  a  total  annual  loss  of  benefits  in  Florida  of 
$31,050,000.  If  on  the  other  hand  the  household  food  stamp  allot- 
ment is  reduced  by  a  value  equal  to  the  average  stamp  benefit  per 
meal,  the  household  would  lose  $6.70  per  month,  per  child.  This 
procedure  would  result  in  a  total  annual  loss  of  benefits  in  Florida 
of  $18,090,000. 

What  I  am  suggesting  is  that  we  must  look  at  the  total  food 
stamp  meal  rather  than  the  $0.65  we  are  looking  at  now. 

If  this  proposal  is  approved,  we  strongly  urge  that  the  reduction 
per  child  not  exceed  the  value  of  the  average  food  stamp  benefit 
per  meal. 

If  the  reduction  in  the  food  stamp  program  to  130  percent  of  the 
poverty  level  is  necessary,  it  will  amount  to  an  elimination  of 
approximately  5,700  households.  This  proposal  would  not  have  any 
impact  on  administrative  costs  because  the  number  of  households 
affected  is  so  small. 

I  thank  you. 

Senator  Hawkins.  Thank  you. 
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know,  the  regulations  allow  it,  why  should  I  get  upset  about  it,  to 
the  overzealous,  perhaps  those  who  want  and  do  attempt  to  go 
further  than  the  regulations  allow,  and  then  we  end  up  in  conflict 
with  legal  services  because  we  are  harrassing  people.  Then  there  is 
the  other  element  that  says  anger  because  there  is  a  feeling  that 
they  do  not  have  the  authority  to  question. 

"Reason  to  question"  is  very  loose  when  you  can  use  terms  like 
document  and  verify.  Those  can  be  defined  very  specifically  to 
everybody's  understanding.  "Question"  just  cannot.  It  does  not 
result  in  the  necessary  information  we  need  to  make  sure  that 
each  one,  I  am  speaking  hopefully  from  a  worker's  standpoint,  that 
we  feel  we  can  be  satisfied  that  the  eligibility  has  been  determined, 
and  determined  accurately  with  the  exception  of  perhaps  false 
documentation,  which  I  would  hasten  to  point  out  is  also  becoming 
more  prevalent  in  this  program  as  well  as  others. 

The  Chairman.  That  is  a  very  eloquent  statement. 

Senator  Hawkins.  Mr.  Davis? 

STATEMENT  OF  BILLY  G.  DAVIS,  DIRECTOR,  DIVISION  OF 
PUBLIC  ASSISTANCE  FRAUD,  OFFICE  OF  THE  AUDITOR  GEN- 
ERAL, STATE  OF  FLORIDA 

Mr.  Davis.  That  is  a  tough  act  to  follow. 

I  would  start  off  by  saying  I  certainly  appreciate  the  opportunity 
to  be  here  today  and  point  out  as  being  head  of  the  State  Investiga- 
tive Agency  in  the  State  of  Florida,  investigating  food  stamp  fraud, 
I  do  agree  we  should  stop  fraud  at  the  front  door.1 

I  am  not  concerned  with  working  myself  out  of  a  job,  but  I  do 
agree  we  should  stop  it  at  the  front  door,  and  I  do  want  to  point 
out  we  have  statewide  responsibility  to  investigate  fraud. 

We  are  a  separate  agency  from  the  agency  administering  the 
food  stamp  program.  However,  we  work  very  well  together. 

I  was  going  to  say,  perhaps  we  are  the  odd  couple  here  testifying, 
because  we  do  agree  on  many  matters. 

There  are  those  who  would  have  you  believe  that  anyone  receiv- 
ing food  stamps  is  committing  fraud,  and  then  there  are  others 
who  testify  that  they  believe  little  fraud  exists.  Neither  of  these 
statements  can  be  supported  by  facts. 

I  would  comment  that  we  are  only  unique  in  Florida  because  we 
are  trying  to  do  something  about  fraud  in  the  public  assistance 
programs  since  1972.  I  feel  that  fraud  does  exist  in  Florida,  also 
that  it  exists  in  other  States.  Also,  that  less  would  exist  in  other 
States  if  those  States  implemented  the  type  of  effort  we  have  in  the 
State  of  Florida. 

This  morning  in  testimony  it  was  pointed  out  that  food  stamps 
have  become  a  form  of  currency.  I  have  in  my  testimony  that  I  too 
believe  food  stamp  coupons  are  a  form  of  currency.  As  a  matter  of 
fact,  they  are  very  much  like  script  used  at  one  time  by  the 
military  at  overseas  installations. 

I  came  here  in  1975  to  testify  before  similar  hearings,  and  in 
going  back  through  the  testimony  in  1975,  I  found  that  Senator 
Helms  filed  a  statement  for  the  record  and  said  in  part: 

A  thriving  blackmarket  exists  for  food  stamps.  Food  stamp  coupons  are  as  easily 
negotiable  as  cash  and  have  no  identifying  requirements  upon  them. 


1  See  p.  408  for  the  prepared  statement  of  Mr.  Davis. 
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Senator,  in  1981  it  still  exists  as  it  did  in  1975.  I  think  we  all 
recognize  that  we  need  to  look  at  several  measures  in  stopping 
fraud. 

I  might  go  back  just  a  moment,  I  do  think  there  are  several 
things  that  created  the  problem  we  have  now  with  fraud  in  the 
food  stamp  program.  Many  of  them  have  been  mentioned  before, 
and  I  will  not  go  back  on  those. 

I  agree  with  Mary,  that  the  regulations  issued  by  the  Depart- 
ment of  Agriculture  have  handcuffed  the  States'  efforts  to  verify 
the  facts  presented  to  them  by  recipients. 

I  think  also  the  States  have  to  take  some  responsibility,  because 
many  States  have  not  created  any  effort  to  investigate  and  pros- 
ecute for  fraud  in  the  food  stamp  program. 

I  would  like  to  summarize  briefly  a  study  I  did  in  the  State  of 
Florida,  or  that  I  supervised,  I  should  say,  for  the  food  stamp  rolls 
for  the  month  of  November  1979.  I  did  attach  to  my  full  text  the 
complete  report  we  made  on  that  study. 

We  concluded,  and  we  did  this  by  the  use  of  generally  accepted 
statistical  sampling  methods  and  projections,  that  15.8  percent  of 
the  November  1979  food  stamp  cases  in  the  State  of  Florida  re- 
ceived all  or  part  of  their  food  stamps  through  the  improper  mis- 
representation of  the  facts. 

Projected  dollars  received  by  fraud  were  $4.1  million  for  the 
month  of  November  1979  out  of  the  total  food  stamp  issuance 
during  that  month  of  approximately  $28  million.  This  15.8-percent 
fraud  rate  is  a  conservative  estimate  because  the  basis  of  our 
projection  was  only  those  cases  where  we  had  sufficient  evidence  to 
warrant  a  referral  to  the  proper  prosecuting  authority.  In  addition 
to  the  fraud  rate,  we  concluded  that  approximately  14.5  percent  of 
the  food  stamp  cases  in  that  month  received  a  total,  or  partial, 
overissuance  of  food  stamps  because  of  apparent  errors.  The  dollars 
associated  with  this  14.5-error  rate  were  an  additional  $1.5  million. 
When  combining  the  project  dollars  associated  with  the  fraud  cases 
and  the  projected  dollars  associated  with  the  error  cases,  it  meant 
that  approximately  21  percent  of  the  food  stamp  dollars  distributed 
in  Florida  for  the  month  of  November  1979  were  distributed  be- 
cause of  fraud  or  error. 

Senator  Hawkins.  What  was  the  percent? 

Mr.  Davis.  Twenty-one  percent  of  the  dollar  value. 

Again,  I  want  to  say  I  do  not  think  we  are  unique.  I  think  the 
fact  that  we  have  looked  at  the  problem  and  pointed  out  what  the 

Froblem  is,  and  that  it  does  exist,  we  are  unique  in  that  sense,  but 
do  not  think  we  are  the  only  State  that  has  fraud.  No  other  State 
to  my  knowledge  has  ever  done  such  a  study  as  we  did. 

I  think  also  to  demonstrate  the  type  of  organized  activity  that 
goes  on,  I  would  mention  to  you  one  case  we  worked  on  for  about 
15  months  in  Dade  County.  We  always  seem  to  get  back  to  Miami 
for  some  reason,  where  an  organized  group  of  two  or  three  women 
had  set  up  files  in  their  homes;  were  going  out  recruiting  people  off 
the  streets  and  were  putting  together  complete  sets  of  documents 
to  get  these  people  qualified  for  food  stamps.  Then  we  have  here 
social  security  cards  they  used  that  were  ordered  from  a  firm  in 
Miami  for  $3.  All  you  had  to  do  was  put  down  your  name,  and  for 
$3  you  get  a  social  security  card,  you  can  also  put  your  date  of 
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birth  on  it.  If  you  would  like  to  order  one,  here  is  an  application 
form. 

Senator  Hawkins.  Pick  any  date  you  want? 

Mr.  Davis.  Pick  any  date  you  want,  so  with  well-intended  regula- 
tions, we  can  ask  for  a  social  security  card,  and  there  is  no  reason 
why  workers  would  question  these  cards,  and  so  if  anybody  wants 
to  order  one,  here  is  an  order  blank. 

Also  here  is  a  group  of  birth  certificates  that  they  were  using  in 
this  ring  to  document  the  birth  of  children. 

We  estimated  based  on  the  data  gathered  when  search  warrants 
were  issued,  about  $500,000  in  food  stamps  had  been  obtained  by 
this  group  of  two  or  three  women. 

I  think  to  stop  this  kind  of  activity  we  have  got  to  stop  people 
from  spending  the  food  stamps  at  the  grocery  stores  that  are  not 
eligible  to  receive  them. 

We  can  talk  all  day  about  investigating  fraud  but  what  have  you 
got  when  anyone  can  go.  into  a  grocery  store  in  this  country  with 
food  stamps,  and  buy  food  for  them,  whether  they  are  eligible 
recipients  or  not. 

I  think  there  are  some  things  that  might  be  considered  that  I 
think  are  different,  that  I  have  not  heard  mentioned.  If  we  want  to 
keep  the  food  stamp  program  as  it  is  with  food  coupons,  maybe  we 
want  to  explore  a  different  color  of  stamps  for  different  months, 
and  have  those  redeemed  only  for  the  months  they  are  intended  to 
be  used  in. 

As  it  is  now,  they  can  be  used  for  numerous  periods  of  time. 

Also  another  possibility  is  cash  grants.  I  do  not  quite  understand 
the  mail  issuance,  where  somebody  has  got  to  get  the  food  stamps. 
But  maybe  we  ought  to  explore  mailing  cash  grants  for  the  food 
rather  than  mailing  food  stamps. 

To  determine  the  extent  of  blackmarketing  in  food  stamps,  we 
worked  with  two  prosecutors  in  the  State  of  Florida,  in  the  city  of 
St.  Petersburg  and  Jacksonville,  Fla.  With  our  investigators  work- 
ing with  the  State  attorney's  office  and  the  local  law  enforcement 
personnel  we  purchased  automobiles,  automobile  tires,  boats,  mari- 
huana, stoves,  air-conditioners,  we  equipped  an  entire  apartment 
with  furniture,  stereo  sets,  television  sets,  clothing,  numerous  ineli- 
gible items  in  "Mom  and  Pop"  grocery  stores,  and  you  may  not 
believe  this,  but  we  purchased  a  funeral  with  food  stamps,  so  as 
you  can  see  food  stamps  can  be  spent  for  anything  you  want. 

Now,  how  did  we  go  about  finding  these  people  that  were  provid- 
ing these  items  and  services  for  food  stamps? 

We  stood  in  the  food  stamp  lines  at  the  first  of  the  month  and 
asked  people  where  we  could  get  rid  of  the  food  stamps,  and  we 
found  out  from  these  people  in  the  food  stamp  lines  where  we  could 
get  rid  of  them. 

The  area  of  mail  issuance  is  one  that  deeply  concerns  me.  I  was 
talking  to  an  administrator  of  another  State  the  other  day,  and  he 
said  they  were  willing  to  accept  a  1-percent  loss  in  mail  issuance 
and  mail  food  stamps  to  the  entire  State. 

I  was  very  glad  to  hear  Senator  Helms  mention  this  morning 
that  we  need  to  count  these  small  amount  of  losses  up. 

My  best  estimate  is  that  a  1-percent  loss  nationwide  would  be 
somewhere  in  the  amount  of  $100  million  each  year;  that  is,  if  we 
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accept  a  loss  of  1  percent.  I  do  not  know  whether  you  are  willing  to 
accept  a  $100  million  loss  to  mail  out  stamps  to  all  people  in  the 
country,  but  I  cannot  accept  it. 

I  recommended  in  1975  that  another  possibility  of  stopping  the 
trafficking  in  food  stamps  was  countersigning  the  food  stamps. 

I  do  not  think  every  food  stamp  has  to  be  countersigned.  I  think 
you  could  countersign  the  cover  at  the  food  stamp  office  and  maybe 
have  the  people  at  the  grocery  store  verify  the  signature,  as  you 
would  travelers  checks,  or  as  you  and  I  would  when  cashing  a 
check. 

People  will  say  that  this  will  create  a  long  line  at  the  grocery 
store.  I  do  not  think  it  will  create  any  longer  line  than  you  or  I  do 
when  we  present  our  check  cashing  card  at  the  store. 

It  has  been  mentioned  before  that  we  are  the  only  State  that  is 
doing  monthly  matching  of  wages,  and  as  Ms.  Loepp  indicated,  it 
may  be  a  little  early  to  discuss  the  results,  but  I  am  optimistic  that 
this  will  have  a  great  impact  in  the  food  stamp  program  as  it  did 
on  the  AFDC  program  in  Florida. 

We  started  in  1973  using  income  matches  with  the  AFDC  recipi- 
ents, which  was  about  3  or  4  years  before  HEW  ever  got  the  idea, 
and  we  were  very  successful  in  this  endeavor. 

In  closing,  I  would  like  to  leave  you  one  thought,  I  grew  up  in 
north  Alabama,  and  my  parents  received  commodities,  and  I  also 
received  free  lunches  at  school.  Back  then  I  swept  a  couple  of  floors 
every  afternoon  in  the  schoolhouse  to  pay  for  the  free  lunches,  and 
I  did  not  think  there  was  anything  wrong  with  it,  as  a  matter  of 
fact  I  enjoyed  it. 

The  Chairman.  Did  anybody  make  fun  of  you? 

Mr.  Davis.  No,  sir. 

The  Chairman.  Did  you  feel  your  dignity  was  diminished? 

Mr.  Davis.  Sir,  I  felt  I  was  earning  that  lunch,  and  I  was  proud. 

The  Chairman.  So  you  were  not  humiliated  by  being  someone 
who  worked  for  his  lunch? 

Mr.  Davis.  No,  sir. 

Senator  Hawkins.  How  well  did  you  learn  to  sweep  the  floor? 

Mr.  Davis.  I  did  it  very  well  and  I  still  do  it — at  home. 

When  using  commodities,  I  never  heard  of  anybody  trading 
peanut  butter  for  guns  or  marihuana  and  automobiles  either. 

I  would  like  to  thank  you  very  much  for  the  opportunity  to  be 
here  today  and  share  with  you  what  we  have  done. 

As  far  as  our  matching  systems,  we  would  be  glad  to  share  our 
knowledge  with  any  other  State,  and  I  am  open  to  any  questions 
you  might  have. 

Senator  Hawkins.  What  happened  to  the  women  you  mentioned 
caught  in  the  ring  in  Miami? 

Mr.  Davis.  They  are  all  serving  jail  time. 

Senator  Hawkins.  So  they  actually  put  the  women  in  jail? 

Mr.  Davis.  Yes,  ma'am. 

Senator  Hawkins.  What  do  you  think  is  the  major  irregularity 
in  the  current  food  stamp  program,  the  No.  1  major  irregularity? 

Mr.  Davis.  You  mean  the  problem  with  the  administration  of  the 
program? 

Senator  Hawkins.  Yes. 
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Mr.  Davis.  Well,  I  think  many  of  the  things  that  Mary  pointed 
out  that  we  tried  to  do  in  the  State  of  Florida,  are  some  of  the 
problems  we  recognized  there.  I  think  we  have  been  effective  in  the 
training  of  employees,  and  I  think  if  the  Department  of  Agricul- 
ture had  granted  the  requested  waivers  back  when  we  first  asked 
for  them,  we  could  have  made  some  real  headway  at  that  time, 
rather  than  just  telling  us  that  they  had  no  authority  to  grant  the 
waivers. 

Senator  Hawkins.  Documentation,  you  favor  that? 

Mr.  Davis.  Yes.  We  began  our  fraud  investigative  effort  in  the 
AFDC  program  in  1972,  when  it  was  running  wild,  and  at  that 
time  there  was  not  sufficient  documentation. 

Senator  Hawkins.  Senator  Helms  has  a  question. 

The  Chairman.  Senator  Hawkins,  I  know  you  are  very  proud  of 
these  officials  who  are  all  such  obviously  good  citizens. 

I  think  it  is  self-evident  that  they  are  not  here  to  meat-ax  the 
food  stamp  program.  They  are  here  to  plead,  as  I  understand  it,  for 
the  kind  of  reforms  that  would  be  fair  to  the  recipients  and  fair  to 
the  taxpayers  of  the  country. 

Now,  I  want  to  commend  both  of  you,  and  I  have  only  one  or  two 
questions. 

You  heard  the  Acting  Inspector  General  this  morning  when  he 
said  in  short  form  that  the  purchase  requirements  were  probably  a 
deterrent  to  fraud.  Do  you  agree? 

Mr.  Davis.  Well,  in  1975  the  record  would  show  one  of  my 
recommendations  was  to  do  away  with  the  purchase  requirements. 

We  were  having  a  tremendous  amount  of  problem  with  the  work- 
ers in  the  State  of  Florida  ripping  off  the  cash  in  the  office. 

Senator  Hawkins.  Say  that  again. 

Mr.  Davis.  The  workers  were  taking  the  cash  in  the  office.  They 
were  ripping  off  the  cash. 

We  had  had  several  cases  at  that  time  where  this  was  going  on. 

They  were  falsifying  the  records  and  putting  the  cash  into  their 
pockets. 

They  were  faking  the  files  and  records,  and  it  would  be  a  zero 
cash  purchase,  and  in  fact,  the  people  had  paid  $20,  so  I  recom- 
mended at  that  time,  for  that  particular  reason,  to  eliminate  that 
particular  element  of  fraud  in  the  food  stamp  program,  to  do  away 
with  the  purchase  provision  would  certainly  stop  that,  and  it  cer- 
tainly has. 

But  I  am  sorry  to  report  that  we  have  about  three  cases  going  on 
right  now  where  the  people  putting  the  postage  on  envelopes  in  the 
food  stamp  offices  for  mail  issuances  are  just  taking  the  food 
stamps  in  the  envelopes,  rather  than  the  cash. 

You  are  never  going  to  stop  all  of  the  crooks  in  the  country.  I 
think  all  we  can  do  is  tighten  the  controls  and  try  to  stop  it  at  the 
front  end. 

It  would  delight  me  if  we  could  stop  the  fraud  at  the  front  end. 

I  am  sure  I  could  find  a  job  somewhere  else. 

The  Chairman.  This  is  my  last  question,  Madam  Chairperson. 

Your  State  obviously  is  in  the  forefront  of  investigation  of  fraud 
and  abuse. 

How  did  you  get  into  this,  was  it  just  observation  of  what  was 
going  on? 
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Mr.  Davis.  Yes,  sir,  I  think  it  was  the  tremendous  concern  back 
in  1972  because  of  what  the  quality  control  samples  were  showing, 
and  the  Florida  State  Legislature  established  a  division  of  public 
assistance  of  fraud  in  the  office  of  the  auditor  general. 

We  are  an  agency  to  investigate  fraud  in  the  public  assistance 
programs.  It  is  strictly  a  State  initiative,  and  we  were  almost 
discouraged  by  the  Federal  Government  at  the  time,  but  we  all  get 
along  real  well  now,  particularly  in  USDA. 

The  Chairman.  I  want  to  commend  you  again  on  your  testimony, 
and  to  say  again,  Senator  Hawkins,  I  know  you  are  pleased  with 
these  folks. 

Senator  Hawkins.  Yes,  we  are,  and  I  like  you,  would  like  to  go 
on  record  that  I  join  Senator  Helms  in  wanting  to  preserve  the 
integrity  of  the  system.  We  want  to  feed  those  that  cannot  provide 
for  themselves  and  do  the  compassionate  service  that  we  feel 
should  be  rendered.  But  it  is  interesting  that  in  preserving  the 
dignity  of  the  recipients,  that  the  fraud  and  abuse  has  become  so 

?revalent  that  everyone  is  outraged  in  every  poll  that  I  have  seen, 
ou  just  receive  letters  and  comments  from  the  person  standing  in 
the  grocery  store  line,  about  what  they  witness  in  front  of  them  or 
behind  them,  and  the  clerks  taking  the  money,  they  indicate  the 
same.  Since  the  economy  is  not  doing  well,  people  watch  their 
pennies  so  closely,  and  they  become  outraged  at  some  of  the  com- 
modities that  are  purchased  with  those  food  stamps.  So,  it  is  our 
desire  to  be  compassionate  and  get  rid  of  the  fraud  and  the  waste 
and  the  easy  access  you  are  talking  about  to  this  system.  I  really 
appreciate  what  Florida  has  done,  and  we  would  like  to  cut  down 
on  the  21-percent  fraud  in  our  State. 

You  know,  we  are  well  on  the  way  to  becoming  one  of  the  first  in 
the  Nation,  and  still  we  have  abuse. 

Mr.  Davis.  We  have  our  own  State  laws  against  trafficking,  you 
know. 

Senator  Hawkins.  Thank  you. 

The  Chairman.  Thank  you. 

We  now  have  a  panel  of  witnesses.  With  your  indulgence,  I 
intend  to  go  right  through  the  lunch  period,  because  you  have  been 
sitting  here  a  long  time  patiently. 

The  next  witnesses  will  be  a  panel,  three  of  whom  are  from 
North  Carolina,  Dan  Hudgins,  LaNelle  Eakes,  Mitchell  Stotts,  and 
Jeff  Peterson. 

STATEMENT  OF  DANIEL  C.  HUDGINS,  DIRECTOR,  DURHAM 
COUNTY  DEPARTMENT  OF  SOCIAL  SERVICES,  DURHAM,  N.C. 

Mr.  Hudgins.  On  behalf  of  my  colleagues,  I  would  like  to  express 
my  appreciation  for  the  opportunity  to  appear  before  you  and 
discuss  the  food  stamp  program. 

As  the  current  director  of  a  county  social  services  department  in 
Durham,  N.C,  an  urban  area,  and  the  former  director  of  a  rural 
county  social  services  department,  I  have  been  exposed  to  both  the 
benefits  of  the  program  and  the  problems  associated  with  its  ad- 
ministration. 

In  addition,  I  come  to  you  as  president-elect  of  the  North  Caroli- 
na Association  of  County  Directors  of  Social  Services.  In  this  capac- 
ity I  would  indicate  that  local  social  services  directors  in  North 
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Carolina  strongly  support  the  food  stamp  program.  For  many  citi- 
zens our  departments  are  the  agencies  of  last  resort,  and  we  are 
concerned  that  the  Reagan  administration  proposals  would  transfer 
the  funding  of  many  human  service  problems  to  local  governments 
where  there  is  limited  taxing  authority.  As  you  consider  proposed 
changes  in  the  food  stamp  program,  we  urge  you  to  look  at  the 
overall  impact  these  changes  and  changes  in  other  human  service 
programs  have  on  recipients.  Hunger  and  malnutrition  are  nation- 
al problems  that  need  comprehensive  solutions.  The  impact  of  the 
loss  of  food  stamp  benefits  must  be  considered  in  the  context  of 
what  other  resources  are  available. 

Since  I  am  sure  you  are  aware  of  the  results  of  the  Field  Founda- 
tion studies,  I  will  not  repeat  them  for  you.  I  would  add,  however, 
that  from  my  observation,  I  would  agree  with  the  foundation's 
results  and  add  that  I  believe  the  food  stamp  program  is  probably 
the  most  successful  of  the  poverty  programs  in  fulfilling  the  objec- 
tives for  which  it  was  established. 

Being  responsible  for  administering  not  only  the  food  stamp 
program  but  the  aid  to  families  with  dependent  children  and  the 
medicaid  program,  I  can  compare  these  programs  and  their  regula- 
tions. While  all  the  programs  are  fraught  with  administrative  prob- 
lems, I  would  state  to  you  that  the  food  stamp  program,  in  terms  of 
complexity,  does  not  compare  to  either  the  aid  to  families  with 
dependent  children  or  the  medicaid  program  in  the  degree  of  com- 
plexity and  administrative  difficulty.  As  an  example  of  this  I  would 
point  out  to  you  that  in  North  Carolina  the  average  eligibility 
worker  in  food  stamps  carries  two  to  three  times  as  many  cases  as 
does  an  eligibility  worker  in  the  aid  to  families  with  dependent 
children  program.  However,  many  of  the  Reagan  administration 
proposals  will  significantly  increase  our  administrative  burdens 
with  a  corresponding  increase  in  administrative  costs.  At  this  time 
North  Carolina,  as  well  as  a  number  of  other  States,  is  planning  to 
integrate  the  eligibility  process  for  food  stamps,  aid  to  families  with 
dependent  children,  and  medicaid.  For  this  reason  I  would  urge 
that  before  changes  are  made  in  the  administration  of  the  food 
stamp  program  that  you  assure  that  a  comprehensive  look  is  being 
taken  at  all  of  these  programs  so  as  not  to  further  complicate  the 
eligibility  process  at  the  local  level.  I  think  the  suggestion  was 
made  that  Senator  Dole  be  involved  since  he  chairs  the  Finance 
Committee. 

At  this  point,  I  would  like  to  respond  to  a  number  of  the  Reagan 
administration's  proposals  for  changing  the  food  stamp  program. 
The  first  proposal  which  I  will  speak  to  is  the  prorating  of  the  first 
month's  benefits.  Realizing  that  some  changes  will  be  made  in  the 
program,  this  is  one  change  that  is  acceptable  and  appears  to  be  an 
appropriate  cost  containment  measure  and  would  have  minimal 
impact  on  program  administration. 

The  offset  of  food  stamp  benefits  due  to  the  receipt  of  school 
lunches  is  a  different  situation.  Not  only  would  this  proposal  create 
serious  administrative  problems  in  terms  of  both  increased  costs 
and  errors,  but  is  also  a  regressive  measure  in  its  impact  on  recipi- 
ents. If  this  proposal  is  implemented  it  will  result  in  reducing  food 
stamp  benefits  for  families  with  school-age  children  who  receive 
free  lunches  and  since  this  reduction  would  be  the  same  on  all 
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income  groups  receiving  food  stamps,  its  impact  would  be  greatest 
on  those  families  with  the  least  income.  Since  many  families  who 
do  not  receive  food  stamps  also  receive  free  lunches,  and  since 
some  of  these  families'  income  is  much  higher  than  food  stamp 
eligibility  standards,  they  would  be  the  group  that  would  be  bene- 
fiting from  the  free  lunch  program  and  not  food  stamp  recipients. 
This  situation  is  well  illustrated  in  the  Durham  City  schools  as  all 
children  in  elementary  and  junior  high  receive  free  lunches.  I 
would  also  point  out  to  you  that  food  stamp  allotments  are  not 
individualized  based  on  age  or  developmental  need,  thus  the  provi- 
sion of  free  lunches  should  be  considered  a  necessary  nutritional 
supplement  for  growing  children.  The  other  thing  I  would  point  out 
is  that  food  stamps  issuance  is  not  based  on  designation  of  age  or 
sex,  and  as  such  we  should  see  that  growing  children  have  an 
adequate  nutritional  diet,  and  this  should  be  seen  as  a  necessary 
supplement. 

We  also  have  serious  concerns  I  would  say  at  this  point  about  an 
administration  proposal  of  a  system  that  does  establish  food  stamp 
benefits  based  on  age  and  sex  because  of  the  administrative  burden 
on  those  at  the  local  level. 

I  notice  the  proposal  would  be  a  $600  million  savings  from  imple- 
menting this  change.  While  this  is  considered  a  savings  in  program 
cost,  I  would  emphasize  to  you  that  this  does  not  include  an  offset 
for  the  increase  in  administrative  costs.  An  annual  estimate  of 
implementing  this  change  in  Durham  County  is  $60,000.  I  tried  to 
do  an  estimate  for  our  own  county  and  came  up  with  a  cost  of 
$60,000,  and  that  would  include  the  children,  and  an  additional 
hour  and  a  half  on  eligibility  for  each  of  those  families  over  a 
period  of  a  year,  and  I  think  that  is  probably  a  conservative  esti- 
mate overall  of  the  time  that  would  be  required  to  change  benefit 
levels  during  the  year,  so  speaking  from  both  the  administrative 
standpoint  and  also  in  support  of  benefits  to  growing  children,  I 
would  strongly  urge  that  change  not  be  approved. 

This  estimate  is  based  on  4,000  households  with  school-age  chil- 
dren and  an  average  of  1 V4  additional  hours  annually  for  eligibility 
determination  and  related  administrative  requirements.  While  I 
propose  to  you  that  this  is  a  conservative  estimate  this  $60,000  still 
represents  an  increase  in  our  administrative  costs  of  10  percent. 
Speaking  from  an  administrative  standpoint  and  also  in  support  of 
benefits  for  growing  children,  I  would  strongly  propose  that  this 
change  not  be  approved. 

The  third  proposal  is  to  set  the  gross  income  eligibility  at  130 
percent  of  the  poverty  line.  It  should  be  pointed  out  that  this 
proposal  affects  primarily  working  households  and  would  probably 
eliminate  between  15  and  20  percent  of  the  households  with  earned 
income.  It  should  also  be  noted  that  this  group  receives  a  very 
small  amount  of  food  stamp  benefits  but  a  very  essential  supple- 
ment to  their  low  wages.  In  North  Carolina,  for  example,  where  we 
have  the  lowest  industrial  wages  in  the  country,  many  families 
qualify  for  minimal  benefits.  I  have  serious  concerns  about  the 
impact  of  this  change  on  low-income  working  families  and  the  fact 
that  we  should  assure  it  will  always  be  more  financially  rewarding 
for  families  to  exist  on  earned  income  rather  than  a  public  assist- 
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ance  benefit.  This  may  not  be  the  case  if  this  change  is  made  in 
eligibility  limits. 

Another  group  that  would  be  severely  affected  by  this  change 
would  be  elderly  and  disabled  participants.  Many  in  this  group 
have  very  high  medical  costs  that  allow  them  to  qualify  for  food 
stamps.  And  since  this  group  has  few  options  in  terms  of  supple- 
menting their  income,  the  effects  would  be  even  more  severe  than 
on  working  families. 

The  next  item  is  the  repeal  of  the  liberalized  food  price  projec- 
tion and  deduction  schedule  for  fiscal  year  1982.  This  proposal 
would  have  serious  impact  on  food  stamp  recipients  if  the  rate  of 
inflation  continues  at  the  current  double  digit  level.  Under  this 
proposal  food  stamp  recipient  benefits  would  run  from  3  to  15 
months  behind  the  actual  increases  in  the  cost  of  food.  While  the 
initial  impact  will  not  be  serious,  by  the  end  of  the  year  period  it 
will  probably  be  extremely  difficult  for  families  to  meet  their  nutri- 
tional needs. 

I  am  not  sure  that  putting  it  at  the  130  would  not  have  the 
impact,  and  in  some  cases  make  it  more  beneficial  for  some  to 
receive  public  assistance.  Another  group  would  be  severely  affected 
by  this  would  be  elderly  people,  and  we  see  that  because  there  are 
many  medical  bills  that  would  make  these  individuals  eligible  for 
more  food  stamps. 

The  proposal  to  freeze  standard  and  shelter/dependent  care  de- 
ductions also  creates  serious  problems  for  recipients.  The  1977  Food 
Stamp  Act  provided  for  standard  deductions  as  a  means  of  replac- 
ing a  variety  of  itemized  deductions  for  the  purpose  of  simplifying 
administration  of  the  program.  To  freeze  this  deduction  has  the 
impact  of  reducing  benefits  for  nearly  all  households  across  the 
board.  This  is  especially  a  problem  for  those  areas  where  utilities 
are  high  and  this  will  impact  many  food  stamp  recipients  in  North 
Carolina  where  such  a  large  portion  of  our  food  stamp  recipients 
live  in  substandard  housing  and  pay  a  large  proportion  of  their 
income  for  utilities.  For  that  reason  I  would  strongly  recommend 
that  standard  deductions  be  allowed  to  go  up  so  as  to  accurately 
reflect  the  inflated  costs  of  shelter  and  dependent  care. 

The  last  of  the  Reagan  proposals  that  I  would  react  to  is  the 
mandatory  retrospective  accounting.  It  is  noted  that  this  proposal 
would  actually  add  $23  million  in  costs  in  fiscal  year  1982  but  that 
there  would  be  savings  in  future  years.  If  this  change  were  imple- 
mented, I  would  be  concerned  about  the  ability  of  the  food  stamp 
program  to  respond  immediately  to  families  in  need.  For  those  of 
us  who  witnessed  the  effects  of  the  1974-1975  recession  in  North 
Carolina,  the  food  stamp  program  was  one  program  that  was  there 
to  provide  immediate  benefits  to  families  who  were  in  serious  need 
of  assistance.  Those  of  us  who  work  in  the  food  stamp  program 
have  a  saying  that  I  think  applies  and  that  is  "families  cannot  eat 
retroactive  benefits/'  and  I  think  that  is  a  factor  you  have  to 
consider  when  you  go  to  a  retroactive  accounting  system. 

This  change  would  take  away  a  strong  advantage  that  the  food 
stamp  program  has  over  many  benefit  programs,  such  as  unem- 
ployment insurance,  and  that  is  that  we  can  respond  immediately 
to  the  basic  needs  of  individuals  and  families.  Retrospective  ac- 
counting will  also  create  additional  administrative  requirements 
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and  as  such  will  further  add  to  the  administrative  costs  of  the 
program. 

A  review  of  the  above  recommended  changes  indicates  that  they 
will  increase  the  administrative  costs  associated  with  operating  the 
food  stamp  program  at  the  local  level.  Currently  in  Durham  we 
estimate  our  cost  of  administration  is  running  about  10  percent  of 
the  benefit  level.  Most  of  the  above  proposals  would  reduce  the 
amount  of  benefits  provided  while  at  the  same  time  increasing 
administrative  costs.  It  is  my  estimate  that  if  the  above  proposals 
were  implemented  instead  of  spending  10  percent  of  program  costs 
on  administration,  we  would  be  spending  closer  to  20  percent.  From 
a  practical  standpoint  I  would  urge  you  not  to  transfer  costs  within 
the  program  from  benefits  to  recipients  to  administration.  At  a 
time  when  we  are  concerned  about  the  amount  of  Government 
regulation  and  paperwork,  I  would  propose  to  you  that  if  the  above 
changes  are  implemented,  we  would  only  increase  the  amount  of 
regulation  and  paperwork  with  a  corresponding  increase  in  the 
need  for  more  manpower. 

In  closing,  I  would  say  to  you  that  while  the  food  stamp  program 
is  not  perfect,  and  that  those  of  us  who  are  responsible  for  its 
administration  have  concerns,  our  major  concern  is  that  the  food 
stamp  program  continue  to  function  in  such  a  way  that  it  will 
provide  nutritional  benefits  to  those  in  need.  We  believe  that  the 
program  has  been  appropriately  targeted  and  that  for  this  Nation 
to  spend  approximately  1 V2  percent  of  the  Federal  budget  to  pro- 
vide for  the  nutritional  needs  of  the  20  million  people  in  our 
country  who  find  themselves  in  nutritional  risk,  is  not  only  moral- 
ly right  but  a  good  investment  for  the  richest  country  in  the  world. 

The  Chairman.  Thank  you  very  much. 

We  will  now  hear  from  LaNelle  Eakes. 

STATEMENT  OF  V.  LaNELLE  EAKES,  ELIGIBILITY  SUPERVISOR 
I,  DURHAM  COUNTY  DEPARTMENT  OF  SOCIAL  SERVICES, 
DURHAM,  N.C. 

Ms.  Eakes.  Good  afternoon. 

First  of  all,  I  would  like  to  say  I  appreciate  the  opportunity  to 
come  here  and  talk  about  the  areas  in  the  food  stamp  program 
where  I  feel  improvements  are  needed. 

For  time's  sake,  I  am  just  going  to  cover  three  areas  today.1 
However,  I  want  to  assure  you  that  there  are  other  areas  of  equal 
importance  regarding  the  program  and  deficiencies  that  need  to  be 
looked  into. 

For  purposes  today,  I  am  addressing  first  the  household  concept 
provision;  second,  the  voluntary  quit  provision;  and,  third,  the  ad- 
verse action  provision. 

Now,  the  household  concept  regulation  works  on  the  premise 
that  households  consist  of  those  persons  who  cook  and  eat  together. 

By  claiming  to  be  separate  households,  that  one  cooks  and  eats 
separately  from  the  other  members  of  the  household,  this  allows 
the  applicant  to  obtain  increased  benefits,  or  to  make  the  part  of 
the  group  eligible  by  excluding  those  with  income  and  assets. 


1  See  p.  428  for  the  prepared  statement  of  Ms.  Erin* 
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The  present  system  allows  for  as  many  ATP  authorizations  to 
purchase  cards  to  be  mailed  to  a  household  as  persons  presenting 
themselves  to  be  cooking  and  eating  separately. 

The  problems  with  this  regulation  are  obvious.  Beyond  inviting 
manipulation  of  a  household's  true  circumstances,  it  is  costly  in 
terms  of  manpower  required  to  certify  the  individual  separate 
households,  paperwork,  envelopes,  and  postage.  Because  the  house- 
hold's eating  arrangements  are  virtually  impossible  to  verify,  the 
eligibility  worker  is  forced  to  accept  a  verbal  statement  regarding 
separate  household  status  even  though  the  circumstances  are 
highly  questionable. 

Because  of  its  manipulative  nature,  this  regulation  has  served  to 
reduce  morale  of  eligibility  workers  perhaps  more  than  any  other. 
The  eligibility  workers  and  eligibility  supervisors  must  apply  and 
adhere  to  a  regulation  that  they  do  not  support,  respect,  or  believe 
in. 

I  am  proposing  a  simple  solution,  that  solution  is  that  all  persons 
living  in  the  same  house  or  apartment  must  be  certified  together 
with  all  members'  income  and  assets  included,  with  no  exceptions. 

The  voluntary  quit,  under  this  regulation  a  household  will  be 
found  to  be  ineligible  and  disqualified  for  2  months  when  the 
primary  wage  earner  of  that  household  quits  his  or  her  job  without 
good  cause. 

On  the  surface  this  looks  like  a  fine  regulation,  until  you  read 
the  first  exception  to  that  rule.  That  exception  states  that  house- 
holds with  primary  wage  earners  certified  at  the  time  of  the  quit 
will  continue  to  be  eligible  simply  because  they  were  certified  at 
the  time  of  the  quit. 

As  long  as  a  household  is  certified,  a  person  may  enter  and  leave 
employment  situations  at  whim,  with  no  adverse  effect  on  the  food 
stamp  eligibility. 

On  the  other  hand,  an  uncertified  household  containing  a  pri- 
mary wage  earner  who  quit  his  or  her  job  without  good  cause  is 
disqualified  for  2  months.  The  regulation  is  not  equally  applied, 
and  it  should  be. 

I  am  suggesting  correction  in  two  areas  in  the  way  of  voluntary 
quit.  The  first  suggestion  I  am  proposing  is  that  the  regulation 
should  be  changed  making  all  households  ineligible  to  participate 
for  6  months  when  any  primary  wage  earner  quits  a  job  without 
good  cause,  regardless  of  whether  the  household  was  certified  at 
the  time  of  the  quit  or  not. 

Second,  I  am  in  favor  of  extending  the  disqualification  period 
from  2  months  to  6  months  because  the  extension  would  encourage 
the  primary  wage  earner  to  seek  other  employment. 

The  current  disqualification  period  is  2  months  and  begins  with 
the  month  of  the  quit  which  many  times,  in  effect,  allows  only  for 
what  amounts  to  a  1-month  disqualification  period,  depending  on 
when  the  household  applies. 

In  these  cases  the  eligibility  must  then  be  determined  for  the 
subsequent  month. 

As  the  regulation  stands,  it  is  possible  for  the  household  to 
simply  wait  out  the  disqualification  period.  Were  a  6-month  dis- 
qualification period  imposed,  it  would  encourage  the  primary  wage 
earner  to  actively  seek  other  gainful  employment. 
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Currently,  this  regulation  is  ineffective  in  its  attempt  to  apply 
some  punitive  measure  to  the  household.  The  above  suggestions 
would  provide  adequate  sanctions  to  the  household  and  make  this 
regulation  a  more  meaningful  one. 

The  adverse  action  regulation  states  before  any  action  may  be 
taken  to  reduce  or  terminate  a  household's  benefits,  the  county  is 
required  to  provide  a  minimum  of  10  days  advance  notice  before 
that  action  can  be  taken. 

The  waste  in  this  area  is  phenomenal.  Because  of  this  require- 
ment many  wages  go  unaccounted  for  an  additional  month,  and 
many  households  continue  to  receive  food  stamps  for  persons  not  in 
the  home  for  an  additional  month. 

This  regulation  should  be  changed  to  allow  counties  to  act  on 
changes  of  these  kinds  immediately.  Untold  sums  of  Federal  dollars 
are  lost  by  requiring  a  10-day  advance  notice  prior  to  reducing 
allotments. 

Not  only  do  households  continue  to  receive  a  higher  allotment 
than  they  should  based  on  income  and  household  size  information 
available  to  the  county,  but  inconveniences  to  clients  occur. 

The  10-day  adverse  action  requirement  entangles  the  eligibility 
determination  whenever  these  household  members  who  have 
moved  from  a  certified  household  attempt  to  apply  in  their  own 
right. 

In  many  cases,  their  eligibility  cannot  be  determined  until  a 
subsequent  month  because  they  are  already  certified  in  a  house- 
hold. 

I  am  suggesting  the  addition  of  two  more  instances  in  which  10- 
day  notices  of  adverse  actions  are  not  necessary. 

One  is  when  an  increase  in  income  is  sufficient  to  result  in  an 
allotment  decrease,  and,  two,  when  there  is  a  reduction  in  house- 
hold size.  I  am  also  suggesting  an  alteration  in  the  appeal  request 
procedure. 

The  reasoning  behind  the  10-day  notice  is  to  afford  the  household 
time  to  request  a  hearing.  At  present,  should  the  hearing  be  re- 
quested within  10  days,  and  the  household  so  requests,  the  house- 
hold can  continue  to  receive  benefits  at  the  original  level. 

If  it  is  then  determined  by  the  State  that  the  county  was  correct 
in  their  determination,  the  household  is  simply  requested  to  repay 
the  overissues. 

Recoupment  of  these  funds  I  might  add  is  improbable.  Certainly 
a  household  should  have  the  right  to  appeal  any  action  they  feel  is 
an  error  or  unfair  to  them;  however,  the  county  should  be  able  to 
take  immediate  action  in  cases  of  income  increases  and  household 
member  decreases. 

An  appeal  could  then  be  heard,  and  the  county  could  restore 
benefits  to  the  household,  should  any  error  be  found  to  be  the  fault 
of  the  county. 

Altering  the  appeal  procedure  in  this  manner,  and  adding  the 
above  instance  to  the  list  of  items  requiring  an  adverse  action 
notice  could  save  the  American  taxpayer  countless  dollars. 

In  conclusion,  I  would  like  to  say  that  the  food  stamp  program 
was  founded  on  ideals  of  which  no  reasonable  person  can  take 
exception. 
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However,  because  of  such  lenient  regulations  the  program  has 
lost  the  respect  of  the  American  taxpayers  and  has  fallen  from 
grace  with  persons  who  must  administer  it  on  a  day-to-day  basis. 

There  is  no  reason  why  this  program  cannot  be  one  in  which  the 
taxpayers  of  this  country  are  proud.  Before  such  pride  can  be 
achieved,  however,  the  regulations  must  be  written  with  a  combi- 
nation of  sensitivity  and  commonsense. 

Only  those  associated  with  the  program  on  a  day-to-day  basis 
know  the  complexities  and  potential  areas  of  abuse  in  the  program. 
This  is  why  I  strongly  urge  you  to  get  past  State  and  county 
administrators  and  establish  contact  with  eligibility  workers,  eligi- 
bility supervisors,  and  fraud  analysts  for  comment  on  proposed 
regulations  prior  to  any  action  which  would  make  those  regula- 
tions permanent  ones. 

Thank  you. 

The  Chairman.  I  want  to  congratulate  you  on  a  splendid  state- 
ment. You  are  articulate. 

I  noticed  you  have  a  nodding  acquaintance.  She  has  been  talking, 
and  you  have  been  nodding,  but  really,  I  want  the  staff  to  give  me 
a  copy  of  this  so  I  can  send  it  to  Secretary  Block  in  the  Depart- 
ment, because  you  put  your  finger  on  it  in  a  clear  and  articulate 
way. 

You  have  emphasized  where  it  is  obvious  the  program  was  in- 
tended to  help  those  who  needed  help,  and  it  is  now  a  run-away 
program,  and  it  must  be  depressing  to  you  to  see  what  could  be 
done  and  what  is  not  being  done  largely  because  you  are  hemmed 
in. 

Ms.  Eakes.  Thank  you. 

The  Chairman.  We  will  be  glad  to  hear  from  you,  sir. 

STATEMENT  OF  MITCHELL  STOTT,  FRAUD  ANALYST,  DURHAM 

COUNTY,  N.C. 

Mr.  Stott.  Thank  you,  Mr.  Chairman. 

I  am  Mitchell  Stott,  and  I  am  employed  with  the  Durham  County 
Social  Services  as  a  fraud  analyst  specializing  in  the  investigations 
of  recipient  food  stamp  fraud,  and  in  this  capacity  I  have  had  the 
occasion  to  be  confronted  with  many  situations  involving  food 
stamp  overissuances,  which  is  nothing  more  than  wasted  Federal 
dollars. 

These  overissuances  have  resulted  from  varying  degrees  of  client- 
related  fraud,  client  misunderstandings,  agency  errors,  and  pro- 
gram manipulation. 

Over  the  past  several  years  the  public  has  been  constantly  in- 
formed that  fraud  in  the  food  stamp  program  is  minimal.  Statistics 
tend  to  show  that  the  percentage  of  fraudulent  recipients  is  low. 
These  figures  only  tend  to  indicate  those  cases  of  fraud  which  have 
been  discovered  and  reported.  Unfortunately,  the  discovery  and 
reporting  of  fraud  is  no  better  than  program  regulations  will  allow. 
Current  regulations  regarding  verification,  change  reporting,  expe- 
dited services,  and  even  the  food  stamp  application  itself  extremely 
limit  a  local  agency's  potential  of  preventing  or  discovering  fraud. 

Basically  the  recipient's  word  is  all  that  is  used  in  determining 
eligibility.  Income  must  be  verified,  but  only  when  the  recipients 
report  that  they  have  income. 
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One  of  the  things,  I  do  not  know  if  there  has  been  dBcasaon  as 
of  yet;  the  aliens  whose  children  are  eligible  under  the  program 
regulations,  their  children  born  in  the  United  States,  all  of  the 
income  that  is  earned  by  the  aliens  is  totally  exempt,  therefore 
children  of  ineligible  aliens  receive  higher  benefits  than  children  of 
US.  citizens. 

Now,  these  children  are  citizens;  they  are  born  in  this  country.  I 
do  not  know  whether  they  should  be  entitled  to  more  advantage 
simply  because  their  parents  are  not  citizens  at  the  time  they  are 
born. 

There  is  one  client  that  is  going  on  the  program,  their  children 
are  born  in  the  United  States,  they  have  been  getting  monthly 
benefits. 

The  father  has  a  grant  from  his  own  country  of  $20,000  a  year 
studying  here  in  the  United  States,  so  these  children  are  not  neces- 
sarily in  need,  but  under  program  regulations,  these  children  can 
participate  totally  within  the  law,  and  receive  maximum  benefits, 
although  their  parents  are  not  in  any  need  of  it  whatsoever. 

You  were  saying  that  we  have  to  give  a  10-day  notice  period 
before  we  can  take  action. 

When  we  discover  fraud  is  in  existence  for  several  months,  and 
unless  we  know  the  exact  fraud,  we  cannot  reduce  the  stamps.  We 
have  to  wait  2  months. 

If  we  do  not  know  the  exact  amount  of  the  income,  we  have  to 
send  an  expiration  notice,  and  we  have  to  give  them  an  additional 
month-and-a-half  benefits,  because  we  do  not  know  exactly  how 
much  they  are  earning,  even  though  we  know  they  are  earning,  so 
the  average  letter  can  only  be  used  now  to  the  certification  period 
where  we  know  what  the  facts  are;  however,  when  we  are  trying  to 
solicit  information,  because  we  know  someone  is  working,  but  we 
do  not  know  how  much  income  they  have,  we  cannot  use  the 
adverse  action,  we  have  to  expire  the  case,  and  give  them  an 
additional  month  of  benefits. 

Also,  you  were  talking  about  household  composition.  Right  now 
we  have  a  case  where  a  client  had  a  $45,000  house  which  he 
transferred  to  the  name  of  his  daughter.  He  was  not  made  ineligi- 
ble in  the  program,  because  he  was  participating  in  the  program  at 
the  time  that  he  transferred  the  home,  so  he  does  not  transfer  the 
property  to  become  eligible;  however,  now  he  is  participating  in  the 
program,  and  his  daughter  is  charging  him  rent  to  live  in  the 
house  he  just  gave  to  his  daughter,  and  so  he  has  a  deduction  for 
that,  and  his  daughter  is  earning  a  fair  income,  but  it  is  enough  to 
care  for  herself  and  her  father. 

I  do  not  know  that  it  should  be  the  business  of  the  country,  of 
the  State,  to  interfere  or  to  take  over  responsibility  for  traditional 
family  roles. 

I  believe  a  child  should  care  for  their  parents  if  they  are  able, 
and  parents  should  care  for  their  children  if  they  are  able,  and  I 
think  we  encourage  the  decay  of  the  family  structure  by  taking 
over  the  responsibility  for  family  units,  where  sufficient  income 
exists  to  meet  the  needs  of  the  family,  but  simply  because  they  say 
they  are  purchasing  separately  from  the  rest  of  the  members  of  the 
house,  they  are  entitled  to  benefits  under  the  food  stamp  program; 
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This  is  utterly  outrageous  while  on  the  other  hand,  any  single 
able-bodied  individual  who  will  not  work  is  eligible  for  $70  per 
month,  with  virtually  no  questions  asked,  and  I  ask,  Is  this  a 
societally  responsible  program? 

To  sum  up  my  thoughts,  I  feel  that  current  estimates  of  fraud 
and  abuse  in  the  food  stamp  program  are  drastically  underestimat- 
ed, I  feel  the  eligibility  worker  must  be  given  the  right  to  use  his 
judgment  to  insure  that  only  the  truly  eligible  will  receive  benefits. 

I  feel  a  system  of  checks  and  balances  must  be  established  for 
the  detection  of  fraud,  I  feel  the  entire  program  must  be  refocused 
to  increase  assistance  to  the  elderly  and  disabled,  and  most  of  all, 
to  reiterate  what  Ms.  Eakes  said,  regardless  of  what  direction 
Congress  intends  to  go,  it  is  imperative  that  an  extensive  effort  be 
put  forth  in  intensifying  and  coordinating  any  regulatory  proposal 
with  immediate  feedback  from  the  eligibility  segment. 

I  think  this  would  greatly  reduce  the  potential  for  nebulous 
regulatory  terminology,  program  loopholes,  and  virtually  eliminate 
areas  susceptible  to  abuse. 

Sitting  here  today,  I  have  had  an  opportunity  of  listening  to  a  lot 
of  statements  from  witnesses  and  Senators,  and  several  things  have 
been  stated,  of  which  I  feel  the  Congress'  intentions  are  unques- 
tionable. 

One  thing  in  particular,  Congress  passed  last  year  the  legislation 
regarding  75-percent  reimbursement  for  the  investigation  and  pur- 
suit of  fraud.  In  North  Carolina  to  date,  and  as  you  well  know,  the 
food  stamp  program  in  North  Carolina  is  totally  sponsored  between 
the  Federal  Government  and  local  government  we  have  yet  to  see 
this  75-percent  reimbursement,  and  the  problem  seems  to  be  that 
we  are  termed  analysts  instead  of  investigators. 

Here  we  need  to  determine  what  was  your  intention  as  Senators, 
and  where  this  will  be  corrected  down  the  road. 

This  makes  the  difference  of  doubling  our  investigative  staff  and 
capacity  when  funding  is  increased  from  the  50  to  75  percent.  I  just 
wanted  to  get  that  out. 

Thank  you,  Senator. 

The  Chairman.  Sir,  I  commend  you.  You  see  me  lean  over  to  my 
staff,  I  asked  them  to  make  a  note  of  this,  because  really  what  this 
Congress  needs  to  do  is  to  talk  to  you,  by  you  I  mean  all  of  you  on 
the  firing  line. 

Maybe  we  need  to  read  fewer  editorials  and  listen  more  to  people 
who  know  what  they  are  talking  about. 

I  judge  that  you  do  not  agree  with  those  who  scoff  at  the  sugges- 
tion that  there  is  waste  in  the  program? 

Ms.  Eakes.  I  would  not  beg  to  differ  with  that. 

The  Chairman.  Thankyou. 

Our  next  witness  is  Jeff  Peterson. 

STATEMENT  OF  JEFF  PETERSON,  ELIGIBILITY  WORKER, 
ALEXANDRIA  DEPARTMENT  OF  SOCIAL  SERVICES 

Mr.  Peterson.  A  lot  of  the  testimony  has  already  been  covered, 
what  I  want  to  say,  and  I  am  in  pretty  much  agreement,  but  I  want 
to  give  examples  maybe  to  highlight  what  has  already  been  said.1 


1  See  p.  430  for  the  prepared  statement  of  Mr.  Peterson. 
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I  guess  it  has  been  proposed  by  the  Department  of  Human  Serv- 
ices, so  that  people  who  have  been  convicted  of  fraud  cannot  move 
from  one  locality  to  another  and  get  back  on  the  program,  but  are 
eliminated  from  participation;  until  the  amount  of  fraud  is  repaid 
or  eliminated  permanently. 

A  client  who  has  violated  by  participating  in  the  program  by 
robbing  the  people  of  the  United  States  of  money,  should  not  be 
allowed  to  get  back  on  the  program  with  no  obstacles  whatsoever. 

They  have  no  right  to  remain  on  the  program,  when  people 
definitely  needy  are  being  eliminated  because  funds  are  drying  up. 

Once  a  person  has  demonstrated  that  they  are  not  trustworthy, 
and  that  they  will  take  advantage  of  the  law,  I  do  not  see  why  we 
have  to  defer  for  the  sake  of  excess  generosity  or  compassion  to 
allow  these  people  to  get  back  on  the  program. 

We  cannot  even  recoup  benefits  from  people  who  we  know  have 
defrauded,  and  we  cannot  turn  in  and  prosecute  all  of  the  people 
we  find  we  know  have  committed  fraud;  some  are  people  who  have 
participated  and  been  overissued,  and  there  is  no  intent  estab- 
lished. We  should  be  able  to  recoup  some  benefits,  but  we  ought  to 
have  some  sort  of  nonjudicial  system  of  deciding  that  these  people 
who  have  participated  with  intent  to  defraud,  and  eliminate  that 
participation,  establish  a  State  hearing  system,  so  that  when  we 
discover  a  person  has  unreported  income,  that  we  can  take  him  off 
the  program  federally,  so  that  they  cannot  move  from  one  jurisdic- 
tion to  another  and  get  back  on  the  program. 

I  believe  there  are  a  lot  of  things  worthy  of  salvation  in  the 
program,  but  I  do  not  think  people  who  fraud  it  are  worthy  of 
protecting. 

If  we  could  cut  out  15  percent  of  the  budget  by  eliminating  a 
block  of  people  because  of  fraud,  I  do  not  see  any  qualm  about 
eliminating  those  individuals. 

The  Chairman.  Thank  you  very  much. 

I  am  going  to  have  Mr.  Boney  to  question  you.  I  have  to  step  out. 

If  you  will  answer  those  questions,  and  I  will  be  right  back. 

Mr.  Boney.  The  question  that  came  up  in  a  number  of  letters 
that  Senator  Helms  received,  some  from  small  businessmen,  with 
reference  to  being  called  about  verification  of  employment  of  some- 
body, how  much  money  they  earned,  and  the  question  is  apparent- 
ly strictly  how  much  they  earned,  and  how  many  hours  they 
worked,  rather  than  how  many  hours  they  were  available,  we  have 
had  different  businessmen  who  would  say  they  worked  20  hours, 
but  I  wanted  them  to  work  40  hours,  is  that  correct,  in  terms  of 
what  you  are  allowed  to  ask? 

Mr.  Peterson.  It  would  not  affect  it.  Even  though  the  hours  are 
there,  they  are  only  required  to  work  30  hours  a  week,  and  as  long 
as  they  have  worked  30  hours  a  week,  there  is  nothing  they  can  do. 

Ms.  Eakes.  What  you  said  is  technically  correct.  We  call  an 
employer,  if  we  can  get  the  information  from  the  employer.  Many 
times  the  Privacy  Act  knocks  that  completely  out. 

You  have  occasions  where  the  employer  says  yes,  John  could 
have  worked  40  hours,  but  he  only  worked  20.  We  are  only  basing 
income  on  what  hours  he  did  actually  work— 20  hours. 

We  are  not  basing  the  income  on  what  is  actually  available  to  do, 
and  I  would  like  to  see  something  in  that  area. 
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Mr.  Boney.  You  have  had  that  happen  when  you  called  around? 

People  tell  you  that? 

Ms.  Eakes.  Mr.  Stott  deals  a  lot  in  investigations,  as  far  as 
contact  with  employers,  and  he  is  more  familiar  with  that  than  I 
am. 

Mr.  Boney.  On  the  households  that  do  come  before  you  in  terms 
of  having  the  fraud  element,  once  they  are  penalized,  they  are  off 
the  program  for  how  long? 

Mr.  Stott.  That  varies.  If  there  is  an  administrative  hearing, 
which  we  chose  not  to  do  in  Durham  County,  it  is  3  months. 

If  you  go  through  a  court  of  law,  it  can  range  anywhere  up  to  a 
2-year  period. 

If  the  court  does  not  actually  make  this  disposition,  if  it  does  not 
address  the  disqualification,  then  you  do  it  automatically  for  a  6- 
month  period. 

In  a  case  that  recently  came  up,  where  I  took  a  lady  to  court,  she 
was  found  guilty  of  having  committed  fraud. 

She  came  in  to  reapply,  and  we  imposed  the  disqualification 
period. 

The  regulations  say  you  are  disqualified,  and  your  income  is 
prorated.  When  we  took  this  lady's  full  income  for  her  household, 
she  would  have  had  too  much  money  to  participate,  but  because  we 
had  to  prorate  her  income  when  disqualifying  her,  her  child  was 
eligible,  and  for  the  same  amount  of  money  the  court  had  ordered 
this  lady  to  repay. 

I  might  need  to  clarify  that  to  some  extent. 

Mr.  Boney.  This  was  the  second  time  it  happened  for  her? 

Mr.  Stott.  The  case  itself  was  the  first  time  she  actually  went  to 
court. 

She  was  working  and  not  reporting  it. 

We  caught  her,  took  her  through  the  court  system,  and  she  was 
convicted  of  food  stamp  fraud. 

At  that  point  in  time,  the  month  following  the  conviction  we  had 
to  impose  the  disqualification  period. 

With  the  disqualification  period  we  had  to  adjust  the  income.  She 
was  not  certified  at  the  time,  so  we  put  the  notice  in  her  record  to 
insure  that  when  she  came  in  she  would  be  disqualified. 

When  she  reapplied  we  had  the  notice  where  she  was  disquali- 
fied, and  because  of  regulations,  we  had  to  prorate  her  income,  and 
we  had  to  apply  it  to  the  remaining  members  of  the  household, 
which  made  them  eligible. 

Mr.  Hudgins.  Could  I  clarify,  that  is  when  we  talk  if  600  or  700 
pending  investigations,  those  are  not  all  fraud  cases. 

Mr.  Stott.  No,  these  are  potential  fraud  cases,  pending  investiga- 
tion. 

Mr.  Hudgins.  That  is  what  I  do  not  want  to  document  is  that  we 
have  600  or  800. 

Mr.  Stott.  With  new  regulations  we  cannot  qualify  them  as 
fraud  without  appropriate  administrative  or  judicial  action. 

Mr.  Hudgins.  We  were  not  aware  when  we  prepared  our  testimo- 
ny that  the  rules  have  been  broadened  about  the  question  of  crite- 
ria. 

We  are  still  operating  under  that  restriction  where  it  has  to  be 
questionable  criteria  in  order  to  investigate,  is  that  not  correct? 
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Ms.  Eakes.  Yes. 

Mr.  Hudgins.  The  change  in  regulations  has  not  been  passed  to 
us  in  North  Carolina. 

Mr.  Boney.  One  question  Senator  Hawkins  wanted  answered, 
especially  for  Mr.  Peterson  from  Virginia,  do  you  believe  that 
stiffer  criminal  penalties  in  food  stamp  fraud  and  abuse  prosecu- 
tion will  provide  effective  deterrent? 

There  was  an  article  in  the  paper  recently  about  Alexandria's 
work  on  investigations,  and  which  indicated  a  low  prosecution  rate. 

Mr.  Peterson.  Only  the  localities  are  allowed  to  have  a  prosecu- 
tor. The  prosecutors  will  not  look  at  a  case  if  it  is  a  minor  fraud. 
We  cannot  eliminate  people  from  participation  unless  they  are 
convicted  by  the  courts. 

Now,  court  time  and  costs  effectively  eliminating  these  people,  it 
will  cause  some  discrepancy. 

If  you  are  going  to  have  effective  fraud  units,  you  have  to  have 
free  prosecutor  information  in  every  locality,  and  it  will  cost  a  lot 
of  money. 

I  do  not  know  whether  it  will  eliminate  fraud.  We  put  one  person 
in  jail  for  I  think  2  weeks  or  a  month  out  of  the  convictions  we 
have  gotten. 

The  courts  are  not  inclined  to  impose  penalties. 

Mr.  Boney.  How  many  prosecutions? 

Mr.  Peterson.  One. 

Mr.  Boney.  How  many  in  Durham  County? 

Mr.  Hudgins.  We  had  38. 

Mr.  Boney.  How  many  people  in  your  department  are  in  charge? 

Mr.  Stott.  I  am  the  only  person  doing  food  stamp  investigations. 

Mr.  Boney.  How  about  prosecutions? 

Mr.  Stott.  The  district  attorney  is  a  State  position  in  Durham 
County  and  throughout  North  Carolina 

Mr.  Peterson.  We  have  one  person  doing  fraud. 

Mr.  Boney.  But  in  most  cases  you  turn  it  over  to  the  State? 

Mr.  Peterson.  It  serves  our  locality  only  and  not  the  whole 
Virginia  area. 

I  think  if  we  had  a  hearing  system  that  was  administrative,  you 
could  remove  people  that  way,  you  would  have  a  more  effective 
way  of  eliminating,  getting  people  off  of  the  case,  off  of  the  rolls, 
and  you  would  be  better  off  than  if  you  tried  to  prosecute  every- 
body. 

I  do  think  prosecution  is  worthwhile,  but  you  just  have  so  many 
people  committing  fraud  that  is  minor,  that  you  have  to  get  rid  of 
the  people  who  are  nickle  and  diming  the  program,  rather  than 
people  who  buy  houses. 

We  have  not  uncovered  anything  like  that  yet,  but  anywhere 
from  a  couple  of  hundred  dollars  to  several  thousand  dollars,  we 
found  that,  but  they  are  only  going  to  go  after  the  people  who 
frauded  it  by  maybe  $1,500,  or  $1,000  or  above,  so  there  are  a  lot  of 
people  frauding  on  smaller  levels  that  need  to  be  eliminated  ad- 
ministratively. 

Mr.  Boney.  One  other  thing,  this  morning  attention  was  focused 
on  the  restoring  of  the  stolen  coupons  from  the  mail. 

Do  you  all  have  mail  in  Alexandria? 

Mr.  Peterson.  We  do  not  have  it. 


Digitized  by 


Google 


161 

Ms.  Eakes.  We  do  send  it. 

Mr.  Boney.  Do  you  have  the  same  problems  these  other  folks 
mentioned? 

Ms.  Eakes.  Yes 

Mr.  Boney.  When  people  report  it  stolen,  how  long  do  they  have 
to  report  it? 

Ms.  Eakes.  Forty-eight  hours. 

Mr.  Boney.  Forty-eight  hours? 

Ms.  Eakes.  Yes. 

Mr.  Boney.  Is  this  prorated,  or  do  you  furnish  a  whole  month's 
allotment,  and  how  do  you  replace  it? 

Ms.  Eakes.  Whenever  they  have  stolen  coupons,  we  require  them 
to  go  to  the  police  department  and  file  a  stolen  coupons  report 
within  48  hours. 

They  then  present  this  to  our  office.  On  the  police  report  is  the 
amount  of  coupons  that  they  have  reported  stolen. 

They  sign  an  affidavit  attesting  to  the  fact  that  all  of  the  infor- 
mation is  accurate  and  correct,  and  we  issue  the  amount  they 
reported  stolen  to  the  police  department. 

Mr.  Hudgins.  We  do  not  issue  our  coupons  by  mail.  We  do  not 
have  coupon  mail  issuance.  It  is  in  a  number  of  rural  counties,  and 
from  the  directors  I  have  talked  to,  it  has  worked  very  well. 

I  do  not  believe  it  creates  problems  in  some  urban  areas,  espe- 
cially where  you  have  a  large  concentration  of  mailboxes,  but  we 
have  not  chosen  to  go  that  route  in  Durham  County.  Rural  coun- 
ties have  not  had  any  major  problems. 

We  do  the  ATP  card  by  mail,  and  when  the  ATP  card  is  lost, 
they  sign  an  affidavit,  and  another  one  is  issued,  and  in  some  cases 
the  card  turns  up,  and  that  is  when  we  turn  that  over  for  fraud 
investigation. 

Sometimes  it  is  done  by  someone  whose  handwriting  is  not  the 
same,  and  we  suspect  it  is  done  by  individuals  who  have  stolen 
those  cards. 

Mr.  Boney.  Some  of  the  Senators  may  want  to  send  you  all 
questions  for  the  record. 

We  appreciate  your  testimony. 

Senator  Hawkins.  Our  next  witness  is  John  Charles  Houston, 
director,  government  relations,  Public  Service  Research  Council. 

Please  proceed,  sir. 

STATEMENT  OF  JOHN  CHARLES  HOUSTON,  DIRECTOR,  CON- 
GRESSIONAL AFFAIRS,  PUBLIC  SERVICE  RESEARCH  COUN- 
CIL, VIENNA,  VA. 

Mr.  Houston.  Thank  you,  Madam  Chairperson. 

I  would  like  to  thank  the  Agriculture  Committee  for  the  opportu- 
nity to  speak  today.  My  name  is  John  Charles  Houston.  I  am  the 
Director  of  Congressional  Affairs  for  the  Public  Service  Research 
Council  in  Vienna,  Va. l 

The  Public  Service  Research  Council  is  the  Nation's  largest  citi- 
zens' lobby,  with  over  1  million  members,  devoted  solely  to  curbing 
the  influence  of  public  employee  unions  on  government — State, 
local,  and  Federal. 


1  See  p.  431  for  additional  material  furnished  by  Mr.  Houston. 
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The  purpose  of  this  hearing  is  to  gather  infonnatkm  on  the  use 
of  funds  for  the  food  stamp  program  and  food  stamp  distribution 
guidelines.  It  is  a  current  practice  to  allow  workers  cm  strike  to 
receive  food  stamps,  even  though  when  employed,  a  worker's  salary 
may  be  more  than  adequate.  This  practice  represents  a  conflict  of 
interest  in  public  policy. 

Food  stamps  for  strikers  represent  three-tenths  of  1  percent  of  all 
food  stamp  expenditures.  Although  this  is  not  a  large  portion  of 
food  stamp  costs,  it  does  represent  a  serious  error  in  public  policy. 
In  some  cases,  subsidizing  strikers  can  be  detrimental  to  resolving 
the  problem  that  triggered  the  strike.  In  West  Virginia,  recently, 
35,000  miners  struck.  They  received  food  stamps  during  their 
strike,  and  one  miner  admitted  to  the  press  that  the  feet  that  they 
were  receiving  food  stamps  prolonged  the  strike. 

The  purpose  of  a  strike  is  to  pit  the  collective  action  of  employees 
against  the  economic  power  of  an  employer.  In  the  private  sector, 
the  economic  power  of  a  business  is  measured  by  its  ability  to 
make  a  profit.  The  strength  of  a  union  is  measured  by  its  ability  to 
restrict  the  work  of  its  members.  By  restricting  the  work  of  its 
members,  a  union  can  force  an  employer  to  deal  with  it. 

Current  food  stamp  policy  uses  public  money  to  support  volun- 
tarily and  temporarily,  unemployed,  private  sector  workers  who 
seek  only  personal  gain  from  their  job  action.  The  alleged  sufferers 
have  actually  risked  very  little;  they  have  merely  traded  private 
sector  income  for  public  welfare.  That  isn't  quite  an  even  trade,  but 
the  assurance  that  the  family  will  have  food  on  the  table,  strike  or 
not,  could  be  encouragement  for  strikers  to  sit  hack  and  wait  for 
management  to  give  in,  rather  than  compromise  on  their  demands. 

Prom  the  Government's  point  of  view,  people  who  were  once 
gainfully  employed  are  now  encouraged  not  to  be.  Private  industry 
construes  food  stamps  for  strikers  as  a  show  of  favoritism  on  the 
part  of  the  Government — and  it  is.  Strikers  are  aided  financially, 
so  that  they  will  not  feel  the  strain  of  a  strike  and  can  hold  out  for 
their  demands,  but  where  is  the  aid  for  the  employer  so  that  his 
business  will  not  be  wiped  out  in  the  course  of  a  strike  against 
him? 

In  light  of  the  above,  we  can  see  that,  by  allowing  strikers  to 
receive  food  stamps,  the  Government  is  working  against  itself, 
against  private  sector  industry,  and  aiding  the  strikers  in  a  way 
that  will  encourage  them  not  to  be  fairminded  and  willing  to 
compromise  in  the  future.  So,  not  only  is  the  Government  doing 
harm  at  the  time  of  the  strike,  but  it  is  sowing  seeds  for  more 
damaging  future  strikes  in  private  industry.  National  labor  laws 
are  neutral  on  this  subject,  and  it  is  clear,  that  by  taking  a  stand 
for  neutrality,  the  Government  has  inadvertently  tipped  the  scales 
against  private  sector  employers,  and  ultimately,  against  the  eco- 
nomic welfare  of  our  country. 

In  a  recent  newspaper  article  by  Mel  Triola,  who  is  a  local 
official  of  the  Logan  Coal  Operators  Association  in  Logan  County, 
W.  Va.,  he  said  that  during  the  miners  strike  previously  men- 
tioned, the  Department  of  Welfare  of  West  Virginia  encouraged 
miners  to  continue  a  wildcat  strike  by  issuing  them  food  stamps. 

Later  on,  PSRC  learned  that  when  news  of  a  wildcat  strike  got 
around  the  town,  the  local  welfare  office  called  the  union  office  and 
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told  them  that  so  many  dollars  worth  of  food  stamps  were  available 
for  distribution.  Mr.  Triola  said  that  he  might  demand  a  Federal 
investigation. 

In  other  words,  they  said,  we  know  you  are  on  strike,  and  you 
are  good  for  at  least  this  long.  Not  surprisingly,  Mr.  Triola  was 
quoted  in  the  newspaper  article  that  this  was  worthy  of  a  Federal 
investigation,  certainly  something  he  could  not  understand. 

I  urge  the  Agriculture  Committee  to  investigate  exactly  this  sort 
of  abuse  of  the  food  stamp  program.  In  Logan  County,  20  mines 
were  idled  by  this  strike,  an  illegal  strike,  which  began  January  29, 
1981.  In  the  above  instance,  the  welfare  agency  is  certainly  guilty 
of  promoting — or  at  least  condoning — unauthorized  work  stoppages. 
A  manager  of  one  of  the  idle  mines,  Mr.  Holbrook,  told  us  that  the 
loss  to  his  company  was  $50,000  per  day.  He  also  said  that  many  of 
the  miners  receiving  food  stamps  were  making  between  $22,000  to 
$30,000  per  year.  The  total  assets  limitation  in  the  food  stamp 
program  certainly  did  not  prevent  those  miners  from  qualifying  for 
assistance. 

Indeed  one  may  wonder  whether  or  not  the  assets  limitation 
even  related  to  the  application  process,  because  for  people  making 
in  excess  of  $20,000  a  year  to  not  have  discernible  assets  in  excess 
of  $1,500  makes  that  process  laughable. 

The  reaction  of  private  citizens  to  events  such  as  this  is  one  of 
indignation  and  anger — rightfully  so.  A  recent  poll  of  his  constitu- 
ents by  Congressman  Bill  Dickinsen  showed  that  68  percent  op- 
posed food  stamps  for  strikers.  A  letter  written  to  Senator  Robert 
Byrd  of  West  Virginia  and  published  in  The  Parkersburg  News, 
March  8,  1981,  is  typical  of  national  opinion.  The  letter  begins: 

Dear  Senator  Byrd:  I  was  "amazed  with  disbelief  when  I  read  the  enclosed 
article  concerning  "Miner's  Food  Stamps  Readied"  for  striking  miners  .  .  .  Since 
when  does  the  United  States  taxpayer  have  to  pick  up  the  impression  that  the 
union  paid  for  food  and  fuel  bills  when  they  order  their  workers  to  strike!  And/or 
that  the  miner  himself  would  prepare  for  his  own  support  while  he  refused  to  work! 
If  it's  the  law  that  the  taxpayer  pays  for  food  and  fuel  while  these  people  strike 
then  that  law  is  wrong  and  should  be  removed  from  the  books. 

Turning  now  to  the  matter  of  public  sector  strikes,  which  is  a 
different  issue,  governed  by  a  different  set  of  laws,  the  majority  of 
strikes  against  the  public  sector  are  illegal.  Only  in  very  few  cases, 
12  percent  or  less,  is  there  a  point  of  argument  on  the  legality  of 
these  strikes,  at  least  88  percent  of  all  strikes  in  the  public  sector 
are  illegal.  Unlike  a  private  sector  strike,  a  public  employee  strike 
is  not  a  contest  of  economic  strength.  It  is  an  attack  on  the  people 
who  have  allowed  the  government  to  monopolize  a  service  as  a 
show  of  faith  that  public  employees  can  best  provide  the  needed 
service,  and  that  they  will  continuously  provide  the  services  prom- 
ised. Franklin  D.  Roosevelt  said  that  a  public  employee  strike 
"manifests  nothing  less  than  an  intention  on  their  part  to  obstruct 
the  operations  of  government  until  their  demands  are  satisfied. 
Such  action  looking  toward  the  paralysis  of  government  by  those 
who  have  sworn  to  support  it  is  unthinkable  and  intolerable." 

In  some  cases,  such  as  that  of  schoolteachers,  strikers  suffer  no 
loss  of  wages  because  they  must  make  up  the  time  that  they  missed 
while  out  on  strike. 

Schoolteachers  account  for  approximately  60  percent  of  all  public 
sector  strikes.  According  to  law,  school  must  be  in  session  a  certain 
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One  of  the  things,  I  do  not  know  if  there  has  been  discussion  as 
of  yet;  the  aliens  whose  children  are  eligible  under  the  program 
regulations,  their  children  born  in  the  United  States,  all  of  the 
income  that  is  earned  by  the  aliens  is  totally  exempt,  therefore 
children  of  ineligible  aliens  receive  higher  benefits  than  children  of 
U.S.  citizens. 

Now,  these  children  are  citizens;  they  are  born  in  this  country.  I 
do  not  know  whether  they  should  be  entitled  to  more  advantage 
simply  because  their  parents  are  not  citizens  at  the  time  they  are 
born. 

There  is  one  client  that  is  going  on  the  program,  their  children 
are  born  in  the  United  States,  they  have  been  getting  monthly 
benefits. 

The  father  has  a  grant  from  his  own  country  of  $20,000  a  year 
studying  here  in  the  United  States,  so  these  children  are  not  neces- 
sarily in  need,  but  under  program  regulations,  these  children  can 
participate  totally  within  the  law,  and  receive  maximum  benefits, 
although  their  parents  are  not  in  any  need  of  it  whatsoever. 

You  were  saying  that  we  have  to  give  a  10-day  notice  period 
before  we  can  take  action. 

When  we  discover  fraud  is  in  existence  for  several  months,  and 
unless  we  know  the  exact  fraud,  we  cannot  reduce  the  stamps.  We 
have  to  wait  2  months. 

If  we  do  not  know  the  exact  amount  of  the  income,  we  have  to 
send  an  expiration  notice,  and  we  have  to  give  them  an  additional 
month-and-a-half  benefits,  because  we  do  not  know  exactly  how 
much  they  are  earning,  even  though  we  know  they  are  earning,  so 
the  average  letter  can  only  be  used  now  to  the  certification  period 
where  we  know  what  the  facts  are;  however,  when  we  are  trying  to 
solicit  information,  because  we  know  someone  is  working,  but  we 
do  not  know  how  much  income  they  have,  we  cannot  use  the 
adverse  action,  we  have  to  expire  the  case,  and  give  them  an 
additional  month  of  benefits. 

Also,  you  were  talking  about  household  composition.  Right  now 
we  have  a  case  where  a  client  had  a  $45,000  house  which  he 
transferred  to  the  name  of  his  daughter.  He  was  not  made  ineligi- 
ble in  the  program,  because  he  was  participating  in  the  program  at 
the  time  that  he  transferred  the  home,  so  he  does  not  transfer  the 
property  to  become  eligible;  however,  now  he  is  participating  in  the 
program,  and  his  daughter  is  charging  him  rent  to  live  in  the 
house  he  just  gave  to  his  daughter,  and  so  he  has  a  deduction  for 
that,  and  his  daughter  is  earning  a  fair  income,  but  it  is  enough  to 
care  for  herself  and  her  father. 

I  do  not  know  that  it  should  be  the  business  of  the  country,  of 
the  State,  to  interfere  or  to  take  over  responsibility  for  traditional 
family  roles. 

I  believe  a  child  should  care  for  their  parents  if  they  are  able, 
and  parents  should  care  for  their  children  if  they  are  able,  and  I 
think  we  encourage  the  decay  of  the  family  structure  by  taking 
over  the  responsibility  for  family  units,  where  sufficient  income 
exists  to  meet  the  needs  of  the  family,  but  simply  because  they  say 
they  are  purchasing  separately  from  the  rest  of  the  members  of  the 
house,  they  are  entitled  to  benefits  under  the  food  stamp  program; 
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as  long  as  they  are  living  separately  and  living  in  the  child's  house, 
they  are  eligible  for  participation. 

It  seems  like  a  waste  to  me.  Also  we  have  many  instances  where 
fathers  and  mothers  of  the  same  child  will  be  living  in  the  same 
household,  and  because  the  father  will  not  exercise  responsibility 
for  the  child,  and  the  mother  and  father  are  not  married,  we  have 
to  approve  the  case  for  the  mother  and  the  child,  or  the  father  and 
the  child  alone,  and  we  cannot  count  the  income  that  the  father  is 
now  earning,  so  that  the  father  of  the  child  may  earn  $20,000  a 
year,  but  because  he  is  living  with  the  mother  of  the  child,  rather 
than  married  to  the  mother  of  the  child,  the  mother  of  the  child 
and  the  child  can  continue  to  get  benefits  at  a  high  level. 

One  recommendation  I  would  make  is  that  children,  when  people 
are  living  together,  they  be  required  to  have  their  financial  circum- 
stances jointly  considered,  rather  than  just  because  they  are  not 
married,  and  in  our  society  there  is  no  longer  the  social  structure 
of  condemnation  for  living  together  and  not  being  married,  that 
people  living  together,  whether  they  have  joint  children  or  not, 
should  be  required  to  participate  on  the  program  as  one  unit 
rather  than  two.  If  there  are  brothers  and  sisters,  or  parents  and 
their  children  applying  separately,  the  children  and  the  parents 
have  their  own  case,  there  is  9  percent  more  food  stamps  issued 
because  of  that  division. 

In  other  words,  the  child  may  be  18  and  living  at  home  and  the 
parents  may  have  their  own  food  stamp  case,  and  because  they  say 
they  will  purchase  separately,  they  are  entitled  to  9  percent  more 
food  stamps  than  normally  required. 

If  they  applied  together,  they  would  get  9  percent  less  food 
stamps. 

One  more  thing  I  consider  important,  that  fraud  that  exists  in 
the  country  is,  well  I  heard  it  estimated  at  15  percent,  that  would 
make  it  $450,000  a  year  at  the  present  level  for  1981. 

We  have  a  14-percent  conviction  rate  of  cases  referred.  We  had 
155  cases  referred  in  the  last  2  years,  or  26  convictions. 

Right  now  the  client  is  convicted  in  the  city  of  Alexandria,  they 
are  removed  from  the  program,  they  can  move  to  Fairfax,  3  miles 
away,  get  back  on  the  program,  and  there  is  no  legal  sanction  we 
have  to  prevent  them  from  participating  in  Fairfax  at  a  complete 
level. 

I  do  not  know  why,  but  they  are  only  prosecuted  in  the  locality. 
Within  the  same  State  they  can  move  and  get  benefits. 

If  there  is  conviction,  all  they  have  to  do  is  move  across  the 
border.  We  catch  most  of  our  fraud;  we  have  a  State  income  print- 
out that  matches  our  food  stamp  client,  his  number  with  income 
reported  in  the  State,  so  that  when  we  discover  maybe  6  months 
later  that  the  client  had  been  working  and  not  reporting  that 
income,  we  discover  it  by  his  social  security  number;  however, 
clients  working  in  the  District  of  Columbia  or  Maryland,  we  have 
no  way  of  determining  the  income  from  that  client,  there  is  no  way 
to  catch  those  people,  and  we  have  no  way  of  catching  people 
participating  in  more  than  one  locality  at  one  time. 

We  have  no  cross  reference,  as  in  Alexandria  or  Fairfax,  so  in 
order  to  check  this  situation,  which  I  think  is  absurd,  we  ought  to 
have  social  security  numbers  of  all  food  stamp  recipients  indexed. 
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I  guess  it  has  been  proposed  by  the  Department  of  Human  Serv- 
ices, so  that  people  who  have  been  convicted  of  fraud  cannot  move 
from  one  locality  to  another  and  get  back  on  the  program,  but  are 
eliminated  from  participation;  until  the  amount  of  fraud  is  repaid 
or  eliminated  permanently. 

A  client  who  has  violated  by  participating  in  the  program  by 
robbing  the  people  of  the  United  States  of  money,  should  not  be 
allowed  to  get  bock  on  the  program  with  no  obstacles  whatsoever. 

They  have  no  right  to  remain  on  the  program,  when  people 
definitely  needy  are  being  eliminated  because  funds  are  drying  up. 

Once  a  person  has  demonstrated  that  they  are  not  trustworthy, 
and  that  they  will  take  advantage  of  the  law,  I  do  not  see  why  we 
have  to  defer  for  the  sake  of  excess  generosity  or  compassion  to 
allow  these  people  to  get  bock  on  the  program. 

We  cannot  even  recoup  benefits  from  people  who  we  know  have 
defrauded,  and  we  cannot  turn  in  and  prosecute  all  of  the  people 
we  find  we  know  have  committed  fraud;  some  are  people  who  have 

Erticipated  and  been  overissued,  and  there  is  no  intent  estab- 
hed.  We  should  be  able  to  recoup  some  benefits,  but  we  ought  to 
have  some  sort  of  nonjudicial  system  of  deciding  that  these  people 
who  have  participated  with  intent  to  defraud,  and  eliminate  that 
participation,  establish  a  State  hearing  system,  so  that  when  we 
discover  a  person  has  unreported  income,  that  we  can  take  him  off 
the  program  federally,  so  that  they  cannot  move  from  one  jurisdic- 
tion to  another  and  get  back  on  the  program. 

1  believe  there  are  a  lot  of  things  worthy  of  salvation  in  the 
program,  but  1  do  not  think  people  who  fraud  it  are  worthy  of 
protecting. 

If  we  could  cut  out  15  percent  of  the  budget  by  eliminating  a 
block  of  people  because  of  fraud,  I  do  not  see  any  qualm  about 
eliminating  those  individuals. 

The  Chairman.  Thank  you  very  much. 

1  am  going  to  have  Mr.  Boney  to  question  you.  I  have  to  step  out. 

If  you  will  answer  those  questions,  and  I  will  be  right  back. 

Mr.  Boney.  The  question  that  came  up  in  a  number  of  letters 
that  Senator  Helms  received,  some  from  small  businessmen,  with 
reference  to  being  called  about  verification  of  employment  of  some- 
body, how  much  money  they  earned,  and  the  question  is  apparent- 
ly strictly  how  much  they  earned,  and  how  many  hours  they 
worked,  rather  than  how  many  hours  they  were  available,  we  have 
had  different  businessmen  who  would  say  they  worked  20  hours, 
but  I  wanted  them  to  work  40  hours,  is  that  correct,  in  terms  of 
what  you  are  allowed  to  ask? 

Mr.  Peterson.  It  would  not  affect  it.  Even  though  the  hours  are 
there,  they  are  only  required  to  work  30  hours  a  week,  and  as  long 
as  they  have  worked  30  hours  a  week,  there  is  nothing  they  can  do. 

Ms.  Eake8.  What  you  said  is  technically  correct.  We  call  an 
employer,  if  we  can  get  the  information  from  the  employer.  Many 
times  the  Privacy  Act  knocks  that  completely  out. 

You  have  occasions  where  the  employer  says  yes,  John  could 
have  worked  40  hours,  but  he  only  worked  20.  We  are  only  basing 
income  on  what  hours  he  did  actually  work— 20  hours. 

We  are  not  basing  the  income  on  what  is  actually  available  to  do, 
and  I  would  like  to  see  something  in  that  area. 
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Mr.  Boney.  You  have  had  that  happen  when  you  called  around? 

People  tell  you  that? 

Ms.  Eakes.  Mr.  Stott  deals  a  lot  in  investigations,  as  far  as 
contact  with  employers,  and  he  is  more  familiar  with  that  than  I 
am. 

Mr.  Boney.  On  the  households  that  do  come  before  you  in  terms 
of  having  the  fraud  element,  once  they  are  penalized,  they  are  off 
the  program  for  how  long? 

Mr.  Stott.  That  varies.  If  there  is  an  administrative  hearing, 
which  we  chose  not  to  do  in  Durham  County,  it  is  3  months. 

If  you  go  through  a  court  of  law,  it  can  range  anywhere  up  to  a 
2-year  period. 

If  the  court  does  not  actually  make  this  disposition,  if  it  does  not 
address  the  disqualification,  then  you  do  it  automatically  for  a  6- 
month  period. 

In  a  case  that  recently  came  up,  where  I  took  a  lady  to  court,  she 
was  found  guilty  of  having  committed  fraud. 

She  came  in  to  reapply,  and  we  imposed  the  disqualification 
period. 

The  regulations  say  you  are  disqualified,  and  your  income  is 
prorated.  When  we  took  this  lady's  full  income  for  her  household, 
she  would  have  had  too  much  money  to  participate,  but  because  we 
had  to  prorate  her  income  when  disqualifying  her,  her  child  was 
eligible,  and  for  the  same  amount  of  money  the  court  had  ordered 
this  lady  to  repay. 

I  might  need  to  clarify  that  to  some  extent. 

Mr.  Boney.  This  was  the  second  time  it  happened  for  her? 

Mr.  Stott.  The  case  itself  was  the  first  time  she  actually  went  to 
court. 

She  was  working  and  not  reporting  it. 

We  caught  her,  took  her  through  the  court  system,  and  she  was 
convicted  of  food  stamp  fraud. 

At  that  point  in  time,  the  month  following  the  conviction  we  had 
to  impose  the  disqualification  period. 

With  the  disqualification  period  we  had  to  adjust  the  income.  She 
was  not  certified  at  the  time,  so  we  put  the  notice  in  her  record  to 
insure  that  when  she  came  in  she  would  be  disqualified. 

When  she  reapplied  we  had  the  notice  where  she  was  disquali- 
fied, and  because  of  regulations,  we  had  to  prorate  her  income,  and 
we  had  to  apply  it  to  the  remaining  members  of  the  household, 
which  made  them  eligible. 

Mr.  Hudgins.  Could  I  clarify,  that  is  when  we  talk  if  600  or  700 
pending  investigations,  those  are  not  all  fraud  cases. 

Mr.  Stott.  No,  these  are  potential  fraud  cases,  pending  investiga- 
tion. 

Mr.  Hudgins.  That  is  what  I  do  not  want  to  document  is  that  we 
have  600  or  800. 

Mr.  Stott.  With  new  regulations  we  cannot  qualify  them  as 
fraud  without  appropriate  administrative  or  judicial  action. 

Mr.  Hudgins.  We  were  not  aware  when  we  prepared  our  testimo- 
ny that  the  rules  have  been  broadened  about  the  question  of  crite- 
ria. 

We  are  still  operating  under  that  restriction  where  it  has  to  be 
questionable  criteria  in  order  to  investigate,  is  that  not  correct? 
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The  purpose  of  this  hearing  is  to  gather  information  on  the  use 
of  funds  for  the  food  stamp  program  and  food  stamp  distribution 
guidelines.  It  is  a  current  practice  to  allow  workers  on  strike  to 
receive  food  stamps,  even  though  when  employed,  a  worker's  salary 
may  be  more  than  adequate.  This  practice  represents  a  conflict  of 
interest  in  public  policy. 

Food  stamps  for  strikers  represent  three-tenths  of  1  percent  of  all 
food  stamp  expenditures.  Although  this  is  not  a  large  portion  of 
food  stamp  costs,  it  does  represent  a  serious  error  in  public  policy. 
In  some  cases,  subsidizing  strikers  can  be  detrimental  to  resolving 
the  problem  that  triggered  the  strike.  In  West  Virginia,  recently, 
35,000  miners  struck.  They  received  food  stamps  during  their 
strike,  and  one  miner  admitted  to  the  press  that  the  fact  that  they 
were  receiving  food  stamps  prolonged  the  strike. 

The  purpose  of  a  strike  is  to  pit  the  collective  action  of  employees 
against  the  economic  power  of  an  employer.  In  the  private  sector, 
the  economic  power  of  a  business  is  measured  by  its  ability  to 
make  a  profit.  The  strength  of  a  union  is  measured  by  its  ability  to 
restrict  the  work  of  its  members.  By  restricting  the  work  of  its 
members,  a  union  can  force  an  employer  to  deal  with  it. 

Current  food  stamp  policy  uses  public  money  to  support  volun- 
tarily and  temporarily,  unemployed,  private  sector  workers  who 
seek  only  personal  gain  from  their  job  action.  The  alleged  sufferers 
have  actually  risked  very  little;  they  have  merely  traded  private 
sector  income  for  public  welfare.  That  isn't  quite  an  even  trade,  but 
the  assurance  that  the  family  will  have  food  on  the  table,  strike  or 
not,  could  be  encouragement  for  strikers  to  sit  back  and  wait  for 
management  to  give  in,  rather  than  compromise  on  their  demands. 

From  the  Government's  point  of  view,  people  who  were  once 
gainfully  employed  are  now  encouraged  not  to  be.  Private  industry 
construes  food  stamps  for  strikers  as  a  show  of  favoritism  on  the 
part  of  the  Government — and  it  is.  Strikers  are  aided  financially, 
so  that  they  will  not  feel  the  strain  of  a  strike  and  can  hold  out  for 
their  demands,  but  where  is  the  aid  for  the  employer  so  that  his 
business  will  not  be  wiped  out  in  the  course  of  a  strike  against 
him? 

In  light  of  the  above,  we  can  see  that,  by  allowing  strikers  to 
receive  food  stamps,  the  Government  is  working  against  itself, 
against  private  sector  industry,  and  aiding  the  strikers  in  a  way 
that  will  encourage  them  not  to  be  fairminded  and  willing  to 
compromise  in  the  future.  So,  not  only  is  the  Government  doing 
harm  at  the  time  of  the  strike,  but  it  is  sowing  seeds  for  more 
damaging  future  strikes  in  private  industry.  National  labor  laws 
are  neutral  on  this  subject,  and  it  is  clear,  that  by  taking  a  stand 
for  neutrality,  the  Government  has  inadvertently  tipped  the  scales 
against  private  sector  employers,  and  ultimately,  against  the  eco- 
nomic welfare  of  our  country. 

In  a  recent  newspaper  article  by  Mel  Triola,  who  is  a  local 
official  of  the  Logan  Coal  Operators  Association  in  Logan  County, 
W.  Va.,  he  said  that  during  the  miners  strike  previously  men- 
tioned, the  Department  of  Welfare  of  West  Virginia  encouraged 
miners  to  continue  a  wildcat  strike  by  issuing  them  food  stamps. 

Later  on,  PSRC  learned  that  when  news  of  a  wildcat  strike  got 
around  the  town,  the  local  welfare  office  called  the  union  office  and 
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told  them  that  so  many  dollars  worth  of  food  stamps  were  available 
for  distribution.  Mr.  Triola  said  that  he  might  demand  a  Federal 
investigation. 

In  other  words,  they  said,  we  know  you  are  on  strike,  and  you 
are  good  for  at  least  this  long.  Not  surprisingly,  Mr.  Triola  was 
quoted  in  the  newspaper  article  that  this  was  worthy  of  a  Federal 
investigation,  certainly  something  he  could  not  understand. 

I  urge  the  Agriculture  Committee  to  investigate  exactly  this  sort 
of  abuse  of  the  food  stamp  program.  In  Logan  County,  20  mines 
were  idled  by  this  strike,  an  illegal  strike,  which  began  January  29, 
1981.  In  the  above  instance,  the  welfare  agency  is  certainly  guilty 
of  promoting — or  at  least  condoning — unauthorized  work  stoppages. 
A  manager  of  one  of  the  idle  mines,  Mr.  Holbrook,  told  us  that  the 
loss  to  his  company  was  $50,000  per  day.  He  also  said  that  many  of 
the  miners  receiving  food  stamps  were  making  between  $22,000  to 
$30,000  per  year.  The  total  assets  limitation  in  the  food  stamp 
program  certainly  did  not  prevent  those  miners  from  qualifying  for 
assistance. 

Indeed  one  may  wonder  whether  or  not  the  assets  limitation 
even  related  to  the  application  process,  because  for  people  making 
in  excess  of  $20,000  a  year  to  not  have  discernible  assets  in  excess 
of  $1,500  makes  that  process  laughable. 

The  reaction  of  private  citizens  to  events  such  as  this  is  one  of 
indignation  and  anger — rightfully  so.  A  recent  poll  of  his  constitu- 
ents by  Congressman  Bill  Dickinsen  showed  that  68  percent  op- 
posed food  stamps  for  strikers.  A  letter  written  to  Senator  Robert 
Byrd  of  West  Virginia  and  published  in  The  Parkersburg  News, 
March  8,  1981,  is  typical  of  national  opinion.  The  letter  begins: 

Dear  Senator  Byrd:  I  was  "amazed  with  disbelief  when  I  read  the  enclosed 
article  concerning  "Miner's  Food  Stamps  Readied"  for  striking  miners  .  .  .  Since 
when  does  the  United  States  taxpayer  have  to  pick  up  the  impression  that  the 
union  paid  for  food  and  fuel  bills  when  they  order  their  workers  to  strike!  And/or 
that  the  miner  himself  would  prepare  for  his  own  support  while  he  refused  to  work! 
If  it's  the  law  that  the  taxpayer  pays  for  food  and  fuel  while  these  people  strike 
then  that  law  is  wrong  and  should  be  removed  from  the  books. 

Turning  now  to  the  matter  of  public  sector  strikes,  which  is  a 
different  issue,  governed  by  a  different  set  of  laws,  the  majority  of 
strikes  against  the  public  sector  are  illegal.  Only  in  very  few  cases, 
12  percent  or  less,  is  there  a  point  of  argument  on  the  legality  of 
these  strikes,  at  least  88  percent  of  all  strikes  in  the  public  sector 
are  illegal.  Unlike  a  private  sector  strike,  a  public  employee  strike 
is  not  a  contest  of  economic  strength.  It  is  an  attack  on  the  people 
who  have  allowed  the  government  to  monopolize  a  service  as  a 
show  of  faith  that  public  employees  can  best  provide  the  needed 
service,  and  that  they  will  continuously  provide  the  services  prom- 
ised. Franklin  D.  Roosevelt  said  that  a  public  employee  strike 
"manifests  nothing  less  than  an  intention  on  their  part  to  obstruct 
the  operations  of  government  until  their  demands  are  satisfied. 
Such  action  looking  toward  the  paralysis  of  government  by  those 
who  have  sworn  to  support  it  is  unthinkable  and  intolerable." 

In  some  cases,  such  as  that  of  schoolteachers,  strikers  suffer  no 
loss  of  wages  because  they  must  make  up  the  time  that  they  missed 
while  out  on  strike. 

Schoolteachers  account  for  approximately  60  percent  of  all  public 
sector  strikes.  According  to  law,  school  must  be  in  session  a  certain 
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number  of  days  each  year.  Hence,  any  days  lost  in  a  strike  are 
made  up  when  the  strike  is  over,  and  the  teachers  are  paid  their 
full  wage.  However,  while  the  teachers  are  on  strike,  they  are  also 
eligible  for  food  stamps.  So,  in  this  case,  it  is  actually  a  net  benefit 
for  schoolteachers  to  strike.  They  will  ultimately  be  paid  their  full 
salary  in  addition  to  all  of  the  food  stamp  benefits  which  they  will 
receive. 

In  most  districts  a  fixed  number  of  days  is  what  is  taught, 
generally  180  days.  The  salaries  are  paid  for  those  days  just  as  if 
they  would  have  been  taught.  In  the  course  of  that,  these  school- 
teachers become  eligible  for  food  stamps. 

In  42  States  public  employee  strikes  are  illegal.  Yet,  in  every 
State  public  employees  are  eligible  for  food  stamps  when  they  are 
on  strike — whether  the  strike  is  legal  or  not.  This  means  that  the 
public  is  paying  its  own  employees  to  behave  irresponsibly  and 
illegally.  Public  employees  are  failing  to  deliver  services  that  are 
often  vital  to  the  public,  and  that  the  public  has  already  paid  for 
with  their  tax  dollars. 

In  1975,  a  public  sector  union  called  an  illegal  strike  in  Santa 
Clara  County,  Calif.  A  superior  judge  of  Santa  Clara  County  en- 
joined the  strikers  from  the  action.  Ignoring  the  injunction,  the 
union  continued  their  strike  activity.  During  that  time,  the  strikers 
applied  for  food  stamps  but  were  denied  them  on  the  ground  that 
their  strike  was  illegal.  In  his  original  order  preventing  the  strik- 
ers from  receiving  food  stamps,  Judge  Allen  described  the  strike  as 
causing  "irreparable  injury  to  the  country."  He  went  on  to  note 
that  the  subsidy  of  food  stamps  would  prolong  the  strike  and 
increase  the  injury. 

The  strikers  appealed  his  decision  to  the  U.S.  District  Court  in 
California.  Presiding  Judge  W.  T.  Sweigert  ruled  that,  indeed,  it 
was  permissible  for  strikers,  regardless  of  the  legality  of  the  strike, 
to  be  entitled  to  food  stamps.  He  said,  "We  have  no  alternative  but 
to  hold  that  when  Congress  said  'strike'  without  qualification  or 
clarification,  it  intended  strike."  That  is  the  guiding  law  on  that 
particular  subject. 

According  to  public  sector  unions,  the  cure  for  public  sector 
strikes  is  collective  bargaining.  In  fact,  experience  has  shown  that 
collective  bargaining  increases  strikes  in  the  public  sector,  not 
decreases  them.  Over  the  5  years  that  the  Public  Service  Research 
Council  has  studied  this  matter,  we  have  noted  a  direct  correlation 
between  the  increase  of  collective  bargaining  and  the  number  of 
strikes.  This  is  because  of  the  political  nature  of  strikes  and  collec- 
tive bargaining  in  the  public  sector.  Collective  bargaining  in  the 
public  sector  is  distinctly  different  than  bargaining  in  the  private 
sector. 

As  I  stated  previously,  strikes  by  public  employees  are  illegal  in 
42  States.  In  the  remaining  eight  States,  a  form  of  legalized  power 
to  strike  exists.  This  means  that  food  stamps  are  available  to 
individuals  on  strike,  so  the  Federal  Government  is  subsidizing  the 
violation  of  State  law  through  direct  expenditures  in  the  form  of 
food  stamps,  or  in  some  cases  the  legal  practice  of  strikes.  The 
public  policy  of  forbidding  strikes  in  the  public  sector  or  against 
the  public  has  a  longstanding  heritage  in  the  common  law. 
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Strikes  in  the  public  sector  undermine  respect  for  authority  and 
the  rule  of  government.  Indeed,  when  public  servants  such  as 
police  and  firemen  strike,  and  engage  in  such  activity  as  looting 
and  arson,  the  question  of  whether  or  not  government  even  exists 
under  such  conditions  is  open  to  debate.  The  seriousness  of  illegal 
strikes  in  this  country  cannot  be  overestimated.  Strikes  by  public 
employees  have  become  increasingly  violent,  and  expensive  in 
terms  of  workdays  and  public  services  not  delivered,  and  corrosive 
to  the  operation  of  elective  and  representative  government  in  the 
United  States. 

Public  sector  strikes  convert  public  benefits,  such  as  fire  protec- 
tion, public  education  and  health  care  into  public  penalties.  They 
allow  public  employees  to  punish  innocent  citizens  with  violent 
acts,  interrupted  services,  and  other  irreparable  harms  to  the 
public  well-being.  For  example,  in  New  Jersey,  employees  struck  at 
a  home  for  mentally  retarded  children.  The  children  were  literally 
held  hostage  for  the  striking  employees'  demands.  Parents  were 
harassed  when  they  attempted  to  enter  the  hospital  to  assist  their 
children.  There  is  no  more  poignant  example  of  the  breakdown  of 
law  which  occurs  when  illegal  strikes  are  tolerated.  To  support 
such  strikers  with  public  money  is  unthinkable.  In  1975,  a  Gallup 
Poll  revealed  that  a  majority  of  Americans  felt  that  public  service 
employees  had  no  right  to  strike.  Since  then,  public  opinion  has 
become  even  more  negative  regarding  public  employee  strikes.  A 
more  recent  poll  shows  that  86  percent  of  the  public  feels  that 
people  who  work  for  the  Government  have  working  conditions  as 
good  or  better  than  people  employed  in  private  business.  Seventy- 
six  percent  feel  that  those  working  for  the  government  are  paid 
just  as  high  or  higher  salaries  than  people  employed  in  private 
business.  The  public  also  believes  that  government  employees  have 
as  good  or  better  chances  to  express  grievances  over  work.  When 
asked  if  they  believed  that  people  employed  by  Federal,  State  or 
local  government  ought  to  have  the  right  to  strike,  a  majority  said 
no.  In  each  case,  the  shift  was  in  the  same  direction — toward  a 
lowering  of  public  willingness  to  grant  government  workers  the 
right  to  strike. 

The  present  governmental  policy  of  subsidizing  strikers  who  are 
violating  the  law  undermines  all  government.  It  is  a  classic  exam- 
ple of  the  Federal  Government  undermining  the  strength  of  State 
and  local  government.  It  confirms  public  opinion  that  the  Federal 
Government  is  a  spendthrift.  Given  the  feelings  of  the  American 
people  on  this  subject,  it  is  obvious  that  now  is  the  time  for  Con- 
gress to  correct  this  serious  error  in  Government  spending  and 
power.  The  time  is  now  and  the  opportunity  is  at  hand.  Let  us 
accept  the  challenge. 

Senator  Hawkins.  I  thank  you  very  much.  I  have  no  questions 
for  you. 

I  am  sure  you  know  we  have  back-to-back  votes,  but  I  appreciate 
your  coming  to  testify,  and  we  do  thank  you  very  much. 

Mr.  Houston.  Thank  you. 

AFTER  RECESS 

Senator  Dole.  Let's  see.  Everybody  is  coming  and  going. 


Digitized  by 


Google 


166 


I  understand  Senator  Hayakawa  is  on  his  way.  I  would  like  to 
have  the  California  witnesses  wait  for  him  to  arrive,  if  they  do  not 
mind. 

In  the  meantime  we  will  hear  from  Carol  Mollner,  who  will  be 
our  next  witness. 

We  are  having  a  series  of  votes.  I  hope  the  witnesses  understand, 
so  we  will  try  to  move  along  as  quickly  as  we  can. 

Do  you  have  anybody  with  you? 

Ms.  Mollner.  No. 

Senator  Dole.  Senator  Helms  is  coming  back,  and  there  are 
other  North  Carolina  witnesses.  If  he  does  not  return,  why,  we  will 
just  hear  them. 

Carol? 

STATEMENT  OF  CAROL  MOLLNER,  PRAXIS,  INC.,  KANSAS  CITY, 

KANS. 

Ms.  Mollner.  I  want  to  thank  you  for  the  opportunity  to  speak, 
and  I  am  glad  to  see  you  back  and  in  good  health. 

I  am  the  director  of  Praxis,  Inc.,  a  food  and  nutrition  educational 
and  advocacy  organization  in  Kansas  City,  Kans.  I  am  also  a  nutri- 
tionist. I  came  to  tell  you  about  how  food  stamps  help  people  in  my 
community  and  what  would  be  the  impact  on  Kansas  if  some  of  the 
proposed  cuts  were  adopted. 

I  chose  to  work  as  a  nutrition  advocate  because,  as  a  nutritionist, 
I  found  it  impossible  to  try  to  counsel  people  about  what  they 
should  eat  when  many  did  not  have  enough  money  to  buy  that 
food.  I  believe  the  food  stamp  program  is  a  good  program  nutrition- 
ally and  economically.  We  all  know  the  consequences  of  undernu- 
trition and  malnutrition — poor  health,  more  disease,  more  prema- 
ture births  and  lower  birth  weight  babies;  reduced  vigor,  attention 
span  and  learning  ability,  et  cetera. 

The  effects  of  malnutrition  can  be  mistaken  for  senility — how 
much  does  this  lead  to  unnecessary  preventable  and  costly 
institutionalization  of  our  elderly? 

It  always  costs  more — in  dollars,  suffering,  and  loss  of  human 
potential — to  remedy  nutrition  problems  that  could  have  been  pre- 
vented. One  example:  It  is  estimated  in  Kansas  that  hospitalization 
and  special  care  for  low-birth-weight  infants  will  cost  an  average  of 
$20,000.  For  an  infant  whose  brain  was  retarded  in  utero,  lifetime 
institutionalization  will  cost  at  least  $900,000;  not  to  mention  the 
terrible  loss  in  human  potential. 

Now,  one  may  say  that  the  WIC  program  targets  at-risk  pregnan- 
cies to  prevent  low-birth-weight  infants.  But  how  much  assurance 
do  we  have  that  WIC  supplemental  foods  will  be  eaten  by  a  preg- 
nant woman  if  she  sees  the  rest  of  her  family  going  hungry? 
Without  food  stamps,  all  other  programs  lose  their  effectiveness 
since  they  are  only  supplements  which  meet  partial  food  needs  for 
people  in  special  circumstances.  Food  stamps  are  what  people 
depend  upon  for  their  basic  diet. 

My  one  major  criticism  about  the  food  stamp  program  is  that  the 
benefit  level  is  too  low.  Benefits  are  based  on  USDA's  thrifty  food 
plan  and  on  cost  levels  developed  for  short-term  use  when  funds 
are  extremely  low." 
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The  plan  was  not  meant  for  poople  to  live  on  for  longer  periods; 
it  provides  inadequate  levels  of  certain  essential  nutrients,  and 
does  not  allow  for  individual  variations  in  the  nutrient  require- 
ments of  people.  Its  cost  is  too  low  and  is  not  updated  in  pace  with 
increases  in  the  cost  of  food.  Yet,  in  spite  of  this  inadequacy,  I  hear 
it  is  proposed  for  your  consideration  to  eliminate  the  change  passed 
by  Congress  last  summer  to  make  future  cost  updates  slightly  more 
timely. 

You  may  say  that  it  is  OK  to  make  such  cuts  because  after  all, 
food  stamps  are  a  supplement  to  peoples'  food  purchasing  and  that 
they  should  also  spend  other  money  on  food.  Unfortunately,  for 
most  food  stamp  recipients,  there  is  no  other  money  to  spend.  Let 
me  give  you  an  example:  A  50-year-old  woman  living  in  a  central 
Kansas  town  who  is  disabled  with  a  serious  heart  ailment  and 
divorced.  Her  total  income  is  $250  per  month  from  alimony — she 
qualifies  for  no  other  assistance  except  a  medical  card.  Her  house 
payment  is  $136  per  month  and  she  spends  about  $75  in  utilities, 
leaving  $39  for  all  other  needs.  She  currently  receives  $55  in  food 
stamps.  While  her  benefits  will  go  up  next  year,  she  will  get  about 
$2  less  of  an  increase  if  timely  updating  of  benefit  levels  is  not 
adopted.  She  will  lose  more  if  the  standard  and  shelter  deductions 
are  frozen  at  current  levels  while  her  utility  costs  are  sure  to  rise. 
She  is  a  truly  needy  person  who  will  be  hurt.  What  will  she  do? 
She  says  she  will  survive — she  learned  survival  during  her  child- 
hood spent  in  concentration  camps.  But,  I  think  we  should  be 
offering  more  than  that  kind  of  survival. 

Here  is  another  example,  a  family  in  a  town  in  central  Kansas 
with  two  children  aged  2  and  6 — the  oldest  in  public  school  and 
receiving  school  lunch.  The  father  earns  $4.50  per  hour,  or  $774.00 
per  month,  working  full  time  as  a  security  guard.  They  have  one 
car,  purchased  secondhand,  which  he  uses  in  his  work.  Almost 
half— $380 — of  their  monthly  income  goes  for  housing  and  utility 
expenses.  They  are  currently  eligible  for  $107  in  food  stamps. 
Based  on  the  projected  poverty  line,  deduction  and  thrifty  food 
plan  updates  they  will  receive  about  $149  in  food  stamps  next  year. 

Under  the  administrations  proposals,  this  would  be  cut  by  one- 
sixth — or  $25.50.  This  projected  cut  includes  a  $12  cut  because  their 
child  eats  lunch  at  school.  The  child's  "share"  of  the  family's  food 
stamp  allotment  would  be  cut  by  almost  40  percent  because  he  eats 
five  meals  per  week  at  school. 

From  these  examples,  it  is  obvious  that  even  small  cuts — freezing 
deductions,  eliminating  benefit  updates,  et  fcetera — have  a  devastat- 
ing effect  on  people  who  just  do  not  have  another  few  dollars  free 
to  be  spent  on  food  rather  than  other  things. 

I  could  give  you  many  other  examples  about  real  people,  needy 
people,  who  will  be  hurt  by  proposed  cuts  in  food  stamps.  In 
Kansas,  30  percent  of  food  stamp  recipients  are  elderly;  over  60 
percent  live  in  one-  and  two-person  households.  Many  are  children; 
others  are  disabled;  others  are  working  but  earning  only  poverty 
wages.  The  average  food  stamp  benefit  in  Kansas  is  $40.68  per 
month;  $1.31  per  day;  43  cents  per  meal  which  is  barely  the  price  of 
a  cup  of  coffee. 
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Where  will  these  people  turn  if  their  food  stamp  allotments  are 
cut  or  if  they  are  cut  off  the  program?  Many  will  go  to  the 
churches  and  other  emergency  assistance  centers  for  help. 

1  asked  some  of  the  emergency  assistance  centers  how  they 
would  respond  to  the  need  if  the  food  stamp  program  is  cut.  Here  is 
what  they  said: 

1.  Crosslines  Cooperative  Council — funded  by  church  and  private 
contributions — in  Kansas  City — 

We  would  be  tripling  our  caseload,  going  back  to  the  levels  we  served  before  the 
1977  Food  Stamp  law.  We  were  closed  the  equivalent  of  2  months  per  year  then  for 
lack  of  funds.  Churches  are  already  giving  as  much  as  they  can  give.  Every  dollar 
we  give  for  food  is  a  tradeoff  with  a  dollar  we  might  give  for  utility  assistance.  We 
have  a  shortfall  of  $500,000  for  utility  aid  right  now  and  that  is  assuming  a  mild 
winter  and  no  utility  increases  for  next  year  in  Wyandotte  County. 

2.  The  Salvation  Army  in  Douglas  County,  Kans. — 

We  couldn't— there's  no  way  we  could  pick  up  the  difference.  We  are  running 
over  budget  right  now.  We're  overrun  with  people  losing  jobs  and  needing  assist- 
ance. Were  turning  people  away  and  serving  only  people  in  transition  periods. 
Many  people  who  can  t  make  it  through  the  month  on  food  stamps  right  now  are 
coming  to  us.  We  don't  have  the  money  to  help  them  now.  What's  going  to  happen  if 
they  don't  get  cost  of  living  or  food  stamp  increases? 

3.  The  Salvation  Army  in  Dodge  City,  Kans. — 

We  are  already  spending  four  to  five  times  over  our  budget  and  trying  to  organize 
a  food  bank  with  all  local  churches.  We're  not  positive  this  will  meet  current  need. 
We  just  can't  do  it  if  food  stamps  are  cut. 

4.  The  Salvation  Army  in  Junction  City,  Kans. — 

We  are  operating  at  a  $16,000  deficit  this  year.  That  will  double.  Right  now  we 
have  many  cases  where  people  run  out  of  food  stamps  and  come  to  us  for  help.  We 
have  to  turn  them  down. 

5.  The  Salvation  Army  in  Wichita,  Kans. — 

We  are  already  getting  people  coming  in  on  food  stamps  whose  funds  run  out 
before  the  end  of  the  month.  I  just  don't  think  food  stamps  should  be  cut.  The 
churches  are  at  their  limit;  its  going  to  be  a  stress. 

6.  Finally,  Emergency  Aid  in  Salina,  Kans.— -funded  by  churches, 
United  Way,  private  contributions — 

I  shudder  to  think  where  I'll  be  a  year  from  now  if  these  cuts  go  through.  I  don't 
think  anyone  has  given  thought  to  what  the  impact  is  going  to  be.  Contributions  to 
our  food  bank  are  fantastic  now,  but  I  don't  know  if  the  rate  of  giving  will  be  able  to 
meet  the  need.  When  money  is  short  for  people,  where  is  the  flexible  area  where 
people  have  to  cut  back?  Food  is  where  they  have  to  cut  They  cannot  cut  out 
utilities  and  they  cannot  cut  out  rent. 

It  is  obvious  that  the  churches  and  assistance  centers  can't  pro- 
vide for  all  the  people  who  would  be  hurt  by  food  stamp  cuts. 

Another  area  you  should  consider  carefully  is  the  administrative 
cost  of  any  of  the  proposed  food  stamp  changes.  State  agencies  and 
caseworkers  have  been  overburdened  by  the  many  program 
changes  in  the  last  4  years. 

In  Kansas,  we  have  had  a  severe  problem  with  delays  in  getting 
timely  benefits  to  clients — caused,  in  part,  by  the  extra  work  pro- 
gram changes  created.  The  Kansas  Department  of  Social  and  Reha- 
bilitation Services  has  prepared  estimates  of  the  cost  of  some  of  the 
proposed  changes  such  as  recoupment,  reinstating  of  the  purchase 
requirement,  and  figuring  in-kind  benefits  such  as  school  meals. 
These  are  all  costly  and  most  cure  impossible  administratively.  They 
will  increase  the  potential  for  errors.  The  States  do  not  have  the 
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resources  to  pick  up  larger  administrative  burdens.  If  we  are  inter- 
ested in  controlling  budgets,  it  makes  no  sense  to  increase  adminis- 
trative expenses  and  at  the  same  time  reduce  the  meager  benefits 
to  needy  people. 

I  have  been  trying  to  present  facts  and  examples  to  show  how 
potential  food  stamp  cuts  will  hurt  real  people. 

The  myths  which  surround  this  program  are  many — and  these 
myths  add  support  for  the  view  that  this  program  is  wasteful  and 
overrun  with  undeserving,  nonneedy  people. 

I  have  a  statement  from  Ruthie  Owens,  a  food  stamp  recipient, 
and  she  would  like  me  to  read  her  statement. 

Senator  Dole.  First  let  me  introduce  you  to  Senator  Hawkins. 
This  young  lady  is  from  Kansas. 

I  would  like  to  point  out  that  we  are  way  behind  on  our  time, 
and  there  are  still  many  witnesses  to  come  forward. 

Ms.  Mollner.  All  right. 

She  is  a  32-year-old  mother  of  four  children,  ages  14,  13,  11,  and 
8.  All  four  children  are  in  school  and  in  the  school  lunch  program. 
She  is  divorced  and  head  of  her  household. 

Her  children  look  to  her  for  their  support.  She  worked  as  an 
LPN  at  a  salary  of  $168  per  month.  Recently  she  enrolled  in  a 
junior  college  RN  program  with  the  idea  to  complete  that  program 
to  improve  herself  for  better  employment,  to  get  her  income  above 
the  poverty  line  so  she  would  not  use  food  stamps  and  ADC  assist- 
ance. 

When  all  of  her  income  is  figured  and  her  expenses,  she  has  very 
few  dollars  left  for  any  kind  of— anything  including  food. 

There  are  no  funds  for  splurging,  no  funds  for  doing  anything 
like  buying  clothes. 

Food  stamps  enable  people  to  eat.  They  enable  her  to  eat. 
Through  wise  and  practical  shopping  and  eating  simple  meals,  she 
says,  I  can  feed  my  family.  The  school  lunch  program  helps  too, 
because  I  know  my  children  get  a  good  meal  at  the  school  during 
the  school  year.  If  the  proposed  cut  in  food  stamps  goes  through,  I 
would  have  to  try  to  get  by  with  less  than  I  have  now. 

This  is  almost  asking  the  impossible.  With  the  growing  increases 
in  food,  utilities,  and  rent,  where  would  I  stand? 

She  has  heard  that  her  food  stamps  would  be  cut  by  $12  for  each 
of  her  four  children  in  school,  or  $48  per  month. 

If  that  happened,  she  would  not  be  able  to  finish  school  and 
become  self-supporting.  She  would  lose  all  chance  of  bettering  her- 
self and  getting  out  of  poverty,  which  would  mean  she  would  be  on 
public  assistance  for  the  rest  of  the  time  her  children  are  growing 
up,  and  she  wants  to  stay  in  school  and  get  off  public  assistance, 
and  that  is  the  statement  she  wanted  me  to  read. 

Senator  Dole.  Thank  you. 

Ms.  Mollner.  I  have  just  two  other  comments  to  make  based  on 
things  I  heard  this  morning. 

Mail  issuance  is  extremely  critical  for  rural  people.  It  is  extreme- 
ly critical  for  people  in  Kansas  and  Missouri  in  the  rural  areas, 
and  elimination  of  the  purchase  requirement  brought  a  lot  more 
elderly  people  in  particular  on  the  program  in  Kansas,  and  these 
people  would  go  off  again  if  a  purchase  requirement  were  reinstat- 
ed, so  these  are  very  important. 
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Senator  Dole.  I  do  not  know  of  any  effort  to  reinstate  the  pur- 
chase requirement,  but  I  think  that  is  good  information. 

I  think  you  have  correctly  identified  the  groups  that  are  eligible 
to  participate,  the  elderly  and  those  who  live  out  in  the  country. 

I  do  not  have  any  questions.  I  think  you  understand,  I  know  the 
Salvation  Army  in  some  of  these  areas  has  a  deficit,  and  so  does 
the  Federal  Government  of  about  $60  billion,  so  we  are  faced  with 
the  same  problems  as  they  are,  maybe  on  a  larger  scale. 

I  am  chairman  of  the  Nutrition  Committee,  and  I  am  sympathet- 
ic to  the  plight  of  the  very  real  people  you  talk  about. 

We  hope  that  we  can  accommodate  most  of  those.  I  am  not 
certain  that  we  can,  because  there  will  be  cuts.  I  cannot  tell  you 
now  what  the  final  package  may  contain,  because  this  is  only  one- 
half  of  the  Congress,  and  the  House  may  have  a  different  view  on 
food  stamps  than  the  Senate. 

We  have  restored  money  for  the  WIC  program,  we  have  added 
money  in  the  reconciliation  resolution  for  the  school  lunch  pro- 
gram. 

I  have  even  nosed  around  a  little  bit  among  my  colleagues  to  see 
if  we  could  add  money  for  food  stamps,  but  there  really  is  not 
much  enthusiasm  for  that. 

We  have  to  be  very  honest  with  ourselves,  there  are  going  to  be 
some  sharp  cuts  in  the  food  stamp  program,  and  what  we  need  to 
find  is  how  we  can  do  that  and  still  not  do  violence  to  the  people 
you  referred  to  in  your  statement. 

Now,  you  do  indicate  some  of  the  areas  of  sacrifice.  Can  you  give 
us  any  examples  of  areas  where  people  are  receiving  stamps  and 
should  not  be  receiving  food  stamps? 

Sureljf  there  are  some  out  there. 

Ms.  Mollner.  I  am  sure  there  are  some  people  on  food  stamps 
fraudulently,  although  the  fraud  rates  in  Kansas  and  Missouri  are 
very  low 

Senator  Dole.  I  am  not  talking  about  fraud.  I  am  just  talking 
about  those  who  can  make  it  without  food  stamps. 

Ms.  Mollner.  I  would  have  to  say  in  all  honesty,  I  have  not  seen 
any  family  that  is  on  food  stamps  that  could  get  by  and  have  a 
nutritionally  adequate  diet,  if  they  did  not  have  that  kind  of  assist- 
ance. They  may  be  there.  I  have  just  not  seen  them.  I  have  done  a 
lot  of  counseling,  and  I  have  tried  a  lot  of  ways  to  help  people  cut 
back  on  their  budget,  but  with  food  costs  going  up,  I  just  do  not 
think  it  is  possible. 

Senator  Dole.  I  think  that  is  a  point  that  is  sometimes  lost. 

In  my  view  the  food  stamp  program  is  a  good  economic  barom- 
eter of  when  people  are  out  of  work,  there  are  more  people  on  the 
program,  and  when  we  have  inflation,  the  cost  of  the  program  goes 
up,  and  that  has  been,  I  think,  not  the  problem  of  the  poor  poople, 
but  one  of  the  reasons  we  have  had  so  much  difficulty  with  the 
program  in  the  Congress,  because  the  costs,  as  that  graph  indicates, 
the  costs  have  gone  up  from  $35  million  to  $11  billion,  but  I  think 
if  you  go  back  and  add  up  all  of  the  inflation  of  the  program,  and 
the  highs  in  unemployment  of  just  a  couple  of  years  ago,  and  when 
unemployment  was  down,  participation  was  down. 

Ms.  Mollner.  The  food  stamp  directors  in  the  county  offices  in 
Johnson  and  Wyandotte  Counties,  and  in  Jackson  County,  Mo., 
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have  given  me  figures  in  the  past,  which  directly  show  within  a 
month  how  participation  reflects  unemployment  figures,  and  it 
goes  up  and  down  that  fast  based  on  unemployment,  but  the  major 
rise,  of  course,  is  the  cost  of  food. 

It  is  not  numbers  of  participants. 

Senator  Dole.  And  some  of  us  who  come  from  farm  States  are 
accused  of  helping  the  program  because  it  helps  farmers.  I  cannot 
find  any  farmers  who  support  the  program. 

Ms.  Mollner.  I  do  know  some  farmers  who  support  it.  I  can  give 
you  some  names  later  if  you  would  like  them. 

Senator  Dole.  I  would  like  to  get  their  affidavit.  We  are  all 
supposed  to  have  a  selfish  interest  in  the  program,  not  that  we  care 
about  people,  but  because  somebody  in  our  State  may  be  profiting 
when  they  buy  the  food  stamps,  but  we  are  going  to  consider  your 
views  very  carefully,  and  we  hope  that  in  the  package  we  report 
out  of  this  committee  and  the  Congress  will  satisfy  some  people. 

Senator  Hawkins? 

Senator  Hawkins.  Would  you  agree  that  the  quality  of  health 
may  not  be  affected  by  food  stamps  if  the  recipients  frivolously  use 
them  on  commodities  that  may  not  be  good  for  their  health? 

Ms.  Mollner.  I  would  agree,  like  a  lot  of  other  people,  if  they 
were  to  go  to  spend  all  of  their  food  stamps  on  potato  chips  and 
something  like  that,  although  we  do  have  some  studies  which  show 
that  food  stamp  recipients  are  much  better  food  purchasers  than 
non-food-stamp  recipients.  Food  stamp  recipients  spend  their  food 
stamp  coupons  on  much  more  nutritious  foods  and  much  more 
economical  food  purchases. 

I  could  give  you  that  study  if  you  would  like. 

Senator  Hawkins.  Yes;  I  would  like  that. 

Thank  you. 

Senator  Dole.  Senator  Hayakawa? 

Senator  Hayakawa.  No  questions. 

I  heard  part  of  the  young  lady's  testimony.  I  am  very  impressed 
with  what  she  had  to  say.  I  hope  we  can  meet  your  needs,  but  as 
the  chairman  has  said,  we  are  going  to  cut  somewhere. 

Senator  Dole.  Carol  has  been  very  helpful  to  me  over  the  years, 
and  I  appreciate  that.  I  know  you  speak  with  a  great  deal  of 
experience,  which  is  helpful  to  the  committee,  so  we  will  probably 
be  asking  for  your  help  down  the  line. 

Thank  you. 

I  think  I  will  ask  Senator  Hayakawa  to  call  the  next  witness. 

Senator  Hayakawa.  Mr.  Chairman,  I  would  like  to  introduce 
Roger  Honberger,  representing  San  Diego  County,  Calif. 

Senator  Dole.  Is  Mr.  Atwater  still  here? 

Mr.  Atwater.  Yes. 

Senator  Dole.  OK.  You  are  next. 

Would  you  mind,  a  fellow  from  North  Carolina  needs  to  catch  a 
plane,  to  slip  in  right  now? 

Mr.  Honberger.  California  would  be  happy  to  yield  to  North 
Carolina. 

The  Chairman.  We  have  the  distinguished  chairman  of  County 
Commissioners  of  Guilford  County,  Greensboro,  N.C. 

Even  Bob  Dole  was  so  nice  about  this  thing. 
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Senator  Dole.  I  told  him  earlier  I  had  a  claim  to  North  Carolina 
if  you  did  not  show. 
We  are  glad  to  have  you. 

STATEMENT  OF  FORREST  CAMPBELL,  COMMISSIONER,  GUIL- 
FORD COUNTY,  GREENSBORO,  N.C.,  REPRESENTING  THE  NA- 
TIONAL ASSOCIATION  OF  COUNTIES 

Mr.  Campbell.  Thank  you,  Mr.  Chairman. 

I  come  here  today  speaking  to  you  from  the  National  Association 
of  Counties  Association. 1 

I  am  Forrest  Campbell,  and  I  am  chairman  of  the  Board  of 
County  Commissioners  of  Guilford  County,  N.C. 

The  National  Association  of  Counties  Association  represents 
some  3,000  counties  across  the  country,  and  since  we  are  at  the 
very  heart  of  the  program  that  you  have  before  you,  for  your 
consideration  we  do  have  a  great  deal  of  concern. 

One  of  those  concerns  is,  as  we  are  involved  with  taxpayers  at 
the  local  level  who  have  only  property  taxes  as  a  basis  for  our 
income,  and  gives  us  a  great  deal  of  concern  as  to  what  might 
happen  in  the  overall  administration  of  the  program. 

There  are  18  States  in  which  the  counties  administer  the  pro- 
grams of  AFDC,  food  stamp,  and  medicaid  programs  that  is  under 
the  supervision  of  the  State,  and  we  pay  a  portion  of  that  adminis- 
trative cost,  so  we  are  in  the  final  analysis  right  at  the  bottom  of 
those  lists  of  people  who  are  involved  in  it. 

For  instance,  in  North  Carolina  44  percent  of  the  county's  budg- 
ets go  to  make  up  non-Federal  costs  of  AFDC  medicaid  and  food 
stamps.  In  my  own  county,  42  percent  of  our  budget  is  for  welfare 
and  health  programs,  which  we  think  is  a  rather  high  figure,  but  is 
how  it  works  out.  We  are  supporting  some  of  the  spending  reduc- 
tion measures  proposed  by  the  administration.  I  think,  however, 
that  we  are  concerned  primarily  with  the  needs  of  the  people  and 
as  county  officials  working  at  the  area  of  last  resort,  we  are  con- 
cerned about  cutting  any  program  in  which  that  would  also  have 
the  effect  of  cutting  a  program  which  is  so  vitally  needed  and 
would  have  to  be  picked  up  by  the  counties  if  it  is  not  met  other- 
wise. 

Since  we  have  the  limited  taxing  authority,  the  transferring  of 
the  burden  for  these  life-sustaining  services  to  the  counties  would 
be  something  that  we  would  have  to  resist  and  surely,  the  taxpay- 
ers would  resist. 

We  do  support  the  balanced  Federal  budget  and  pledge  our  sup- 
port for  the  proposed  spending  reductions  as  long  as  those  do  not 
shift  the  costs  to  the  local  governments.  There  are  about  three  or 
four  areas  that  I  would  like  to  touch  on  briefly  with  you  that  we 
are  concerned  about. 

We  do  support  the  setting  of  an  eligibility  at  130-percent  of  the 
poverty  level.  We  think  that  it  would  be  helpful  if  we  could  use 
tables  based  on  monthly  amounts  for  the  eligibility  rather  than 
having  to  compute  the  income  and  shift  it  for  the  whole  year  which 
would,  we  think,  be  more  work  and  more  possibilities  of  errors  for 
us. 


1  See  p.  433  for  the  prepared  statement  of  Mr.  Campbell. 
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Actually,  that  130  percent-level,  Senator,  would  not  have  much 
effect  in  North  Carolina  because  in  my  own  county  the  average 
household  and  most  of  them  on  food  stamps  are  at  an  income  level 
between  $3,000  and  $4,000. 

In  the  State  of  North  Carolina,  most  of  the  recipients  on  food 
stamps  are  at  an  income  of  less  than  $5,000.  We  think  that  the 
retrospective  accounting  is  certainly  something  that  ought  to  be 
done  and  we  would  support  that,  as  it  is  it  is  not  a  lengthy  period 
of  retrospective  accounting  because  again  of  the  possibility  of 
errors. 

We  are  concerned  about  a  mandate  for  a  national  workfare 
program.  We  support  the  concept  of  work  instead  of  welfare  but  we 
can  say  to  you  at  this  time  that  we  think  the  results  of  requiring 
that  nationally  would  be  higher  than  the  results,  or  the  savings 
that  come  about.  First  of  all,  most  of  the  cost  of  this  program 
under  the  programs  already  put  in  model  programs,  have  been 
rather  expensive  to  the  counties  that  have  participated. 

In  San  Diego  County,  for  instance,  they  had  a  net  cost  of  about 
$355,000  for  this  fiscal  year  and  that  simply  is  something  that  most 
counties  could  not  undertake. 

In  my  own  county,  for  instance,  we  reviewed  last  year  and  sub- 
mitted a  proposal  for  a  project  and  had  to  withdraw  it  because  of 
the  two  factors:  One,  the  cost  of  it  was  something  like  $220,000. 
The  benefits  that  we  can  measure  at  that  particular  point  was 
about  110  people,  or  a  cost  of  about  $1,000  per  recipient  for  work 
we  would  really  have  to  make  for  them  and  we  did  not  think  that 
to  be  a  wise  move  so  we  did  not  go  forward  with  it. 

We  are  concerned  again  with  the  school  lunch  deduction  and  the 
reason  we  are  concerned  about  that  is  because  of  the  counties 
having  to  pick  up  and  carry  the  increased  administrative  costs.  We 
have  no  way  at  this  present  time  of  tracking  those  children  to 
determine  what  their  benefits  are  in  the  school  program.  It  would 
be  extremely  expensive  for  us  to  try  to  undertake  that  and  keep 
current  without  subjecting  ourselves  to  substantial  errors. 

Also,  we  do  not  think  that  is  a  duplication  of  the  food  stamp 
benefits. 

I  would  like  to  say  a  word  or  two  about  the  recoupment.  That  is 
something  that  concerns  us  because  of  the  tremendous  amount  of 
costs  that  would  be  involved  if  it  is  tied  into  the  IRS  system.  We 
would  recommend  that  we  utilize  a  system  similar  to  the  AFDC 
program  rather  than  going  into  a  new  system  which  would  be  so 
complicated  and  so  administratively  expensive. 

We  think  that  changes  should,  as  far  as  possible,  parallel  the 
AFDC  program  to  simplify  the  administration  and  to  reduce  errors. 

We  are  concerned  again  about  the  outreach  program  because  we 
think  that  is  unnecessarily  costly.  We  think  it  has  been  something 
that  has  been  out  of  the  intent  of  Congress  and  that  we  think  that 
simply  including  some  sort  of  plan  to  make  known  to  the  public 
the  food  stamp  program  would  be  far  more  effective  and  perhaps 
less  expensive. 

We  have  and  still  do  continue  to  support  a  cashout  of  the  food 
stamp  program  because  we  think  there  would  be  more  cost  savings 
and  we  think  further  that  the  administration  of  the  programs 
should  be  in  the  Department  of  Health  and  Human  Services  and 
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would  bring  the  regulation  more  closely  in  line  with  each  other 
and  be  simpler  to  operate. 

I  again  thank  you  for  the  opportunity  of  appearing  before  you 
this  afternoon  and  would  like  to  respond  to  any  questions  that  you 
have. 

The  Chairman.  Thank  you  very  much.  Your  entire  statement 
will  be  made  a  part  of  the  record. 

Senator  Hawkins? 

Senator  Hawkins.  I  have  no  questions. 

The  Chairman.  Senator  Hayakawa? 

Senator  Hayakawa.  Yes,  I  have  a  question,  Mr.  Chairman. 

If  the  cash  value  of  food  stamp  benefits  were  added  onto  the 
AFDC,  SSI,  and  general  assistance  payments,  the  easing  of  dupli- 
cate administration  alone  would  add  enormous  impact. 

That  is  you  add  the  value  of  food  stamps  to  their  cash  payments? 

Mr.  Campbell.  That  is  correct. 

Senator  Hayakawa.  You  simplify  the  whole  system? 

Mr.  Campbell.  Yes,  sir.  This  is  a  classification  of  people  entitled 
to  it,  and  to  put  it  into  that  particular  form  would  certainly 
streamline  and  cut  down  the  possibilities  of  error  and  reduce  our 
costs. 

Senator  Hayakawa.  Do  you  know  what  Congressmen  or  Sena- 
tors, or  what  county  associations,  among  others,  that  this  particu- 
lar idea  is  being  discussed? 

Well,  this  particular  idea  has  been  discussed  by  many  of  the 
people  around  the  country  that  are  associated  with  counties,  and 
the  National  Association  of  Counties  has  had  this  in  its  platform 
for  a  number  of  years  now,  and  we  brought  it  to  the  attention  of 
the  committees  previous  times  when  we  discussed  it  with  them. 

I  think  only  now  is  it  beginning  to  get  some  attention  in  the 
sense  of  trying  to  reduce  costs,  and  we  think  that  it  is  a  good  viable 
way  to  do  that. 

Senator  Hayakawa.  Well,  I  am  curious  about  it,  sufficiently 
curious  so  that  I  shall  ask  you  if  you  can  do  so  conveniently  to  get 
me  some  statement  from  the  counties'  association  in  support  of  this 
whole  idea. 

We  would  like  to  study  it. 

Mr.  Campbell.  We  will  supplement  this  and  get  that  material  to 
you. 

I  might  add  we  had  some  studies  that  were  conducted  in  Los 
Angeles  County  as  to  what  the  cost  savings  would  be  and  we  can 
provide  that  to  you. 

Senator  Hayakawa.  That  would  be  very,  very  nice.  Thank  you, 
Mr.  Chairman. 

The  Chairman.  Senator  Dole? 

Senator  Dole.  Do  you  have  any  monitoring  process  at  the  county 
level  as  far  as  so-called  fraud  and  abuse  in  North  Carolina? 

Mr.  Campbell.  Yes,  we  do.  In  most  of  the  departments  there  is 
some  money  that  is  charged  with  quality  control,  and  in  that  they 
are  investigating  what  is  either  reported  to  be  suspected  cases  of 
fraud,  or  fraud  cases. 

I  say  to  you  in  regard  to  the  fraud  that  you  talk  about  in  the 
food  stamp  program,  it  is  our  experience  there  is  no  incentive  in 
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this  program  for  any  of  us  at  the  county  level  to  pick  up  the  costs 
of  trying  to  carry  on  the  fraud  program. 

It  benefits  the  National  or  Federal  Government,  but  does  nothing 
of  any  consequence  to  the  county. 

Now,  if  you  put  in  some  sort  of  incentive  similar  to  what  you 
might  have  in  title  IV(d)  program  with  child  support,  I  think  you 
would  find  it  more  meaningful  on  the  local  level  for  people  to  put 
the  resources  into  that  particular  program. 

Senator  Dole.  I  think  that  is  what  we  indicated  on  a  county  and 
State  level,  they  sort  of  turned  their  head  the  other  way.  It  is  not 
our  money,  so 

Mr.  Campbell.  I  do  not  think  anybody  is  consciously  doing  that. 

Senator  Dole.  No,  but  it  is  just  natural. 

Mr.  Campbell.  It  is  just  natural,  why  get  into  a  program  of 
prosecution  and  expense  unless  it  means  something  to  you  locally, 
and  I  can  see  a  lot  of  deference  on  the  part  of  people  to  not  get  into 
that. 

The  Chairman.  You  have  got  to  operate  on  a  balanced  budget, 
and  it  is  tough  enough  without  adding  something  else  to  it. 

Mr.  Campbell.  Absolutely.  I  do  not  think  that  is  the  whole 
reason.  I  think  there  are  other  factors  which  you  have  already 
heard  about,  but  prosecuting  fraud  cases  and  welfare  and  food 
stamps,  medicaid,  is  a  very  different  thing,  a  very  difficult  thing 
for  most  prosecutors  to  do,  unless  it  is  an  extraordinarily  big  ex- 
treme case,  they  tend  to  not  do  that. 

The  time  it  takes  to  get  the  case  before  the  court,  dispose  of  it, 
sometimes  it  is  months,  and  we  have  done  that,  we  have  prosecuted 
people,  we  will  continue  to  do  so  very  actively,  but  I  am  afraid  our 
county  might  be  one  of  the  exceptions,  rather  than  the  rule. 

Senator  Dole.  They  are  difficult  cases,  and  for  a  number  of 
reasons  you  also  mentioned  on  page  4  that  you  opposed  deducting 
free  food  lunches  from  food  stamp  benefits. 

Would  you  support  an  effort  to  experiment  with  that,  to  see  how 
it  works,  before  it  is  implemented  on  a  nationwide  basis? 

Mr.  Campbell.  We  would  certainly  encourage  you  to  do  so. 

I  do  not  think  we  really  know  at  this  point  what  the  effect  of 
that  is  going  to  be  to  start  tracking  the  children.  There  are  several 
problems  with  the  school  lunch  program.  Some  school  systems  may 
have  all  of  their  students  on  free  lunches,  some  may  have  one 
school  and  not  another  school  in  one  family  of  children  that  may 
be  going  to  two  or  three  schools,  and  one  may  have  it  and  the  other 
may  not,  so  it  is  a  very  high  administrative  cost  factor  to  try  to 
track  all  of  that  and  keep  up  with  it  and  keep  the  error  rate  down. 

Senator  Dole.  Thank  you. 

Mr.  Campbell.  We  really  cannot  see  on  a  national  basis  much 
difference  in  a  free  school  lunch  or  free  breakfast  or  a  congregate 
meal  at  church,  so,  you  know,  we  center  here  on  one  deductible 
item. 

There  are  a  number  I  guess  that  might  be  considered,  so  it  is  a 
difficult  thing  to  try  to  process  those. 

Senator  Dole.  So  to  carry  it  to  a  logical  end,  then  you  would  also 
deduct  congregate  meals? 

Mr.  Campbell.  What  is  the  difference? 
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Senator  Dole.  I  was  going  to  add  that  if  you  extended  it,  then 
the  next  group  would  be  those  who  get  congregate  meals. 

Mr.  Campbell.  Or  mobile  meals. 

The  Chairman.  It  is  entirely  possible  that  written  questions  will 
be  filed  with  you  by  Senators  who  are  at  other  committee  meet- 
ings, and  if  you  would  respond  to  those,  we  would  appreciate  it. 

Mr.  Campbell.  We  would  certainly  be  happy  to,  and  I  failed  to 
introduce  Mr.  Ron  Gibbs,  the  associate  director  for  the  National 
Association  of  Counties. 

The  Chairman.  We  are  glad  to  have  you  too. 

Thank  you  very  much. 

Mr.  Campbell.  Thank  you,  sir. 

The  Chairman.  Mr.  Honberger.  I  hope  you  did  not  miss  your 
plane. 

Senator  Hawkins.  Mr.  Chairman,  could  we  have  Mo  Atwater 
first. 

The  Chairman.  All  right.  Mo  Atwater,  State  attorney,  Special 
Prosecution  Division,  Jacksonville,  Fla. 

STATEMENT  OF  MO  S.  ATWATER,  JR.,  ASSISTANT  STATE  AT- 
TORNEY,  SPECIAL  PROSECUTION  DIVISION,  JACKSONVILLE, 
FLA. 

Mr.  Atwater.  Thank  you,  Mr.  Chairman. 

The  Chairman.  We  are  delighted  to  have  you,  sir,  and  your  full 
statement,  if  you  have  a  prepared  text,  will  be  made  a  part  of  the 
record.1 

Senator  Hawkins.  Mr.  Chairman,  I  can  tell  you  Mr.  Atwater  has 
been  head  of  a  task  force  in  Jacksonville,  Fla.,  for  several  years 
heading  up  an  investigation  into  public  assistance  fraud.  His  unit 
has  been  responsible  for  more  than  300  prosecutions  for  food  stamp 
frauds,  which  I  figure  represents  four  times  as  many  prosecutions 
for  this  kind  of  crime  as  any  other  State  attorney's  office  in  Flor- 
ida. So  he  comes  with  a  lot  of  experience,  and  he  is  the  man  we 
need  to  talk  to  when  we  talk  about  the  fraud. 

Mr.  Atwater.  Thank  you,  Senator  Hawkins,  Mr.  Chairman.  Let 
me  point  out  first  that  those  300  cases  that  you  are  talking  about 
were  300  cases  which  were  generated  by  a  fraud  unit  in  our  office 
and  constituted  about  one-half  of  the  fraud  cases  prosecuted  in  our 
circuit. 

The  other  half  came  from  an  organization  that  Mr.  Bill  Davis 
testified  about  here  this  morning,  from  the  division  of  public  assist- 
ance fraud. 

Statements  were  made  here  earlier  today  that  prosecutors  did 
not  like  to  prosecute  fraud,  or  prosecutors  did  not  prosecute  fraud. 
I  can  speak  only  for  the  fourth  circuit  of  Florida,  in  that  they 
prosecute  every  form  of  crime  when  it  is  brought  to  us,  and  food 
stamp  fraud  is  just  a  form  of  crime. 

It  is  pure  theft  in  all  of  its  form,  and  I  think  once  you  recognize 
that,  it  becomes  much  easier  to  deal  with  the  nice  white  collar 
term,  fraud. 

In  about  30  months  of  checking  theft,  or  stealing  from  the  food 
stamp  program  in  Duval,  Nassau,  and  Clay  Counties,  Fla.,  we  have 


1  See  p.  435  for  the  prepared  statement  of  Mr.  Atwater. 
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prosecuted  someone  representing  every  group  that  touches  upon 
the  food  stamp  program. 

We  have  prosecuted  the  food  stamp  workers  in  the  office  for 
certifying  false  cases,  including  certifying  cases  for  themselves,  for 
aiding  recipients  in  fraudulently  applying  for  food  stamps,  for 
stealing  food  stamps,  for  stealing  money,  for  using  the  computer  to 
steal  food  stamps,  and  for  false  cases  in  their  own  name. 

We  have  prosecuted  legitimate  recipients  for  giving  false  income 
information,  false  household  composition,  hiding  assets,  and  false 
reports  of  thefts  in  the  mails. 

We  have  prosecuted  U.S.  postal  employees  for  stealing  in  the 
mails,  and  we  have  prosecuted  the  average  person  on  the  street  for 
stealing  food  stamps  out  of  the  mail. 

A  lot  of  statements  have  been  made  here  today  about  what  a 
wonderful  thing  mail  issuance  of  food  stamps  is. 

It  may  be  a  wonderful  thing  in  rural  areas,  but  in  Duval  County 
last  year  $192,000  worth  of  food  stamps  were  mailed  and  never 
received,  or  at  least  they  have  been  claimed  to  have  been  lost. 

That  was  a  replacement  benefit  in  one  county  of  $192,000  direct- 
ly attributable  to  mail  issuance.  When  we  were  first  told  of  this,  it 
shocked  us,  and  we  entered  into  an  investigation  of  the  mail  issu- 
ance program. 

We  then  prosecuted  workers  in  the  office  for  stealing  them 
before  they  ever  got  in  the  mailbag.  Wells  Fargo  employees  for 
stealing  them  out  of  the  mailbag  between  the  office  and  the  mail 
office  and  mailing  employees  for  stealing  them  inside  the  mail- 
room,  and  then  we  prosecuted  mail  employees  for  stealing  them 
out  of  the  mail  on  their  routes,  and  finally  prosecuted  people  who 
followed  the  mailman  around  from  mailbox  to  mailbox,  and  stole 
about  $16,000  worth  in  about  an  hour  and  a  half.  So  I  think  mail 
issuance,  at  least  in  Duval  County,  and  probably  in  any  urban 
area,  is  just  a  touch  of  insanity. 

We  have  worked  about  30  months  now  looking  at  various  forms 
of  food  stamp  fraud.  Most  of  the  people  who  do  police  work,  or 
prosecuting  work,  are  always  most  concerned  with  trafficking  in 
food  stamps. 

Mr.  Davis  and  I  have  philosophical  differences  in  that  area, 
because  I  see  trafficking  in  food  stamps  as  a  symptom  and  not  as  a 
problem.  It  is  symptomatic  of  the  issuance  of  too  many  dollars  in 
food  stamps  to  people  who  do  not  need  those  dollars  in  food  stamps. 

If  you  need  $400  in  food  stamps  to  feed  yourself  and  your  family, 
you  will  not  take  them  to  the  dog  track  and  sell  them  for  50  cents 
on  the  dollar  and  use  the  proceeds  to  bet  on  the  dogs. 

In  January  of  this  year  we  arrested  eight  people  for  doing  that  in 
Duval  County  Raceway.  I  think  that  is  evidence  in  and  of  itself  of 
an  overissuance,  of  a  level  of  fraud  in  the  program  which  is  totally 
unacceptable.  Earlier  today  I  heard  people  talk  about  preserving 
dignity  and,  therefore,  we  cannot  look  into  the  food  stamp  funds. 

Lady  and  gentlemen,  we  are  talking  about  crime,  and  the  first 
thing  you  do  when  your  car  is  broken  into  is  call  the  police. 

The  first  thing  you  do  when  your  house  is  burglarized  is  call  the 
police,  but  the  last  thing  you  do  when  they  steal  $192,000  in  food 
stamps  out  of  the  mail  is  call  the  police,  and  that  is  what  you 
should  do. 
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You  should  recognize  that  it  is  a  crime,  and  you  should  get  the 
people  who  are  experts  in  catching  criminals  into  the  process,  and 
to  do  that,  you  must  make  one  basic  change  in  the  food  stamp 
program,  and  that  basic  change  is  very  simple,  it  does  not  cost 
anything,  it  will  be  most  cost  effective.  That  is  to  write  on  the  front 
page  of  each  applicant's  application  for  food  stamps,  the  simple  fact 
of  life,  that  just  like  a  credit  application,  an  application  for  food 
stamps  will  be  checked  in  every  material  aspect,  and  the  facts 
given  will  be  verified  by  a  third  party  in  every  single  instance. 

Gentlemen,  I  have  seen  in  the  last  30  months  a  Federal  program 
which  is  the  most  open  barrel  of  money  I  have  ever  seen. 

We  started  on  what  should  have  been  a  4-month  investigation  of 
programs,  now  stretched  to  30  months.  We  get  more  effective  every 
month,  and  all  that  does  is  teach  us,  and  we  begin  to  realize  that 
we  are  fighting  a  losing  battle. 

We  can  never  stop  it,  as  long  as  the  regulations  passed  by  the 
U.S.  Department  of  Agriculture  tell  the  food  stamp  recipient,  that 
if  he  lies,  lies  well,  and  lies  consistently,  no  one  will  be  allowed  to 
check  to  find  out  if  he  is  lying,  and  that  is  what  the  food  stamp 
regulations  tell  us  today.  At  least  that  is  what  the  Fifth  Circuit 
Court  of  Appeals  tells  us,  they  say. 

Now,  other  people  have  said  they  would  like  to  try  some  things. 
Just  prior  to  getting  sued  for  $5  or  $6  million,  we  tried  some  of 
those  things.  We  went  to  the  Nassau  County,  Fla.  area,  and  we 
picked  out  325  food  stamp  case  files  out  of  approximately  1,075  case 
files. 

We  took  the  321  case  files,  and  we  took  out  the  material  informa- 
tion in  those  case  files,  meaning  only  that  information  which  di- 
rectly applied  on  the  benefit  to  be  received  by  the  applicant.  We 
gave  that  information,  believe  it  or  not,  to  the  police,  because  we 
suspected  there  was  theft  in  the  program. 

The  police  investigated  those  on  a  very  calm  and  cautious  basis 
over  a  period  of  about  30  days.  As  a  result  of  that  investigation,  we 
prosecuted  84  of  321  cases  for  absolute  fraud.  We  found  that  a  little 
bit  more  than  40  percent  of  the  cases  had  fraud,  but  that  some  of  it 
was  probably  the  result  of  people  working  in  the  food  stamp  office 
incapable  of  determining  what  a  particular  regulation  meant,  and 
giving  contrary  and  counter  ideas  to  the  people  who  were  receiving 
food  stamps. 

Very  simply  put,  you  tell  these  people  that  from  now  on,  every 
time  you  come  for  your  food  stamps,  we  are  going  to  check  what 
you  tell  us. 

In  the  first  instance,  I  think  you  will  save  about  half  the  fraud  in 
the  program.  The  reason  for  that  is  very  simple.  In  talking  to  a 
little  over  300  people  that  we  have  prosecuted,  and  I  have  personal- 
ly talked  to  250  of  them,  and  I  have  personally  helped  them  write 
their  confessions  in  about  225  of  those  instances,  so  I  can  say  I 
directly  have  contacted  people  I  am  talking  about,  the  major 
reason  those  people  got  involved  with  food  stamp  fraud  in  the  first 
place  was  because  they  knew  it  was  the  easiest  way  in  the  world  to 
steal  money.  They  knew  that,  one,  the  chance  that  anybody  will 
ever  catch  me  is  very  small.  Two,  that  if  somebody  does  catch  me, 
they  probably  will  not  prosecute  me,  and  then  they  were  absolutely 
certain  that  if  they  were  prosecuted,  they  would  not  be  punished. 
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In  our  circuit,  as  much  as  we  work  on  it,  as  much  as  we  try  to 
get  a  better  disposition,  the  typical  person  gets  to  make  restitution. 
And  lady  and  gentlemen,  let  me  tell  you,  if  restitution  is  a  criminal 
penalty,  then  I  am  a  criminal  and  my  mortgage  broker  is  making 
me  a  criminal  every  month,  because  I  keep  restituting  him  for  the 
money  he  gave  me  to  buy  my  house,  and  I  have  to  pay  the  interest, 
while  the  food  stampers  are  not  paying  the  interest;  they  are  only 
paying  back  the  benefit  that  was  stolen. 

I  think  that  you  have  a  Federal  program  here,  which  from  the 
numbers  that  we  have  seen,  and  the  counties  that  we  did  these 
direct  checks  in,  you  can  make  the  cuts  that  you  are  talking  about 
making,  if  you  will  stop  the  fraud  in  the  program,  or  allow  us  to, 
that  is  all  we  are  really  asking,  if  you  will  allow  us  to,  then  you 
will  not  have  anybody  going  hungry,  because  I  think  we  have 
shown  24-percent  prosecutable  fraud  in  our  area,  a  total  of  40- 
percent  fraud,  24  percent  of  which  was  prosecutable.  I  think  that 
Jacksonville  is  no  worse  than  anywhere  else,  Clay  County  and 
Nassau  are  very  rural  counties,  and  both  of  them  were  running  in 
that  same  line. 

I  think  you  would  find  there  are  a  lot  worse  places  in  some  of  the 
other  areas,  but  we  are  talking  about  one  judicial  circuit,  in  one 
area  of  Florida,  where  we  have  the  very  rural  Nassau  County,  to 
the  moderately  urbanized  Clay  County,  to  Duval  County  with 
700,000  people  in  the  county  and  a  city  of  over  600,000,  all  being 
worked  at  the  same  time,  so  you  cannot  say  it  is  different  in  the 
rural  areas,  it  is  different  in  the  urban  areas.  We  have  seen  them 
all,  it  works  across  the  board  in  our  circuit,  and  we  do  not  like  to 
think  that  Duval  and  our  circuit  is  any  more  criminally  oriented 
than  any  other. 

Gentlemen,  I  do  not  want  to  take  up  any  more  of  your  time.  All  I 
want  to  emphasize  is  if  you  will  tell  the  person  who  walks  in  and 
applies  for  food  stamps,  that  you  are  going  to  check  what  they  tell 
you  and  find  out  whether  it  is  true  or  not,  about  half  of  your 
problems  will  go  away,  because  those  people  who  thought  they 
could  get  away  with  it  so  easily,  will  not  risk  the  problem.  If  you 
will  check  the  other  50  percent,  you  will  catch  them,  because 
although  they  have  learned  to  lie,  they  have  not  learned  to  lie  very 
well,  and  it  is  still  not  too  late  to  stop  them. 

Senator  Hawkins.  If  you  could  effect  only  one  change  in  the  food 
stamp  program  to  combat  fraud,  what  would  your  recommendation 
be? 

Mr.  Atwater.  Well,  I  would  recommend  the  first  thing  that  you 
do,  and  the  most  important  if  only  one  could  be  had,  would  be  to 
open  the  file,  as  I  have  just  said,  but  open  it  to  local  law  enforce- 
ment for  purposes  of  enforcing  the  Food  Stamp  Act. 

You  are  never  going  to  threaten  someone  who  is  willing  to  steal 
from  the  food  stamp  program  by  telling  them  that  Washington  is 
going  to  check  your  application,  but  if  you  tell  a  person  who  lives 
six  doors  down  from  a  Clay  County  sheriffs  deputy,  that  the  Clay 
County  sheriffs  office  is  going  to  be  investigating  food  stamp  fraud, 
they  can  relate  to  that  deputy  six  houses  down  from  their  house, 
and  that  will  be  the  opening  door  to  stop  your  problem  with  the 
food  stamp  program. 
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Senator  Hawkins.  Do  you  believe  that  the  local  law  enforcement 
officials  would  really  actively  participate  in  enforcement  against 
fraud? 

Mr.  Atwater.  With  our  program,  it  was  directly  aimed  at  local 
enforcement  activities. 

We  went  into  Fernandina  Beach  Police  Department,  which  has 
26  sworn  officers,  the  Nassau  County  Sheriffs  Office,  which  has  18 
sworn  officers,  the  Green  Coves  Springs  Police  Department,  which 
has  11  sworn  officers,  the  Callahan  Police  Department,  with  two 
sworn  officers,  and  the  Jacksonville  Sheriffs  Office  with  a  thou- 
sand sworn  officers,  and  every  one  of  them,  not  only  was  willing, 
but  was  anxious  to  get  involved  in  trying  to  stop  something  that 
they  have  seen  growing  out  of  sorts. 

They  are  people  just  like  everybody  else,  and  they  are  tired  of 
seeing  this  program  ripped  off,  and  they  are  willing  and  ready  to 
do  something  about  it. 

Senator  Hawkins.  Thank  you,  Mr.  Chairman. 

Senator  Hayakawa.  Mr.  Atwater,  congratulations  on  your  vivid, 
eloquent,  and  forceful  presentation. 

Mr.  Atwater.  Thank  you,  sir. 

Senator  Hayakawa.  Anyway  I  have  just  asked  Senator  Hawkins 
if  I  may  join  her  in  introducing  corrective  legislation  to  give  you 
the  kind  of  authority  you  need,  and  I  really  have  no  questions  to 
ask  you,  you  have  answered  them  all. 

Mr.  Atwater.  Thank  you,  sir,  and  I  hope  that  piece  of  legislation 


Senator  Hawkins.  Thank  you.  We  need  all  of  the  help  we  can 
get.  We  appreciate  that. 

Senator  Hayakawa.  We  may  call  you  back  here  to  testify. 

Senator  Dole.  How  do  you  finance  your  program? 

Mr.  Atwater.  Initially,  Senator  Dole,  we  started  off 

You  were  right.  We  sell  food  stamps,  50  cents  on  the  dollar. 
[Laughter.] 

That  is  what  they  go  for  in  Duval. 

No,  sir.  Initially  we  started  off  the  program  in  cooperation  with 
the  auditor  general,  and  our  prosecuting  office  footed  that  bill 
entirely. 

At  first  the  prosecution  cost  about  $50,000,  the  prosecution  of  the 
investigation  of  the  entire  program. 

Since  that  time  the  USDA  has  now  a  matching  fund  formula  for 
prosecutors,  and  they  do  not  pay  us  for  doing  the  investigations, 
but  they  pay  us  for  the  cases  we  prosecute. 

They  pay  us  75  percent  of  the  cost  of  the  prosecution. 

Senator  Dole.  The  USDA? 

Mr.  Atwater.  Yes,  sir. 

Senator  Dole.  How  many  do  you  have  on  your  staff? 

Mr.  Atwater.  Well,  I  worked  on  this  food  stamp  program  about 
half  the  time. 

I  have  two  investigators  who  work  about  half  the  time  and  one 
secretary  who  works  about  half  the  time  on  this  program. 

If  those  people,  and  each  of  us  went  to  full  time,  we  have  done 
some  careful  projection  on  that,  without  the  stop  and  startup  time, 
we  would  have  been  able  to  have  filed  about  800  cases  in  the  period 
we  filed  about  300. 
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Senator  Dole.  You  indicated  you  prosecuted  300  and  so? 

Mr.  Atwater.  We  actually  prosecuted  over  700  during  that 
period  of  time.  We  made  the  cases  on  300  of  them. 

Senator  Dole.  I  do  not  want  you  to  go  through  all  of  the  700 
cases,  but  what  generally  was  the  disposition  after  trial? 

Mr.  Atwater.  Well,  nobody  ever  went  to  trial.  That  is  another 
misconception  about  prosecuting  food  stamp  cases. 

Senator  Dole.  But  they  all  made  restitution? 

Mr.  Atwater.  They  all  pled  guilty,  98  percent  pled  guilty  to  the 
charge,  as  charged. 

I  would  say  substantially  all  made  restitution.  I  would  say  that 
less  than  10  percent  went  to  jail,  but  I  would  say  we  were  probably 
high  on  the  jail,  because  we  had  a  couple  of  judges  on  our  bench 
down  there  who  were  very  much  in  tune  to  what  we  had  been 
doing. 

There  were  significant  court  costs  and  fines,  and  this  was  in 
probably  40  percent,  including  the  10  percent  who  went  to  jail. 

Senator  Dole.  But  did  that  activity  reduce  the  temptation  to 
practice  fraud  by  others? 

Mr.  Atwater.  Senator  Dole,  I  do  not  want  to  go  into  it,  but  on 
page  15(a)  of  my  written  testimony,  there  is  a  whole  series  of 
numbers  there  which  were  not  related  to  that  particular  question, 
but  I  can  do  that  for  you  very  briefly,  to  show  you  the  effects  that 
it  had. 

This  is  the  Nassau  County  food  stamps  statistics.  In  February 
there  were  1,075  household  open  cases  on  the  food  stamp  program. 
We  began  our  investigation  late  in  February.  It  was  a  false  start.  I 
got  called  away  to  do  something  else  in  another  circuit,  and  we  did 
not  go  on  with  it  at  that  point,  but  the  police  were  in  the  street  in 
late  February  and  early  March. 

They  were  there  all  the  way  through  March  and  April. 

The  house  count  dropped  from  1,075  to  1,043  without  anything 
except  the  police  asking  questions,  and  the  benefit  from  $109,000  to 
$99,000,  in  other  words,  about  a  9-percent  drop  in  the  benefit  just 
because  the  police  went  to  the  street. 

When  we  came  back  and  went  to  the  street  and  prosecuted  the 
number  of  houses  dropped  to  a  low  of  995  and  the  benefit  dropped 
to  a  low  of  $93,417. 

As  soon  as  they  were  aware;  what  was  the  most  important  thing 
about  that  is  that  as  soon  as  those  people  were  aware  that  we  were 
checking  at  all,  there  were  voluntary  retirements  from  the  pro- 
gram. The  number  of  phone  calls  changing  vital  data  went  up  from 
2  or  3  a  week  to  5  or  6  a  day,  as  soon  as  they  knew  we  were 
checking,  and  that  is  why  I  say  if  you  will  go  ahead  and  tell  them 
you  are  going  to  do  that,  you  are  going  to  save  yourselves  a  lot  of 
money. 

Senator  Dole.  Finally,  is  your  effort  supported  by  the  truly 
needy  people  who  understand  what  others  may  be  doing  to  the 
program? 

Mr.  Atwater.  The  most  interesting  thing  that  happened  in  all  of 
this,  we  investigated  a  lot  of  truly  needy  people,  a  lot  of  people  who 
needed  every  dollar  they  could  get  on  those  food  stamps. 

Practically  every  person  we  investigated  at  one  point  or  another, 
I  talked  to  them  during  the  early  stage  of  the  investigation,  about 
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the  first  150  of  them,  I  talked  to  them,  their  interest  was  but  one 
thing,  did  you  check  Joe  who  lives  down  the  street,  because  I  know 
he  is  getting  more  food  stamps  than  he  deserves,  because  he  is 
working,  and  I  know  they  are  not  reporting  that.  These  are  the 
people  that  deserve  the  food  stamps,  and  they  become  your  best 
ally  in  the  street  when  you  make  an  investigation,  because  they 
know  who  is  getting  hurt,  and  it  is  them  that  are  getting  hurt 

There  has  been  a  lot  of  talk  about  dignity,  and  I  heard  that  talk, 
but  when  the  people  on  the  streets  of  Jacksonville,  Fla.,  believe  in 
their  heart  of  hearts,  that  everybody  who  gets  food  stamps  is  a 
crook,  then  there  is  not  any  dignity  in  the  program,  and  until  you 
make  it  that  those  people  on  the  streets  of  Duval  County  believe 
most  people  who  get  food  stamps  do  need  them,  there  will  not  be 
any  dignity  in  the  program,  and  I  do  not  think  that  anybody  who 
needs  food  stamps  will  have  a  major  objection  to  my  checking  to 
make  sure. 

Senator  Dole.  Thank  you. 

The  Chairman.  I  want  to  commend  you,  sir.  It  took  a  good  deal 
of  effort  and  courage  to  come  out.  Some  of  us  have  taken  a  good 
deal  of  heat  because  you  had  suggested  that  the  program  ought  to 
be  rid  of  fraud  and  abuse,  but  in  my  own  State  I  think  I  am  correct 
in  saying,  it  is  every  one  of  the  big  city  newspapers  takes  the 
position  there  is  no  fraud,  you  are  making  a  mountain  out  of  a 
molehill,  you  are  hardhearted,  and  you  want  to  ruin  the  dignity  of 
these  people,  and  that  is  not  it  at  all,  is  it? 

Mr.  Atwater.  No,  sir,  it  is  not  at  all. 

The  Chairman.  How  well  publicized  is  your  effort? 

Mr.  Atwater.  Well,  I  think  about  the  only  people  who  knew 
about  it  other  than  Senator  Hawkins  and  a  few  of  the  State  gov- 
ernment people,  and  I  want  to  make  this  point,  the  Office  of  the 
Inspector  General,  the  USDA,  has  been  fully  apprised  of  our  ac- 
tions throughout  this  program,  and  they  have  been  aware  of  it,  and 
I  know  they  have  made  it  known  among  their  various  agencies, 
their  various  OIG  offices,  but  beyond  that,  I  do  not  think  there  has 
been  anything  outside  of  Florida. 

The  Chairman.  Is  this  by  your  wish? 

Mr.  Atwater.  No,  sir. 

The  Chairman.  Let  me  put  it  another  way.  Are  the  media  ignor- 
ing what  you  are  doing? 

Mr.  Atwater.  Not  the  local  media.  I  do  not  want  to  give  you 
that  impression.  The  Duval  County  media,  they  are  continually 
supporting  us. 

When  we  first  started  this,  our  first  look  at  it  was,  well,  we  will 

Jo  out  and  we  will  find  25,  30  people.  When  we  had  been  out  there 
or  5  days,  and  we  did  that,  we  decided  we  would  wait  until  we 
moved  on,  so  what  we  did,  we  waited  until  we  had  about  the  first 
100  people  ready  to  be  arrested,  and  that  took  about  90  days. 

When  we  made  that  arrest,  for  about  2  weeks  that  is  all  the 
newspapers  wrote  about. 

They  could  not  believe  that  we  found  a  hundred  people,  and  then 
as  we  went  on,  we  kept  bringing  them  in,  and  we  never  brought 
them  in  in  less  than  twenty-fives  and  fifties  to  roll  it  on  through. 

The  newspaper,  the  television,  I  used  to  get  calls  from  television 
stations,  we  would  have  a  news  conference  and  announce  25  or  50 
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arrests,  and  we  would  never  bother  to  call  television  stations,  and  I 
would  get  calls,  mad,  because  they  were  not  called. 

I  do  not  think  the  local  media  has  had  any  backing  off  of  this.  As 
a  matter  of  fact  they  have  been  very  supportive.  The  two  Jackson- 
ville papers  have  written  four  editorials  about  this  program  and  its 
effects,  and  the  Jacksonville  Journal  has  written  several  editorials 
in  addition. 

The  Chairman.  Supporting  you? 

Mr.  Atwater.  Supporting,  absolutely  supporting. 

The  Chairman.  I  wish  we  had  one  in  North  Carolina,  just  one. 

Senator  Hayakawa.  We  need  some  in  California. 

The  Chairman.  One  thing  is  that  you  will  never  hear  that  from 
NBC  calling  you  to  interview  you.  They  did  an  indepth  story,  you 
know  what  an  indepth  story  is?  That  is  from  the  point  of  the 
reporter.  They  would  say,  we  want  to  get  both  sides  of  the  food 
stamp  issue,  would  you  sit  down  with  us  for  about  20  or  30  min- 
utes, so  I  did. 

They  shot  for  20  or  30  minutes  of  videotape.  They  used  one  20- 
second  segment,  and  then  they  spent  the  rest  of  the  5  minutes  of 
that  indepth  thing  showing  a  little  lady  in  a  rocking  chair  in  an 
empty  room  and  said  Helms  will  cut  her  food  stamps,  and  then 
they  showed  a  nice  college  couple,  they  just  happened  to  be  a  son 
and  daughter,  both  of  them  in  position,  Helms  will  cut  off  their 
food  stamps. 

They  are  jolly  well  right.  I  think  the  parents  ought  to  support 
those,  but  if  NBC  calls  you  for  an  interview,  will  you  let  me  know? 

Mr.  Atwater.  Yes,  sir,  I  will. 

Can  I  have  your  home  phone  in  case  it  happens  at  night? 

The  Chairman.  Just  open  the  window  and  holler.  I  will  hear  you. 

Let  me  ask  you  seriously  about  repeat  offenders.  What  experi- 
ence have  you  had  with  that? 

Mr.  Atwater.  We  have  been  at  it  now  for,  like  I  say,  for  about 
30  months. 

We  did  one  turn  around,  took  the  first  batch  and  went  back  to 
that  same  group,  and  about  30  percent  were  back  again. 

They  were  not  in  exactly  the  same  mode,  for  instance  they  had 
been  people  who  had  previously  reported  no  income,  when  they 
had  income,  were  now  reporting  four  members  of  the  household 
when  there  were  three. 

They  changed  modes.  That  is  why  when  you  make  a  change,  you 
are  going  to  need  to  tell  them  you  are  going  to  check  it,  but  we  are 
periodically  going  to  review  it  too,  because  they  will  be  back. 

They  cannot  believe  you  caught  them.  That  is  the  only  thing, 
they  have  been  out  there  for  it  so  long,  they  cannot  believe  you 
caught  them,  and  they  do  not  believe  you  will  catch  them  again,  so 
once  you  open  that  door,  you  have  to  go  all  the  way. 

The  Chairman.  Thank  you,  again,  sir. 

Mr.  Atwater.  Thank  you. 

The  Chairman.  You  folks  go  ahead  and  let  me  start  with  this 
very  patient  kind  gentleman. 

Senator  Dole.  He  has  his  plane  ticket  in  his  hand. 

Senator  Hayakawa.  Mr.  Honberger  of  San  Diego,  Calif.,  Mr. 
Chairman,  will  read  the  testimony  of  Jim  Bates,  who  is  unfortu- 
nately not  able  to  be  with  us  today. 


Digitized  by 


Google 


I  -m<vori*i  like  v>  poult  out  as  a  member  of  die  Conns?  Board  of 
%*>V*rrrjr>n  m  3an  ftejgk  Jim  Beces  is  directly  iireataed  ta  die 
impUmwmtatiaa  and  adminierrarkm  of  tfae  warkfare  ptiat  project  in 
my  State 

Thin  testimony  »  of  particaiar  importance,  became  she  Son 
fKe#>  pifoC  project  has  clearly  afaown  tise  merits  of  the  wurkfare 
benefit  ww^pt,  aside  from  decreasng  the  number  of  food  scamp 
partkipanta,  the  workfare  program  has  several  Boomaaetarj  bene- 
fits, moat  important  is  this  program  atrarire  the  fwy  root  of  our 
welfare  problem  by  alleviating  the  need  for  assistance  through  die 
prfrrimtm  rA  employment  opportunities  and  assistance  and  increas- 
ing people's  setf-reliance  ajit  pride  because  they  are  off  the  food 
stamp  program 

The  VMMtcHh*.  We  welcome  you,  sir. 

*T>l'mfKWT  W  ROGER  HOVBERGER,  ON  BEHALF  OF  JIM 
ftATKft,  WrPERVfftOR,  COOTY  OF  SAN  DIEGO.  SAN  DIEGO, 
i,MAf. 

Mr,  Ho**£*cra,  Thank  you  very  much.  Mr.  Bates,  supervisor 
tvftu  the  County  of  San  Diego,  regrets  that  be  could  not  come  back* 
and  in  the  interest  of  saving  time  I  will  not  read  his  testimony,  but 
will  submit  it  for  the  record.  If  you  will  allow  me,  I  would  like  to 
highlight  points  which  Mr  Bates  feels  are  important1 

The  Chairman.  Thank  you. 

Mr.  HwnKmm.  Thank  you  verv  much. 

Ban  Diego  is  the  largest  of  the  14  project  sites  for  the  food  stamp 
workfare  program.  Since  1977,  San  Diego  County  has  included 
workfare  in  its  general  assistance  program,  so  it  is  not  a  new 
concept  for  our  area. 

On  November  4,  1980,  there  was  a  referendum  dealing  with 
work  fare,  known  as  ballot  proposition  C,  and  I  would  like  to  read 
what  that  language  was. 

It  said:  "Should  the  County  of  San  Diego,  where  legally  possible, 
deny  welfare  benefits  to  able-bodied  recipients  who  refuse  to  per- 
form work  In  return  for  welfare  benefits?"  The  voters  voted  89 
percent  in  favor  of  that  proposition,  in  fact  it  was  89.9  percent,  so 
our  board  feels  they  have  a  mandate  from  the  people  to  continue 
on  with  our  present  workfare  program. 

We  are  in  the  second  year  of  that  program,  by  the  way.  As  you 
heard  earlier,  there  is  some  criticism  as  to  the  high  local  costs  for 
the  program,  and  they  are  high.  We  have  used  county  general 
flands  to  support  the  program.  Next  fiscal  year  we  are  facing  some- 
thing like  a  $50  million  downfall  in  our  budget,  so  we  are  not  a 
wealthy  countv.  Administrative  costs  of  $355,000  are  important  to 
us.  but  I  would  like  to  point  out  that  the  high  costs  came  about 
principally  because  this  is  a  demonstration  program.  It  was  not 
even  operated  countywide  during  the  first  year. 

We  must  have  additional  staff  to  compile  and  monitor  data,  and 
do  research.  There  is  also  a  question  of  scale  as  well,  because,  as  I 
said,  it  was  not  operated  countywide. 

We  feel  that  these  costs  can  be  brought  down  significantly,  and 
in  fact,  maybe  even  make  the  program  cost  effective,  providing 
there  are  certain  legislative  changes.  Mr.  Bates  asked  me  to  call 


'  See  p  441  for  the  prepared  statement  of  Mr.  Bates. 
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your  attention  to  four  legislative  changes  which  are  amendments 
he  proposes. 

The  first  one  deals  with  Federal  funding,  and  that  goes  right  to 
the  heart  of  the  administrative  costs.  We  would  ask  for  legislation 
to  provide  100  percent  Federal  share  for  administrative  costs. 

The  financial  benefit  of  people  dropping  off  the  food  stamps  rolls, 
who  do  not  want  to  work,  is  entirely  a  Federal  benefit. 

The  second  proposal  deals  with  the  job  search  period,  and  I 
would  like  to  read  the  proposal. 

Workfare  participants  are  now  provided  with  a  30-day  period  to  find  employment 
before  any  workfare  obligation  is  imposed.  San  Diego  County's  first  year's  experi- 
ence indicates  that  the  30-day  job  search  period  is  too  long  and  precludes  many  food 
stamp  recipients  from  demonstrating  their  willingness  to  work  for  their  food 
stamps.  It  also  increases  the  time  required  to  move  participants  through  the  steps 
that  lead  participants  to  work. 

I  therefore  recommend  that  your  Committee  incorporate  into  subsequent  legisla- 
tion my  proposal  to  eliminate  the  30-day  job  search  period  and  require  food  stamp 
recipients  to  participate  in  a  work  test  prior  to  receiving  food  stamp  benefits. 

The  third  proposal  deals  with  sanctions,  and  this  one  reads: 

To  provide  for  a  stronger  penalty  for  failure  to  comply  with  the  workfare  require- 
ments. I  urge  you  to  extend  the  length  of  the  penalty  period  and  to  apply  the 
penalty  to  the  entire  food  stamp  household,  rather  than  just  to  the  individual. 

The  fourth  and  last  proposal  deals  with  exemptions,  and  I  must 
point  out  that  exemptions  during  our  first  year  of  operation,  that 
over  95  percent  of  our  food  stamp  population  in  the  pilot  project 
area  was  exempt.  We  feel  there  are  too  many  exemptions  and 
propose  that  a  legislative  amendment  be  enacted  which  would 
accomplish  the  following: 

To  revise  current  work  registration  requirements  so  that  all  able-bodied  food 
stamp  recipients  are  required  to  seek  work  and  participate  in  workfare.  I  propose 
that  the  only  recipients  that  should  be  excluded  from  this  requirement  are  children, 
the  elderly,  the  disabled  and  pregnant  women. 

We  feel  that  these  four  legislative  amendments  would  make  the 
program  cost  effective.  The  County  of  San  Diego  Board  of  Supervi- 
sors voted  5  to  0  to  support  the  concept  of  having  workfare  applied 
nationally.  Those  are  the  highlights  I  wanted  to  bring  to  your 
attention,  and  I  very  much  appreciate  the  opportunity  to  present 
Mr.  Bates'  testimony. 

Senator  Hayakawa.  Thank  you  very  much. 

Have  you  any  projection  on  what  this  would  cost  nationwide? 

Mr.  Honberger.  No,  I  do  not.  I  am  sure  the  USDA  would  have. 

The  Chairman.  $300  million. 

Senator  Hayakawa.  It  is  money  we  get  back? 

Mr.  Honberger.  That  is  correct. 

Senator  Hayakawa.  We  have  to  go  vote  in  about  5  minutes. 

I  do  have  a  couple  of  questions  about  your  third  suggestion,  to 
provide  a  stronger  penalty  for  failure  to  comply  to  workfare  re- 
quirements, I  urge  you  to  extend  the  length  of  the  penalty  period 
and  to  apply  the  penalty  to  the  entire  food  stamp  household,  rather 
than  just  to  the  individual. 

Will  you  please  explain  that  a  bit? 

The  penalty  is  not  getting  food  stamps  at  all? 

Mr.  Honberger.  That  is  correct,  and  it  has  been  suggested  that 
this  would  penalize  children. 
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I  would  say  quite  the  opposite,  that  in  fact  when  a  parent  refuses 
to  work  for  food  stamp  benefits,  they  are  penalizing  their  own 
children,  and  to  extend  that  requirement  are  applied  to  the  full 
family,  that  you  are  taking  up  the  children's  cause. 

Senator  KUyakawa.  And  you  limit  the  job  search  period  to  30 
days. 

How  does  that  proposal  work? 

Mr.  Honberger.  You  have  to  take  the  30-day  period,  in  San 
Diego  it  is  10  days  because  of  the  way  the  legislation  was  written, 
to  seek  a  job  prior  to  being  put  into  the  workfare  program. 

In  other  words,  to  receive  food  stamps,  we  would  say  let  us  go 
right  to  the  workfare  program  itself,  rather  than  having  a  30-day 
delay. 

Senator  Hayakawa.  I  think  I  have  no  other  questions,  but  in 
your  experience  so  far,  the  expenditures  are  charged  not  to  the 
county  itself. 

Mr.  Honberger.  Presently  administrative  costs  are  shared  50 
percent  Federal  and  50  percent  county. 

Senator  Hayakawa.  And  are  you  coming  out  ahead  on  this? 

Mr.  Honberger.  No;  presently  we  are  losing. 

Senator  Hayakawa.  So  that  is  why  it  would  be  important  to 
have  the  Federal  Government  fund  the  whole  thing,  because  you 
are  going  to  get  that  money  back  and  more? 

Mr.  Honberger.  That  is  correct. 

Senator  Hayakawa.  That  is  your  projection? 

Mr.  Honberger.  That  is  what  we  think  would  happen. 

Senator  Hayakawa.  Thank  you  very  much. 

The  Chairman.  The  committee  will  stand  in  recess  until  we  get 
back  from  voting. 

Thank  you  very  much. 

Mr.  Honberger.  Thank  you. 

[Whereupon,  the  committee  recessed.] 

AFTER  RECESS 

The  Chairman.  The  committee  will  please  come  to  order. 
I  am  very  apologetic  to  all  of  you  who  have  been  waiting  so 
patiently  and  grateful  to  you. 
We  will  resume  the  hearing. 
We  will  now  hear  from  Holly  Browne  of  Riverside,  Conn. 

STATEMENT  OF  HOLLY  BROWNE,  RIVERSIDE,  CONN. 

Ms.  Browne.  Good  afternoon.  I  appreciate  the  opportunity  to 
appear  before  the  Senate  Subcommittee  on  Nutrition.  My  name  is 
Holly  (June  S.)  Browne  and  I  am  a  Riverside,  Conn.,  housewife 
with  3  children,  4  stepchildren  and  10  grandchildren.1 

In  1959,  divorced  with  three  children,  I  became  one  of  the  first  of 
a  growing  band  of  women  returning  to  college.  With  a  grand  total 
of  $3,000  in  savings,  less  than  $200  a  month  in  child  support  and 
$50  a  month  from  my  parents,  I  certainly  fell  into  the  category  of, 
if  not  the  poor,  then  the  poor  plus  one. 

When  my  savings  ran  out  I  applied  for  and  received  commodities. 
The  commodity  program  provided  me  with — as  I  remember — corn- 


1  See  p.  443  for  additional  material  furnished  by  Ms.  Browne. 
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meal,  various  dried  beans,  powdered  milk,  powdered  eggs,  rice, 
lard,  flour,  tinned  meats,  American  cheese,  oatmeal  and,  I  think, 
raisins.  Being  a  cook  who  spent  her  married  years  in  a  still  ra- 
tioned Europe,  I  was  able  to  feed  my  family  on  these  commodities. 
I  must  admit  that  people  were  horrified  by  the  fact  that  my  kids 
ate  ice  cream  made  from  powdered  milk  and  eggs,  and  cookies 
made  from  oatmeal,  powdered  milk  and  eggs,  lard  and  raisins  for 
breakfast.  However,  I  felt  this  food  was  more  nutritious  than  the 
dry  cereal,  mostly  sugar,  they  were  serving  their  kids.  And  my 
children  loved  breakfast. 

I  consider  the  few  years  I  spent  on  the  commodities  program  an 
advantage.  I  learned  a  great  deal  about  nutrition  and  cheap  cook- 
ing. This  knowledge  has  been  passed  on  to  my  children  and  step- 
children. 

I  totally  support  President  Reagan's  program  of  budget  cuts.  This 
country  has  had  enough  of  big  government,  bureauacracy  and  the 
rape  of  the  middleclass. 

However,  the  Federal  Government  has  spent  years  convincing 
the  poor  that  "Big  Daddy  in  Washington"  would  take  care  of  them. 
"Big  Daddy"  cannot  cut  these  people  off  without  offering  them  an 
alternative.  There  are  people  who  are  selling  their  food  stamps  to 
buy  booze,  drugs  and  other  nonfood  items.  There  are  also  needy 
people  who  must  be  helped.  Unless  we  help  the  really  needy,  we 
may  very  well  have  food  riots. 

I  have  been  opposed  to  the  food  stamp  program  since  its  nation- 
wide inception  in  1974.  I  recognize  that  it  is  much  easier  for  the 
Government  to  send  stamps  to  those  who  apply  than  to  dispense 
commodities.  However,  food  stamps  are  the  same  as  money.  We  are 
not  giving  the  poor  food  stamps,  we  are  giving  them  money  that  is 
being  used  for  many  things  other  than  food. 

Under  the  food  stamp  program  we  are  raising  an  entire  genera- 
tion of  poor  people  who  don't  know  how  to  cook.  I  have  often  seen 
women  in  supermarket  checkout  lines  with  baskets  filled  with 
what  I  call  garbage  foods — easy  to  prepare,  nonnutritional  junk 
foods — being  paid  for  with  food  stamps — my  tax  money. 

I  have  no  objection  to  feeding  the  poor.  I  have  been  poor.  But  I 
do  believe  we  should  help  the  poor  by  supplying  them  food  and 
teaching  them  how  to  cook.  The  food  stamp  program  is  obviously 
riddled  with  the  opportunity  for  fraud.  In  1974,  the  Federal  Gov- 
ernment's cost  for  the  food  stamp  program  was  slightly  over  $2.8 
billion.  Now  I  know  things  have  not  been  easy  the  last  couple  of 
years,  but  the  1979  costs  were  over  $6.9  billion.  As  a  taxpayer,  I 
seriously  question  these  expenditures.  It  appears  more  oversight  is 
needed  into  many  Government  programs. 

The  commodity  program,  on  the  other  hand,  presents  little  op- 
portunity for  fraud,  as  it  distributes  actual  foodstuffs.  There  is  not 
much  you  can  do  with  food  except  cook  and  eat  it.  I  doubt  very 
much  that  those  who  do  not  want  or  need  food  would  bother  to  go 
get  it.  The  commodity  program  helps  the  farmers  whose  surplus 
products  Government  buys.  This  food  is  used  for  the  purpose  it  was 
raised  for  instead  of  rotting  in  warehouses. 

It  was  interesting  to  learn  that  the  commodity  program  is  still  in 
existence  and  currently  offers  a  far  greater  variety  of  foods  than 
when  I  took  advantage  of  it.  However,  it  was  horrifying  to  learn 
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that  it  is  mandated  by  law  not  to  interact  with  the  food  stamp 
program,  except  in  cases  of  special  diets.  This,  to  me,  seems  ridicu- 
lous. 

I  think  it  is  time  Congress  and  the  bureaucracy  learn  what  they 
try  to  teach  children  on  "Sesame  Street" — and  that  is  cooperation. 
Here  we  have  two  departments  within  the  USDA,  each  with  the 
alleged  purpose  of  feeding  the  poor,  and  by  law  they  cannot  inter- 
act. Is  this  the  kind  of  law  we  are  paying  for?  Is  there  any  wonder 
there  are  taxpayer  revolts  generating  in  this  country? 

With  two  separate  departments  of  USDA  involved  in  this  area, 
the  redundancy  in  staff  alone  must  be  staggering.  The  food  stamp 
department  has  gone  out  of  its  way  to  be  helpful,  however,  the 
commodities  department  has  been  singularly  unhelpful  in  supply- 
ing any  information  other  than  the  attached  list  of  available  foods. 
Therefore,  I  do  not  know  the  cost  of  reactivating  the  commodity 
program  for  individuals,  but  I  doubt  it  would  come  anywhere  near 
the  $6.9  billion  the  food  stamp  program  cost  in  1979. 

Again,  I  thank  you  for  the  opportunity  to  appear  here  today.  I 
am  not  representing  any  formal  organization  or  group.  I  like  to 
think  that,  as  a  private  concerned  citizen,  I  am  representing  the 
poor  middleclass,  that  has  to  pay  for  benefitting  some  of  the  poor — 
which  I  agree  with — but  cost  the  wealthy  little  or  nothing. 

I  believe  the  current  administration  is  trying  to  do  what  is  right 
for  everyone  and  I  support  that  objective.  However,  if  Congress  is 
not  ready  to  "bite  the  bullet"  and  make  America  once  again  the 
greatest  Nation  in  the  world  we  have  lost  everything  for  everyone. 

Thank  you. 

The  Chairman.  The  mayor  of  my  home  town  of  Raleigh,  he  told 
me  that  about  6  months  ago  Mary  Hopkins,  a  very  close  friend  of 
Roosevelt,  and  a  conservative,  at  least  in  his  perception,  but  he 
said  that  President  Roosevelt  at  the  time  that  he  inaugurated  the 
first  of  the  welfare  programs  said  that  welfare  must  never  be  put 
on  a  cash  basis,  otherwise,  and  he  was  quoting,  otherwise  it  would 
bankrupt  the  country,  and  he  was  talking  about  the  fraud  potential 
and  that  sort  of  thing. 

While  you  were  speaking,  I  was  thinking  of  that  citation,  and  I 
was  thinking  of  asking  the  Library  of  Congress  to  research  it  for 
me. 

What  we  have  today,  and  I  will  put  it  with  a  question  mark,  that 
what  we  have  here  is  a  second  currency. 

How  long  have  you  been  here  today? 

Ms.  Browne.  I  have  been  here  since  about  1:45. 

The  Chairman.  You  did  not  hear  the  testimony  this  morning? 

Ms.  Browne.  No,  I  wish  I  had. 

The  Chairman.  And  you  came  down  here  at  your  own  expense? 

Ms.  Browne.  Yes,  sir,  my  moped  money. 

The  Chairman.  As  one  Senator,  I  appreciate  that.  I  want  to  send 
your  statement  around  to  Senators. 

I  thank  you  very  much. 

I  have  no  questions  because  I  agree  with  you. 

Ms.  Browne.  Thank  you  very  much,  sir. 

The  Chairman.  We  now  have  Mr.  Eugene  Stockwell  of  the  Na- 
tional Council  of  Churches. 

We  welcome  you,  sir. 
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STATEMENT  OF  EUGENE  L.  STOCKWELL,  REPRESENTING  THE 
NATIONAL  COUNCIL  OF  THE  CHURCHES  OF  CHRIST  IN  THE 
UNITED  STATES  OF  AMERICA 

Mr.  Stockwell.  I  am  Eugene  L.  Stockwell,  Associate  General 
Secretary  for  Overseas  Ministries  of  the  National  Council  of  the 
Churches  of  Christ  in  the  United  States  of  America. 

Under  the  assumption  that  my  statement  will  be  put  in  the 
record,  I  will  summarize  it,  because  I  want  to  save  you  time.1 

I  come  here  representing  the  National  Council  of  Churches,  but  I 
would  also  like  to  speak,  sir,  as  a  former  Commissioner  of  the 
Presidential  Commission  on  World  Hunger,  to  which  I  was  appoint- 
ed in  1978  by  President  Carter,  and  which  presented  its  report  to 
the  President  just  about  1  year  ago  in  March  1980. 

Senator  Dole  and  Senator  Leahy  were  members  of  that  Commis- 
sion. 

On  many  issues,  which  we  touched  there  was  disagreement,  as 
the  Commission  was  made  up  of  bipartisan  membership,  but  on  one 
issue  there  seemed  to  be  unanimous  agreement,  namely,  and  I 
quote: 

Federal  feeding  programs  such  as  the  school  lunch,  women,  infants  and  children; 
and  food  stamp  programs  have  been  very  successful  in  addressing  the  problems  of 
hunger  and  malnutrition  in  the  United  States. 

The  administration  and  the  Congress  act  to  remove  the  expenditure  limit  on 
Federal  funding  for  food  stamps,  to  increase  resources  for  all  domestic  feeding 
programs  which  have  a  demonstrated  record  of  success,  and  to  improve  outreach 
efforts  and  certification  procedures  to  increase  participation  among  eligible  citizens, 
with  special  attention  to  utilizing  the  resources  of  local  private  voluntary  organiza- 
tions. 

Proposals  now  before  Congress  radically  to  reduce  the  food  stamp 
program  of  our  Nation  fly  in  the  face  of  these  sober  recommenda- 
tions. 

I  am  certain  that  none  of  my  fellow  Commissioners  would  gain- 
say the  right  of  a  new  administration  to  institute  a  wide  range  of 
new  and  different  policies  from  those  pursued  by  a  predecessor 
administration,  but  I  am  sure  that  it  is  also  clear  that  none  of  us 
who  served  on  the  Commission  could  rest  easy  with  any  change  in 
policy  direction  which  would  cause  physical  hunger  to  many  of  our 
poorest  fellow  citizens,  and  there  seems  to  be  little  question  that  a 
major  cutback  in  food  stamp  assistance  will  produce  exactly  that 
result. 

I  was  impressed  by  some  of  the  testimony  earlier  here  today,  and 
I  would  support  much  of  that  about  the  fraud  and  abuse,  and  we 
would  not  support  the  provision  of  stamps  to  receivers  who  are 
ineligible  by  law,  of  course,  but  if  there  is  a  very  substantial 
reduction,  it  appears  that  many,  even  millions  will  be  directly 
affected  by  loss  of  such  assistance. 

Indeed,  one  wonders  whether  hunger  might  not  return  to  our 
land. 

I  am  sure  none  of  us  want  that.  I  was  impressed  as  I  sat  here, 
waiting  to  testify  by  that  chart  about  the  rising  costs  of  food  stamp 
programs,  and  I  can  understand  the  concerns  of  the  committee  and 
the  administration  in  dealing  realistically  with  costs. 


1  See  p.  447  for  the  prepared  statement  of  Mr.  Stockwell. 
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To  me  that  chart  however  says  two  things,  on  the  one  hand  it  is 
a  sign  of  shame  that  in  our  Nation  so  many  persons  need  this  kind 
of  assistance. 

I  deeply  regret  that. 

On  the  other  hand,  it  may  be  a  sign  of  success,  that  we  have 
been  able  to  meet  the  needs  of  many,  even  though  we  have  not 
developed  the  national  economic  policy  yet  that  makes  such  assist- 
ance unnecessary. 

I  kind  of  wish  there  were  a  similar  chart  here  indicating  the 
large  number  of  healthy  people  who  have  been  fed  with  the  help  of 
food  stamps. 

This  chart  talks  of  dollars.  I  would  like  to  see  a  chart  that  talks 
also  more  clearly  of  people. 

What  is  at  stake  here,  Mr.  Chairman,  is  not  just  a  proposal  that 
attacks  the  poor  and  threatens  hunger  in  our  land. 

What  is  at  stake  is  our  commitment  as  a  nation  to  the  ideals  we 
proclaim  about  liberty  and  justice  for  all. 

A  philosophy  which  penalizes  the  poor  while  favoring  the 
wealthy  circumscribes  the  liberty  of  the  least  fortunate  of  our 
citizens  and  makes  a  mockery  of  the  justice  they  have  every  right 
to  expect. 

We  speak  these  days  of  spending  additional  billions  for  national 
security  and  defense,  yet  at  this  very  moment  we  face  the  immi- 
nent possibility  of  widespread  insecurity  for  our  own  people  here  at 
home. 

I  do  not  believe  talk  of  a  safety  net  will  provide  comfort  or  food 
for  those  who  in  reality  see  their  meager  dependence  on  food 
stamps  eroded  or  eliminated. 

As  a  member  of  the  Presidential  Commission  on  World  Hunger  I 
urge  you  to  stand  firmly  against  the  efforts  to  cut  the  food  stamp 
program.  We  need  to  build  on  our  successes,  not  demolish  them, 
and  there  is  no  doubt  that  the  food  stamp  program,  with  whatever 
imperfections  it  may  have,  is  demonstrably  a  successful  and  com- 
passionate national  effort  to  feed  the  neediest  of  our  people  and  to 
combat  malnutrition. 

As  a  representative  of  the  National  Council  of  the  Churches  of 
Christ  in  the  U.S.A.  I  urge  you  to  face  this  issue  not  only  in  terms 
of  economics  but  principally  in  terms  of  morality  and  justice. 

I  fear  that  if  we  lose  this  opportunity  to  help  our  neediest  citi- 
zens by  the  continuation,  indeed  expansion,  of  the  food  stamp 
program  we  will  be  claiming  for  ourselves  the  description  of  being 
an  immoral  minority  who  turn  a  deaf  ear  to  the  claims  of  millions 
of  needy  persons  in  our  land. 

Mr.  Chairman,  we  look  to  this  committee,  which  in  the  past  has 
taken  leadership  in  this  matter,  to  reassert  again  its  defense  of  the 
neediest  and  to  stand  against  an  unjustifiable  onslaught  on  the 
food  stamp  program  so  greatly  needed  by  our  Nation  today. 

I  thank  you  for  this  opportunity,  sir. 

The  Chairman.  I  thank  you  for  a  very  articulate  statement,  sir. 

Did  you  hear  the  testimony  of  Mr.  Roger  Honburger? 

No,  it  was  of  Mr.  Atwater. 

Mr.  Stockwell.  The  prosecutor  from  Florida? 

The  Chairman.  Yes. 

Mr.  Stockwell.  Yes,  sir,  I  did. 
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The  Chairman.  Do  you  find  very  much  you  disagree? 

Mr.  Stockwell.  No,  sir,  I  do  not  disagree  with  that.  It  seems  to 
me  I  would  support  every  effort  to  weed  out  fraud  in  every  way 
possible. 

I  have  no  disagreement  with  that. 

The  Chairman.  Now,  I  obviously  met  Mr.  Atwater  for  the  first 
time  when  he  sat  down,  but  I  would  be  willing  to  wager  that  his 
heart  is  just  as  big  in  terms  of  the  needy  as  those  who  may  take  a 
different  view  on  this,  I  would  not  question  that  for  a  moment,  sir. 

I  think,  it  may  be  well  worth  saying  for  the  record,  that  the 
citizens  who  are  being  most  harmed  by  the  abuse  of  this  program 
are  the  most  needy. 

Now,  for  my  part,  other  Senators  can  speak  for  themselves,  but 
for  my  part,  all  I  want  to  do  is  to  make  a  responsible  program  out 
of  it,  and  if  I  were  not  convinced  by  an  overwhelming  amount  of 
evidence  that  the  abuse  of  this  program  is  so  substantial,  you  and  I 
would  not  be  sitting  looking  at  each  other  as  friends. 

Now,  unfortunately  you  are  sometimes  misportrayed,  I  am  some- 
times misportrayed. 

I  would  not  for  an  instance  say  here  is  a  man  who  will  give  away 
the  whole  Treasury,  because  I  know  better  than  that,  and  by  the 
same  token  I  know  that  I  would  assume  that  there  is  a  substantial 
amount  of  compassion  in  my  heart,  but  what  we  need  to  do  is  to 
make  this  program  work  in  a  way  that  it  will  encourage  individual 
responsibility  and  diminish  and  dissipate  what  I  perceive  to  be  a 
growing  attitude  across  this  land,  that  I  am  going  to  get  what  I 
can. 

Now,  this  is  not  good  for  the  individual,  it  certainly  is  not  good 
for  the  country,  and  that  is  a  very  awful  way  I  feel  about  it,  but  I 
appreciate  your  coming,  and  we  have  another  rollcall  vote,  and  I 
am  going  to  request  the  committee  again 

Mr.  Stockwell.  May  I  say  one  sentence,  I  question  no  motives 
here.  I  do  feel  that  the  amount  of  fraud  in  the  program,  at  least  by 
a  study  of  the  Department  of  Agriculture  in  late  1970  indicated  less 
than  1  percent  of  participating  households  were  involved  in  actual 
fraud,  now  even  if  it  were  slightly  higher  than  that,  I  would  hope 
the  committee  would  not  allow  the  existence  of  fraud  to  be  the 
argument  for  cutting  the  program  substantially. 

I  think  one  ought  to  deal  with  fraud  directly  as  the  gentleman 
from  Florida  has  indicated  to  us.  I  appreciate  this  opportunity. 

The  Chairman.  I  do  not  disagree  with  one  statement  in  your 
remarks.  I  would  like  to  discuss  with  you  some  time,  not  formally 
under  these  circumstances,  but  it  has  become  almost  a  cliche  that 
there  is  something  about  in  Washington  to  reward  the  rich  at  the 
expense  of  the  poor. 

I  would  say  to  you,  sir,  that  is  simply  not  so. 

Mr.  Stockwell.  If  that  is  implied,  I  am  not  saying  so,  but  I  think 
the  poor  are  under  special  attack  right  now. 

The  Chairman.  Well,  we  will  see,  but  I  say  again,  the  people  who 
have  the  most  to  gain  from  an  orderly  process  and  responsive 
process  are  the  people  who  are  the  most  needy. 

I  thank  you  for  coming. 

Mr.  Stockwell.  I  thank  you. 
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the  first  150  of  them,  I  talked  to  them,  their  interest  was  but  one 
thing,  did  you  check  Joe  who  lives  down  the  street,  because  I  know 
he  is  getting  more  food  stamps  than  he  deserves,  because  he  is 
working,  and  I  know  they  are  not  reporting  that.  These  are  the 
people  that  deserve  the  food  stamps,  and  they  become  your  best 
ally  in  the  street  when  you  make  an  investigation,  because  they 
know  who  is  getting  hurt,  and  it  is  them  that  are  getting  hurt. 

There  has  been  a  lot  of  talk  about  dignity,  and  I  heard  that  talk, 
but  when  the  people  on  the  streets  of  Jacksonville,  Fla.,  believe  in 
their  heart  of  hearts,  that  everybody  who  gets  food  stamps  is  a 
crook,  then  there  is  not  any  dignity  in  the  program,  and  until  you 
make  it  that  those  people  on  the  streets  of  Duval  County  believe 
most  people  who  get  food  stamps  do  need  them,  there  will  not  be 
any  dignity  in  the  program,  and  I  do  not  think  that  anybody  who 
needs  food  stamps  will  have  a  major  objection  to  my  checking  to 
make  sure. 

Senator  Dole.  Thank  you. 

The  Chairman.  I  want  to  commend  you,  sir.  It  took  a  good  deal 
of  effort  and  courage  to  come  out.  Some  of  us  have  taken  a  good 
deal  of  heat  because  you  had  suggested  that  the  program  ought  to 
be  rid  of  fraud  and  abuse,  but  in  my  own  State  I  think  I  am  correct 
in  saying,  it  is  every  one  of  the  big  city  newspapers  takes  the 
position  there  is  no  fraud,  you  are  making  a  mountain  out  of  a 
molehill,  you  are  hardhearted,  and  you  want  to  ruin  the  dignity  of 
these  people,  and  that  is  not  it  at  all,  is  it? 

Mr.  Atwater.  No,  sir,  it  is  not  at  all. 

The  Chairman.  How  well  publicized  is  your  effort? 

Mr.  Atwater.  Well,  I  think  about  the  only  people  who  knew 
about  it  other  than  Senator  Hawkins  and  a  few  of  the  State  gov- 
ernment people,  and  I  want  to  make  this  point,  the  Office  of  the 
Inspector  General,  the  USDA,  has  been  fully  apprised  of  our  ac- 
tions throughout  this  program,  and  they  have  been  aware  of  it,  and 
I  know  they  have  made  it  known  among  their  various  agencies, 
their  various  OIG  offices,  but  beyond  that,  I  do  not  think  there  has 
been  anything  outside  of  Florida. 

The  Chairman.  Is  this  by  your  wish? 

Mr.  Atwater.  No,  sir. 

The  Chairman.  Let  me  put  it  another  way.  Are  the  media  ignor- 
ing what  you  are  doing? 

Mr.  Atwater.  Not  the  local  media.  I  do  not  want  to  give  you 
that  impression.  The  Duval  County  media,  they  are  continually 
supporting  us. 

When  we  first  started  this,  our  first  look  at  it  was,  well,  we  will 
go  out  and  we  will  find  25,  30  people.  When  we  had  been  out  there 
4  or  5  days,  and  we  did  that,  we  decided  we  would  wait  until  we 
moved  on,  so  what  we  did,  we  waited  until  we  had  about  the  first 
100  people  ready  to  be  arrested,  and  that  took  about  90  days. 

When  we  made  that  arrest,  for  about  2  weeks  that  is  all  the 
newspapers  wrote  about. 

They  could  not  believe  that  we  found  a  hundred  people,  and  then 
as  we  went  on,  we  kept  bringing  them  in,  and  we  never  brought 
them  in  in  less  than  twenty-fives  and  fifties  to  roll  it  on  through. 

The  newspaper,  the  television,  I  used  to  get  calls  from  television 
stations,  we  would  have  a  news  conference  and  announce  25  or  50 
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arrests,  and  we  would  never  bother  to  call  television  stations,  and  I 
would  get  calls,  mad,  because  they  were  not  called. 

I  do  not  think  the  local  media  has  had  any  backing  off  of  this.  As 
a  matter  of  fact  they  have  been  very  supportive.  The  two  Jackson- 
ville papers  have  written  four  editorials  about  this  program  and  its 
effects,  and  the  Jacksonville  Journal  has  written  several  editorials 
in  addition. 

The  Chairman.  Supporting  you? 

Mr.  Atwater.  Supporting,  absolutely  supporting. 

The  Chairman.  I  wish  we  had  one  in  North  Carolina,  just  one. 

Senator  Hayakawa.  We  need  some  in  California. 

The  Chairman.  One  thing  is  that  you  will  never  hear  that  from 
NBC  calling  you  to  interview  you.  They  did  an  indepth  story,  you 
know  what  an  indepth  story  is?  That  is  from  the  point  of  the 
reporter.  They  would  say,  we  want  to  get  both  sides  of  the  food 
stamp  issue,  would  you  sit  down  with  us  for  about  20  or  30  min- 
utes, so  I  did. 

They  shot  for  20  or  30  minutes  of  videotape.  They  used  one  20- 
second  segment,  and  then  they  spent  the  rest  of  the  5  minutes  of 
that  indepth  thing  showing  a  little  lady  in  a  rocking  chair  in  an 
empty  room  and  said  Helms  will  cut  her  food  stamps,  and  then 
they  showed  a  nice  college  couple,  they  just  happened  to  be  a  son 
and  daughter,  both  of  them  in  position,  Helms  will  cut  off  their 
food  stamps. 

They  are  jolly  well  right.  I  think  the  parents  ought  to  support 
those,  but  if  NBC  calls  you  for  an  interview,  will  you  let  me  know? 

Mr.  Atwater.  Yes,  sir,  I  will. 

Can  I  have  your  home  phone  in  case  it  happens  at  night? 

The  Chairman.  Just  open  the  window  and  holler.  I  will  hear  you. 

Let  me  ask  you  seriously  about  repeat  offenders.  What  experi- 
ence have  you  had  with  that? 

Mr.  Atwater.  We  have  been  at  it  now  for,  like  I  say,  for  about 
30  months. 

We  did  one  turn  around,  took  the  first  batch  and  went  back  to 
that  same  group,  and  about  30  percent  were  back  again. 

They  were  not  in  exactly  the  same  mode,  for  instance  they  had 
been  people  who  had  previously  reported  no  income,  when  they 
had  income,  were  now  reporting  four  members  of  the  household 
when  there  were  three. 

They  changed  modes.  That  is  why  when  you  make  a  change,  you 
are  going  to  need  to  tell  them  you  are  going  to  check  it,  but  we  are 
periodically  going  to  review  it  too,  because  they  will  be  back. 

They  cannot  believe  you  caught  them.  That  is  the  only  thing, 
they  have  been  out  there  for  it  so  long,  they  cannot  believe  you 
caught  them,  and  they  do  not  believe  you  will  catch  them  again,  so 
once  you  open  that  door,  you  have  to  go  all  the  way. 

The  Chairman.  Thank  you,  again,  sir. 

Mr.  Atwater.  Thank  you. 

The  Chairman.  You  folks  go  ahead  and  let  me  start  with  this 
very  patient  kind  gentleman. 

Senator  Dole.  He  has  his  plane  ticket  in  his  hand. 

Senator  Hayakawa.  Mr.  Honberger  of  San  Diego,  Calif.,  Mr. 
Chairman,  will  read  the  testimony  of  Jim  Bates,  who  is  unfortu- 
nately not  able  to  be  with  us  today. 
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I  would  like  to  point  out  as  a  member  of  the  County  Board  of 
Supervisors  in  San  Diego,  Jim  Bates  is  directly  involved  in  the 
implementation  and  administration  of  the  workfare  pilot  project  in 
myState. 

This  testimony  is  of  particular  importance,  because  the  San 
Diego  pilot  project  has  clearly  shown  the  merits  of  the  workfare 
benefit  concept,  aside  from  decreasing  the  number  of  food  stamp 
participants,  the  workfare  program  has  several  nonmonetary  bene- 
fits, most  important  is  this  program  attacks  the  very  root  of  our 
welfare  problem  by  alleviating  the  need  for  assistance  through  the 
provision  of  employment  opportunities  and  assistance  and  increas- 
ing people's  self-reliance  and  pride  because  they  are  off  the  food 


stamp  program. 
The  Chairman.  We  welcome 


you,  sir. 


STATEMENT  OF  ROGER  HONBERGER,  ON  BEHALF  OF  JIM 
BATES,  SUPERVISOR,  COUNTY  OF  SAN  DIEGO,  SAN  DIEGO, 
CALIF. 

Mr.  Honberger.  Thank  you  very  much.  Mr.  Bates,  supervisor 
from  the  County  of  San  Diego,  regrets  that  he  could  not  come  back, 
and  in  the  interest  of  saving  time  I  will  not  read  his  testimony,  but 
will  submit  it  for  the  record.  If  you  will  allow  me,  I  would  like  to 
highlight  points  which  Mr.  Bates  feels  are  important.1 

The  Chairman.  Thank  you. 

Mr.  Honberger.  Thank  you  very  much. 

San  Diego  is  the  largest  of  the  14  project  sites  for  the  food  stamp 
workfare  program.  Since  1977,  San  Diego  County  has  included 
workfare  in  its  general  assistance  program,  so  it  is  not  a  new 
concept  for  our  area. 

On  November  4,  1980,  there  was  a  referendum  dealing  with 
workfare,  known  as  ballot  proposition  C,  and  I  would  like  to  read 
what  that  language  was. 

It  said:  "Should  the  County  of  San  Diego,  where  legally  possible, 
deny  welfare  benefits  to  able-bodied  recipients  who  refuse  to  per- 
form work  in  return  for  welfare  benefits?"  The  voters  votea  89 
percent  in  favor  of  that  proposition,  in  fact  it  was  89.9  percent,  so 
our  board  feels  they  have  a  mandate  from  the  people  to  continue 
on  with  our  present  workfare  program. 

We  are  in  the  second  year  of  that  program,  by  the  way.  As  you 
heard  earlier,  there  is  some  criticism  as  to  the  high  local  costs  for 
the  program,  and  they  are  high.  We  have  used  county  general 
funds  to  support  the  program.  Next  fiscal  year  we  are  facing  some- 
thing like  a  $50  million  downfall  in  our  budget,  so  we  are  not  a 
wealthy  county.  Administrative  costs  of  $355,000  are  important  to 
us,  but  I  would  like  to  point  out  that  the  high  costs  came  about 
principally  because  this  is  a  demonstration  program.  It  was  not 
even  operated  countywide  during  the  first  year. 

We  must  have  additional  staff  to  compile  and  monitor  data,  and 
do  research.  There  is  also  a  question  of  scale  as  well,  because,  as  I 
said,  it  was  not  operated  countywide. 

We  feel  that  these  costs  can  be  brought  down  significantly,  and 
in  fact,  maybe  even  make  the  program  cost  effective,  providing 
there  are  certain  legislative  changes.  Mr.  Bates  asked  me  to  call 


1  See  p.  441  for  the  prepared  statement  of  Mr.  Bates. 
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your  attention  to  four  legislative  changes  which  are  amendments 
he  proposes. 

The  first  one  deals  with  Federal  funding,  and  that  goes  right  to 
the  heart  of  the  administrative  costs.  We  would  ask  for  legislation 
to  provide  100  percent  Federal  share  for  administrative  costs. 

The  financial  benefit  of  people  dropping  off  the  food  stamps  rolls, 
who  do  not  want  to  work,  is  entirely  a  Federal  benefit. 

The  second  proposal  deals  with  the  job  search  period,  and  I 
would  like  to  read  the  proposal. 

Workfare  participants  are  now  provided  with  a  30-day  period  to  find  employment 
before  any  workfare  obligation  is  imposed.  San  Diego  County's  first  year's  experi- 
ence indicates  that  the  30-day  job  search  period  is  too  long  and  precludes  many  food 
stamp  recipients  from  demonstrating  their  willingness  to  work  for  their  food 
stamps.  It  also  increases  the  time  required  to  move  participants  through  the  steps 
that  lead  participants  to  work. 

I  therefore  recommend  that  your  Committee  incorporate  into  subsequent  legisla- 
tion my  proposal  to  eliminate  the  30-day  job  search  period  and  require  food  stamp 
recipients  to  participate  in  a  work  test  prior  to  receiving  food  stamp  benefits. 

The  third  proposal  deals  with  sanctions,  and  this  one  reads: 

To  provide  for  a  stronger  penalty  for  failure  to  comply  with  the  workfare  require- 
ments. I  urge  you  to  extend  the  length  of  the  penalty  period  and  to  apply  the 
penalty  to  the  entire  food  stamp  household,  rather  than  just  to  the  individual. 

The  fourth  and  last  proposal  deals  with  exemptions,  and  I  must 
point  out  that  exemptions  during  our  first  year  of  operation,  that 
over  95  percent  of  our  food  stamp  population  in  the  pilot  project 
area  was  exempt.  We  feel  there  are  too  many  exemptions  and 
propose  that  a  legislative  amendment  be  enacted  which  would 
accomplish  the  following: 

To  revise  current  work  registration  requirements  so  that  all  able-bodied  food 
stamp  recipients  are  required  to  seek  work  and  participate  in  workfare.  I  propose 
that  the  only  recipients  that  should  be  excluded  from  this  requirement  are  children, 
the  elderly,  the  disabled  and  pregnant  women. 

We  feel  that  these  four  legislative  amendments  would  make  the 
program  cost  effective.  The  County  of  San  Diego  Board  of  Supervi- 
sors voted  5  to  0  to  support  the  concept  of  having  workfare  applied 
nationally.  Those  are  the  highlights  I  wanted  to  bring  to  your 
attention,  and  I  very  much  appreciate  the  opportunity  to  present 
Mr.  Bates'  testimony. 

Senator  Hayakawa.  Thank  you  very  much. 

Have  you  any  projection  on  what  this  would  cost  nationwide? 

Mr.  Honberger.  No,  I  do  not.  I  am  sure  the  USDA  would  have. 

The  Chairman.  $300  million. 

Senator  Hayakawa.  It  is  money  we  get  back? 

Mr.  Honberger.  That  is  correct. 

Senator  Hayakawa.  We  have  to  go  vote  in  about  5  minutes. 

I  do  have  a  couple  of  questions  about  your  third  suggestion,  to 
provide  a  stronger  penalty  for  failure  to  comply  to  workfare  re- 
quirements, I  urge  you  to  extend  the  length  of  the  penalty  period 
and  to  apply  the  penalty  to  the  entire  food  stamp  household,  rather 
than  just  to  the  individual. 

Will  you  please  explain  that  a  bit? 

The  penalty  is  not  getting  food  stamps  at  all? 

Mr.  Honberger.  That  is  correct,  and  it  has  been  suggested  that 
this  would  penalize  children. 
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I  would  say  quite  the  opposite,  that  in  fact  when  a  parent  refuses 
to  work  for  food  stamp  benefits,  they  are  penalizing  their  own 
children,  and  to  extend  that  requirement  are  applied  to  the  full 
family,  that  you  are  taking  up  the  children's  cause. 

Senator  Hayakawa.  And  you  limit  the  job  search  period  to  30 
days. 

How  does  that  proposal  work? 

Mr.  Honberger.  You  have  to  take  the  30-day  period,  in  San 
Diego  it  is  10  days  because  of  the  way  the  legislation  was  written, 
to  seek  a  job  prior  to  being  put  into  the  workfare  program. 

In  other  words,  to  receive  food  stamps,  we  would  say  let  us  go 
right  to  the  workfare  program  itself,  rather  than  having  a  30-day 
delay. 

Senator  Hayakawa.  I  think  I  have  no  other  questions,  but  in 
your  experience  so  far,  the  expenditures  are  charged  not  to  the 
county  itself. 

Mr.  Honberger.  Presently  administrative  costs  are  shared  50 
percent  Federal  and  50  percent  county. 

Senator  Hayakawa.  And  are  you  coming  out  ahead  on  this? 

Mr.  Honberger.  No;  presently  we  are  losing. 

Senator  Hayakawa.  So  that  is  why  it  would  be  important  to 
have  the  Federal  Government  fund  the  whole  thing,  because  you 
are  going  to  get  that  money  back  and  more? 

Mr.  Honberger.  That  is  correct. 

Senator  Hayakawa.  That  is  your  projection? 

Mr.  Honberger.  That  is  what  we  think  would  happen. 

Senator  Hayakawa.  Thank  you  very  much. 

The  Chairman.  The  committee  will  stand  in  recess  until  we  get 
back  from  voting. 

Thank  you  very  much. 

Mr.  Honberger.  Thank  you. 

[Whereupon,  the  committee  recessed.] 

after  recess 

The  Chairman.  The  committee  will  please  come  to  order. 
I  am  very  apologetic  to  all  of  you  who  have  been  waiting  so 
patiently  and  grateful  to  you. 
We  will  resume  the  hearing. 
We  will  now  hear  from  Holly  Browne  of  Riverside,  Conn. 

STATEMENT  OF  HOLLY  BROWNE,  RIVERSIDE,  CONN. 

Ms.  Browne.  Good  afternoon.  I  appreciate  the  opportunity  to 
appear  before  the  Senate  Subcommittee  on  Nutrition.  My  name  is 
Holly  (June  S.)  Browne  and  I  am  a  Riverside,  Conn.,  housewife 
with  3  children,  4  stepchildren  and  10  grandchildren.1 

In  1959,  divorced  with  three  children,  I  became  one  of  the  first  of 
a  growing  band  of  women  returning  to  college.  With  a  grand  total 
of  $3,000  in  savings,  less  than  $200  a  month  in  child  support  and 
$60  a  month  from  my  parents,  I  certainly  fell  into  the  category  of, 
if  not  the  poor,  then  the  poor  plus  one. 

When  my  savings  ran  out  I  applied  for  and  received  commodities. 
The  commodity  program  provided  me  with — as  I  remember — corn- 


1  See  p.  443  for  additional  material  furnished  by  Ms.  Browne. 
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meal,  various  dried  beans,  powdered  milk,  powdered  eggs,  rice, 
lard,  flour,  tinned  meats,  American  cheese,  oatmeal  and,  I  think, 
raisins.  Being  a  cook  who  spent  her  married  years  in  a  still  ra- 
tioned Europe,  I  was  able  to  feed  my  family  on  these  commodities. 
I  must  admit  that  people  were  horrified  by  the  fact  that  my  kids 
ate  ice  cream  made  from  powdered  milk  and  eggs,  and  cookies 
made  from  oatmeal,  powdered  milk  and  eggs,  lard  and  raisins  for 
breakfast.  However,  I  felt  this  food  was  more  nutritious  than  the 
dry  cereal,  mostly  sugar,  they  were  serving  their  kids.  And  my 
children  loved  breakfast. 

I  consider  the  few  years  I  spent  on  the  commodities  program  an 
advantage.  I  learned  a  great  deal  about  nutrition  and  cheap  cook- 
ing. This  knowledge  has  been  passed  on  to  my  children  and  step- 
children. 

I  totally  support  President  Reagan's  program  of  budget  cuts.  This 
country  has  had  enough  of  big  government,  bureauacracy  and  the 
rape  of  the  middleclass. 

However,  the  Federal  Government  has  spent  years  convincing 
the  poor  that  "Big  Daddy  in  Washington"  would  take  care  of  them. 
"Big  Daddy"  cannot  cut  these  people  off  without  offering  them  an 
alternative.  There  are  people  who  are  selling  their  food  stamps  to 
buy  booze,  drugs  and  other  nonfood  items.  There  are  also  needy 
people  who  must  be  helped.  Unless  we  help  the  really  needy,  we 
may  very  well  have  food  riots. 

I  have  been  opposed  to  the  food  stamp  program  since  its  nation- 
wide inception  in  1974.  I  recognize  that  it  is  much  easier  for  the 
Government  to  send  stamps  to  those  who  apply  than  to  dispense 
commodities.  However,  food  stamps  are  the  same  as  money.  We  are 
not  giving  the  poor  food  stamps,  we  are  giving  them  money  that  is 
being  used  for  many  things  other  than  food. 

Under  the  food  stamp  program  we  are  raising  an  entire  genera- 
tion of  poor  people  who  don't  know  how  to  cook.  I  have  often  seen 
women  in  supermarket  checkout  lines  with  baskets  filled  with 
what  I  call  garbage  foods — easy  to  prepare,  nonnutritional  junk 
foods — being  paid  for  with  food  stamps — my  tax  money. 

I  have  no  objection  to  feeding  the  poor.  I  have  been  poor.  But  I 
do  believe  we  should  help  the  poor  by  supplying  them  food  and 
teaching  them  how  to  cook.  The  food  stamp  program  is  obviously 
riddled  with  the  opportunity  for  fraud.  In  1974,  the  Federal  Gov- 
ernment's cost  for  the  food  stamp  program  was  slightly  over  $2.8 
billion.  Now  I  know  things  have  not  been  easy  the  last  couple  of 
years,  but  the  1979  costs  were  over  $6.9  billion.  As  a  taxpayer,  I 
seriously  question  these  expenditures.  It  appears  more  oversight  is 
needed  into  many  Government  programs. 

The  commodity  program,  on  the  other  hand,  presents  little  op- 
portunity for  fraud,  as  it  distributes  actual  foodstuffs.  There  is  not 
much  you  can  do  with  food  except  cook  and  eat  it.  I  doubt  very 
much  that  those  who  do  not  want  or  need  food  would  bother  to  go 
get  it.  The  commodity  program  helps  the  farmers  whose  surplus 
products  Government  buys.  This  food  is  used  for  the  purpose  it  was 
raised  for  instead  of  rotting  in  warehouses. 

It  was  interesting  to  learn  that  the  commodity  program  is  still  in 
existence  and  currently  offers  a  far  greater  variety  of  foods  than 
when  I  took  advantage  of  it.  However,  it  was  horrifying  to  learn 
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that  it  is  mandated  by  law  not  to  interact  with  the  food  stamp 
program,  except  in  cases  of  special  diets.  This,  to  me,  seems  ridicu- 
lous. 

I  think  it  is  time  Congress  and  the  bureaucracy  learn  what  they 
try  to  teach  children  on  "Sesame  Street" — and  that  is  cooperation. 
Here  we  have  two  departments  within  the  USDA,  each  with  the 
alleged  purpose  of  feeding  the  poor,  and  by  law  they  cannot  inter- 
act. Is  this  the  kind  of  law  we  are  paying  for?  Is  there  any  wonder 
there  are  taxpayer  revolts  generating  in  this  country? 

With  two  separate  departments  of  USDA  involved  in  this  area, 
the  redundancy  in  staff  alone  must  be  staggering.  The  food  stamp 
department  has  gone  out  of  its  way  to  be  helpful,  however,  the 
commodities  department  has  been  singularly  unhelpful  in  supply- 
ing any  information  other  than  the  attached  list  of  available  foods. 
Therefore,  I  do  not  know  the  cost  of  reactivating  the  commodity 
program  for  individuals,  but  I  doubt  it  would  come  anywhere  near 
the  $6.9  billion  the  food  stamp  program  cost  in  1979. 

Again,  I  thank  you  for  the  opportunity  to  appear  here  today.  I 
am  not  representing  any  formal  organization  or  group.  I  like  to 
think  that,  as  a  private  concerned  citizen,  I  am  representing  the 
poor  middleclass,  that  has  to  pay  for  benefitting  some  of  the  poor — 
which  I  agree  with — but  cost  the  wealthy  little  or  nothing. 

I  believe  the  current  administration  is  trying  to  do  what  is  right 
for  everyone  and  I  support  that  objective.  However,  if  Congress  is 
not  ready  to  "bite  the  bullet"  and  make  America  once  again  the 
greatest  Nation  in  the  world  we  have  lost  everything  for  everyone. 

Thank  you. 

The  Chairman.  The  mayor  of  my  home  town  of  Raleigh,  he  told 
me  that  about  6  months  ago  Mary  Hopkins,  a  very  close  friend  of 
Roosevelt,  and  a  conservative,  at  least  in  his  perception,  but  he 
said  that  President  Roosevelt  at  the  time  that  he  inaugurated  the 
first  of  the  welfare  programs  said  that  welfare  must  never  be  put 
on  a  cash  basis,  otherwise,  and  he  was  quoting,  otherwise  it  would 
bankrupt  the  country,  and  he  was  talking  about  the  fraud  potential 
and  that  sort  of  thing. 

While  you  were  speaking,  I  was  thinking  of  that  citation,  and  I 
was  thinking  of  asking  the  Library  of  Congress  to  research  it  for 
me. 

What  we  have  today,  and  I  will  put  it  with  a  question  mark,  that 
what  we  have  here  is  a  second  currency. 

How  long  have  you  been  here  today? 

Ms.  Browne.  I  have  been  here  since  about  1:45. 

The  Chairman.  You  did  not  hear  the  testimony  this  morning? 

Ms.  Browne.  No,  I  wish  I  had. 

The  Chairman.  And  you  came  down  here  at  your  own  expense? 

Ms.  Browne.  Yes,  sir,  my  moped  money. 

The  Chairman.  As  one  Senator,  I  appreciate  that.  I  want  to  send 
your  statement  around  to  Senators. 

I  thank  you  very  much. 

I  have  no  questions  because  I  agree  with  you. 

Ms.  Browne.  Thank  you  very  much,  sir. 

The  Chairman.  We  now  have  Mr.  Eugene  Stockwell  of  the  Na- 
tional Council  of  Churches. 

We  welcome  you,  sir. 
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STATEMENT  OF  EUGENE  L.  STOCKWELL,  REPRESENTING  THE 
NATIONAL  COUNCIL  OF  THE  CHURCHES  OF  CHRIST  IN  THE 
UNITED  STATES  OF  AMERICA 

Mr.  Stockwell.  I  am  Eugene  L.  Stockwell,  Associate  General 
Secretary  for  Overseas  Ministries  of  the  National  Council  of  the 
Churches  of  Christ  in  the  United  States  of  America. 

Under  the  assumption  that  my  statement  will  be  put  in  the 
record,  I  will  summarize  it,  because  I  want  to  save  you  time.1 

I  come  here  representing  the  National  Council  of  Churches,  but  I 
would  also  like  to  speak,  sir,  as  a  former  Commissioner  of  the 
Presidential  Commission  on  World  Hunger,  to  which  I  was  appoint- 
ed in  1978  by  President  Carter,  and  which  presented  its  report  to 
the  President  just  about  1  year  ago  in  March  1980. 

Senator  Dole  and  Senator  Leahy  were  members  of  that  Commis- 
sion. 

On  many  issues,  which  we  touched  there  was  disagreement,  as 
the  Commission  was  made  up  of  bipartisan  membership,  but  on  one 
issue  there  seemed  to  be  unanimous  agreement,  namely,  and  I 
quote: 

Federal  feeding  programs  such  as  the  school  lunch,  women,  infants  and  children; 
and  food  stamp  programs  have  been  very  successful  in  addressing  the  problems  of 
hunger  and  malnutrition  in  the  United  States. 

The  administration  and  the  Congress  act  to  remove  the  expenditure  limit  on 
Federal  funding  for  food  stamps,  to  increase  resources  for  all  domestic  feeding 
programs  which  have  a  demonstrated  record  of  success,  and  to  improve  outreach 
efforts  and  certification  procedures  to  increase  participation  among  eligible  citizens, 
with  special  attention  to  utilizing  the  resources  of  local  private  voluntary  organiza- 
tions. 

Proposals  now  before  Congress  radically  to  reduce  the  food  stamp 
program  of  our  Nation  fly  in  the  face  of  these  sober  recommenda- 
tions. 

I  am  certain  that  none  of  my  fellow  Commissioners  would  gain- 
say the  right  of  a  new  administration  to  institute  a  wide  range  of 
new  and  different  policies  from  those  pursued  by  a  predecessor 
administration,  but  I  am  sure  that  it  is  also  clear  that  none  of  us 
who  served  on  the  Commission  could  rest  easy  with  any  change  in 
policy  direction  which  would  cause  physical  hunger  to  many  of  our 
poorest  fellow  citizens,  and  there  seems  to  be  little  question  that  a 
major  cutback  in  food  stamp  assistance  will  produce  exactly  that 
result. 

I  was  impressed  by  some  of  the  testimony  earlier  here  today,  and 
I  would  support  much  of  that  about  the  fraud  and  abuse,  and  we 
would  not  support  the  provision  of  stamps  to  receivers  who  are 
ineligible  by  law,  of  course,  but  if  there  is  a  very  substantial 
reduction,  it  appears  that  many,  even  millions  will  be  directly 
affected  by  loss  of  such  assistance. 

Indeed,  one  wonders  whether  hunger  might  not  return  to  our 
land. 

I  am  sure  none  of  us  want  that.  I  was  impressed  as  I  sat  here, 
waiting  to  testify  by  that  chart  about  the  rising  costs  of  food  stamp 
programs,  and  I  can  understand  the  concerns  of  the  committee  and 
the  administration  in  dealing  realistically  with  costs. 


'See  p.  447  for  the  prepared  statement  of  Mr.  Stockwell. 
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To  me  that  chart  however  says  two  things,  on  the  one  hand  it  is 
a  sign  of  shame  that  in  our  Nation  so  many  persons  need  this  kind 
of  assistance 

!  deeply  regret  that. 

On  the  other  hand,  it  may  be  a  sign  of  success,  that  we  have 
been  able  to  meet  the  needs  of  many,  even  though  we  have  not 
developed  the  national  economic  policy  yet  that  makes  such  assist- 
ance unnecessary. 

1  kind  of  wish  there  were  a  similar  chart  here  indicating  the 
large  number  of  healthy  people  who  have  been  fed  with  the  help  of 
food  stamps. 

This  chart  talks  of  dollars.  I  would  like  to  see  a  chart  that  talks 
also  more  clearly  of  people. 

What  is  at  stake  here,  Mr.  Chairman,  is  not  just  a  proposal  that 
attacks  the  poor  and  threatens  hunger  in  our  land. 

What  is  at  stake  is  our  commitment  as  a  nation  to  the  ideals  we 
proclaim  about  liberty  and  justice  for  all. 

A  philosophy  which  penalizes  the  poor  while  favoring  the 
wealthy  circumscribes  the  liberty  of  the  least  fortunate  of  our 
citizens  and  makes  a  mockery  of  the  justice  they  have  every  right 
to  expect. 

We  speak  these  days  of  spending  additional  billions  for  national 
security  and  defense,  yet  at  this  very  moment  we  face  the  immi- 
nent possibility  of  widespread  insecurity  for  our  own  people  here  at 
home. 

I  do  not  believe  talk  of  a  safety  net  will  provide  comfort  or  food 
for  those  who  in  reality  see  their  meager  dependence  on  food 
stamps  eroded  or  eliminated. 

As  a  member  of  the  Presidential  Commission  on  World  Hunger  I 
urge  you  to  stand  firmly  against  the  efforts  to  cut  the  food  stamp 
program.  We  need  to  build  on  our  successes,  not  demolish  them, 
and  there  is  no  doubt  that  the  food  stamp  program,  with  whatever 
imperfections  it  may  have,  is  demonstrably  a  successful  and  com- 
passionate national  effort  to  feed  the  neediest  of  our  people  and  to 
combat  malnutrition. 

As  a  representative  of  the  National  Council  of  the  Churches  of 
Christ  in  the  U.S.A.  I  urge  you  to  face  this  issue  not  only  in  terms 
of  economics  but  principally  in  terms  of  morality  and  justice. 

I  fear  that  if  we  lose  this  opportunity  to  help  our  neediest  citi- 
zens by  the  continuation,  indeed  expansion,  of  the  food  stamp 
program  we  will  be  claiming  for  ourselves  the  description  of  being 
an  immoral  minority  who  turn  a  deaf  ear  to  the  claims  of  millions 
of  needy  persons  in  our  land. 

Mr.  Chairman,  we  look  to  this  committee,  which  in  the  past  has 
taken  leadership  in  this  matter,  to  reassert  again  its  defense  of  the 
neediest  and  to  stand  against  an  unjustifiable  onslaught  on  the 
food  stamp  program  so  greatly  needed  by  our  Nation  today. 

I  thank  you  tor  this  opportunity,  sir. 

The  Chairman.  I  thank  you  for  a  very  articulate  statement,  sir. 

Did  you  hear  the  testimony  of  Mr.  Roger  Honburger? 

No,  it  was  of  Mr.  Atwater. 

Mr.  Stockwkll.  The  prosecutor  from  Florida? 

The  Chairman.  Yes. 

Mr.  Stockwkll.  Yes,  sir,  I  did. 
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The  Chairman.  Do  you  find  very  much  you  disagree? 

Mr.  Stockwell.  No,  sir,  I  do  not  disagree  with  that.  It  seems  to 
me  I  would  support  every  effort  to  weed  out  fraud  in  every  way 
possible. 

I  have  no  disagreement  with  that. 

The  Chairman.  Now,  I  obviously  met  Mr.  Atwater  for  the  first 
time  when  he  sat  down,  but  I  would  be  willing  to  wager  that  his 
heart  is  just  as  big  in  terms  of  the  needy  as  those  who  may  take  a 
different  view  on  this,  I  would  not  question  that  for  a  moment,  sir. 

I  think,  it  may  be  well  worth  saying  for  the  record,  that  the 
citizens  who  are  being  most  harmed  by  the  abuse  of  this  program 
are  the  most  needy. 

Now,  for  my  part,  other  Senators  can  speak  for  themselves,  but 
for  my  part,  all  I  want  to  do  is  to  make  a  responsible  program  out 
of  it,  and  if  I  were  not  convinced  by  an  overwhelming  amount  of 
evidence  that  the  abuse  of  this  program  is  so  substantial,  you  and  I 
would  not  be  sitting  looking  at  each  other  as  friends. 

Now,  unfortunately  you  are  sometimes  misportrayed,  I  am  some- 
times misportrayed. 

I  would  not  for  an  instance  say  here  is  a  man  who  will  give  away 
the  whole  Treasury,  because  I  know  better  than  that,  and  by  the 
same  token  I  know  that  I  would  assume  that  there  is  a  substantial 
amount  of  compassion  in  my  heart,  but  what  we  need  to  do  is  to 
make  this  program  work  in  a  way  that  it  will  encourage  individual 
responsibility  and  diminish  and  dissipate  what  I  perceive  to  be  a 
growing  attitude  across  this  land,  that  I  am  going  to  get  what  I 
can. 

Now,  this  is  not  good  for  the  individual,  it  certainly  is  not  good 
for  the  country,  and  that  is  a  very  awful  way  I  feel  about  it,  but  I 
appreciate  your  coming,  and  we  have  another  rollcall  vote,  and  I 
am  going  to  request  the  committee  again 

Mr.  Stockwell.  May  I  say  one  sentence,  I  question  no  motives 
here.  I  do  feel  that  the  amount  of  fraud  in  the  program,  at  least  by 
a  study  of  the  Department  of  Agriculture  in  late  1970  indicated  less 
than  1  percent  of  participating  households  were  involved  in  actual 
fraud,  now  even  if  it  were  slightly  higher  than  that,  I  would  hope 
the  committee  would  not  allow  the  existence  of  fraud  to  be  the 
argument  for  cutting  the  program  substantially. 

I  think  one  ought  to  deal  with  fraud  directly  as  the  gentleman 
from  Florida  has  indicated  to  us.  I  appreciate  this  opportunity. 

The  Chairman.  I  do  not  disagree  with  one  statement  in  your 
remarks.  I  would  like  to  discuss  with  you  some  time,  not  formally 
under  these  circumstances,  but  it  has  become  almost  a  cliche  that 
there  is  something  about  in  Washington  to  reward  the  rich  at  the 
expense  of  the  poor. 

I  would  say  to  you,  sir,  that  is  simply  not  so. 

Mr.  Stockwell.  If  that  is  implied,  I  am  not  saying  so,  but  I  think 
the  poor  are  under  special  attack  right  now. 

The  Chairman.  Well,  we  will  see,  but  I  say  again,  the  people  who 
have  the  most  to  gain  from  an  orderly  process  and  responsive 
process  are  the  people  who  are  the  most  needy. 

I  thank  you  for  coming. 

Mr.  Stockwell.  I  thank  you. 
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Tr*  'ma:*\*av    Vi*  will  stand  in  recess,  and  I  will  gn  vote  and 
'Wtt*nr^>p<*^  th^  cr>mimttee  recessed  1 

Arrat  excess 

Th^  Cha*****.  The  committee  will  come  to  order. 

ffenatsjr  Andrwa,  we  have  the  most  patient  witnesses.  Look  at 
ih*  witn***  Jiat  we  have  gone  through  for  this  daj?  and  I  have  been 
ruftnrrAg  back  and  forth  to  vote,  to  meet  a  quorum,  and  all  of  that. 

fowif/tr  AfKMcKwn,  We  have  had  the  Secretary  of  Education  on 
jw/ther  wHn&m  !«t,  and  the  Secretary  of  Defense  on  a  third  com- 

You  have  been  holding  the  fort. 
TlWf  CHAmMAM  Well,  or  it  has  been  holding  me. 
We  will  now  hear  from  Andrew  J.  Pasden,  Jr.,  former  member, 
invefttigation*  *taff,  U,S,  Senate  Committee  on  Appropriations, 
f  thank  you  for  your  patience. 

MTATfSMKNT  OF  ANDREW  J.  PASDEN,  JR.,  FORMER  MEMBER. 
ftfVKMTfttATfONtt  STAFF,  US.  SENATE  COMMITTEE  ON  AP- 
PROPRIATIONS 

Mr,  Pawikn,  I  have  a  prepared  statement,  which  I  would  like  to 
ftubrnit  for  the  record,  and  I  will  summarize  it  and  give  you  the 
highlight*,1 

The  Chairman.  Without  objection,  you  may  proceed. 

Mr.  PaM)KN,  My  name  is  Andrew  Pasden,  and  it  is  a  distinct 
honor  to  appear  before  you  today  on  a  matter  as  important  as  the 
food  fttfimp  program.  The  topic  of  my  testimony  is  a  review  in 
which  I  participated  while  a  staff  member  of  the  investigations 
Mill f f  of  the  Senate  Committee  on  Appropriations. 

That  review  indicated  a  general  agreement  that  the  food  stamp 
program  in  making  a  significant  contribution  to  the  nutritional 
well-being  of  needy  Americans. 

However,  the  program,  as  currently  administered  by  the  States, 
In  accordance  with  Federal  regulations,  is  particularly  vulnerable 
to  fraud  and  abuse.  An  unknown  amount  of  fraud  by  recipients, 
error*  by  program  workers,  and  loopholes  in  food  stamp  regula- 
tions Some  of  the  persons  interviewed  during  our  review  estimated 
that  the  Iohhos  could  be  as  high  as  20  percent  annually — or  about 
$I.H  billion  of  the  program's  $9.2  billion  total  benefit  cost  in  fiscal 
year  I  WHO. 

The  vast  majority  of  the  approximately  300  State  and  local  ad- 
ministrator*, fraud  investigators,  and  eligibility  workers  whom  we 
Interviewed  during  our  review,  told  us  that  it  is  very  easy  for 
Ineligible  pontons  to  get  onto  the  food  stamp  rolls,  and  for  eligible 
twrmm*  to  receive  more  benefits  than  they  are  entitled  to.  Officials 
in  each  of  the  seven  States  we  visited  said  the  Federal  regulations 
wore  too  lax  regarding  verification  of  eligibility  information  and 
wriounly  restricted  their  ability  to  detect  and  prevent  fraud. 

Acconiing  to  Federal  regulations  in  effect  at  the  time  this  review 
wan  conducted,  eligibility  workers  were  required  to  verify  only  the 
applicant'*  reported  income,  alien  status— if  applicable — and  any 

S*»  \\  4  4S  Um  Ow  jMrivMrd  *utonwnt  ol  Mr   l\isdt»n 
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utility  expenses  that  exceeded  established  standards.  Any  other 
data  used  to  determine  eligibility  and  benefit  levels  could  only  be 
verified  if  it  was  considered  "questionable." 

Eligibility  workers  told  us  they  often  believed  applicants  had 
provided  them  incorrect  or  misleading  information,  but  they  did 
not  question  it  further  because  they  were  afraid  that  their  inter- 
pretation of  what  constitutes  questionable  would  be  second  guessed 
and  held  against  them  by  their  supervisors.  State  administrators 
told  us  they  were  concerned  that  advocate  and  legal  aid  groups 
would  challenge  additional  verification  efforts.  Most  of  the  workers 
and  supervisors  told  us  that  time  was  not  the  problem,  and  that  it 
would  be  more  than  worth  their  while  to  check  applicant-furnished 
data  further  and  prevent  overissuances  at  the  outset  of  a  client's 
participation  in  the  program.  However,  as  a  result  of  the  regula- 
tions, many  applicant-furnished  assertions  went  unchallenged, 
even  when  they  appeared  unreasonable. 

State  officials  were  even  more  critical  of  the  lax  verification 
procedures  used  to  issue  food  stamps  to  destitute  households  under 
expedited  procedures.  They  characterized  the  situation  as  a  "give- 
away program." 

FNS,  in  cooperation  with  the  State  of  Texas,  performed  a  special 
study  of  expedited  services.  They  found  that  7  percent  of  the  house- 
holds certified  under  the  expedited  procedures  were,  in  fact,  ineligi- 
ble to  receive  any  food  stamps  at  all.  The  7-percent  ineligibility 
rate  is  twice  the  rate  experienced  in  the  rest  of  Texas'  food  stamp 
population.  Texas'  ineligibility  rate  for  expedited  service  was  prob- 
ably lower  than  that  in  other  States  because  Texas  was  making  a 
considerably  greater  effort  than  the  other  States  we  visited  to 
verify  as  much  applicant-supplied  information  as  possible  prior  to 
granting  stamps  under  expedited  services. 

I  would  like  to  add  that  expedited  procedures  is  one  of  the 
methods  in  which  strikers  get  immediate  benefits.  Because,  in  most 
cases  their  income  stops  and  the  procedures  in  the  program  allow 
them  to  come  in  and  say  they  have  no  income  within  the  next  10 
days  and  qualify  to  get  expedited  service  and  get  their  stamps 
within  2  days. 

In  January  1981,  FNS  issued  revised  verification  regulations  in- 
cluding some  applicable  to  expedited  services.  If,  as  stated  in  our 
report,  the  final  version  is  substantially  the  same  as  that  proposed 
in  August  1980,  the  regulations  could  result  in  a  significant  reduc- 
tion in  food  stamp  overissuances. 

But,  as  we  stated,  the  revised  guidelines  should  require  States  to 
verify  those  eligibility  factors  which  are  found  to  be  most  error 
prone  and  not  make  that  additional  verification  optional,  as  is 
provided  in  the  revised  regulations. 

Despite  the  susceptibility  of  the  program  to  fraud,  only  a  few 
States  actually  detect  and  prosecute  such  activities.  Three  States 
accounted  for  over  50  percent  of  the  prosecutions  reported  to  the 
Department  for  fiscal  year  1978,  and  two  of  these  three  accounted 
for  28  percent  in  fiscal  year  1979. 

I  would  also  like  to  point  out  that  24  States  in  fiscal  year  1979 
reported  no  prosecutions  and  another  12,  I  believe,  reported  10  or 
less  prosecutions. 

The  Chairman.  How  many  reported  none? 
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Mr  Vk>zjzx  lTK*?&ij4fMXi-  So  oat  knows  ham  modi  money  k  lost 
ttatiorjailr  tee&amt  of  food  stamp  finaad.  This  is  partly  hrcan«, 
tmtil  v^ry  recently,  FXS  has  doc  even  lequiied  that  Stales  report 
<*»  their  pro**cutk*i  activity, 

8*veral  State  and  local  officials  told  as  that  fraud  could  be 
eatmnf  as  much  as  %  percent  of  the  dollar  value  of  owenssnanoes 
identified  by  FNS7  quality  control  system.  The  latest  available 
dollar  loss  estimate  from  that  system  projects  losses  of  about  1&2 
percent  of  all  benefits  issued — or  almost  SI  billion  a  year.  The  only 
attempt  of  which  1  am  aware,  to  statistically  measure  the  amount 
of  money  lost  because  of  food  stamp  fraud  was  performed  by  the 
auditor  general  of  the  State  of  Florida — that  was  the  one  done  by 
Billy  Davis.  That  study  concluded  that  16  percent  of  all  the  recipi- 
ent* given  food  stamps  in  Florida  during  November  1979  received 
ail,  or  part  of  their  benefits  through  "probable  misrepresentation  of 
fact*" — resulting  in  a  statewide  projected  dollar  loss  of  $4.1  million 
for  that  month  alone.  1  will  not  go  into  the  details  of  that  study 
because  a  representative  of  the  auditor  general  already  provided 
testimony  at  these  hearings. 

To  illustrate  the  program's  vulnerability  to  fraud  and  abuse,  our 
report  described  a  situation  in  Florida  which  was  discussed  by  Mr. 
Davis  earlier  today,  in  which  an  organized  ring  obtained  an  esti- 
mated $131,000  in  food  stamps  by  enrolling  at  least  130  fictitious 
households.  The  ring  fabricated  all  documentation  needed  to  satisfy 
the  program's  verification  requirements.  The  State's  attorney,  who 
successfully  prosecuted  this  case,  summed  up  the  situation  as  fol- 
lows: 

Th*  rtmntUBT  in  which  this  woman  successfully  met  every  requirement  of  the  Food 
Stamp  Program  with  completely  fictitious  documentation  and  information  illus- 
trate* th*  tuscemity  for  strengthening  the  requirements  concerning  eligibility  to 
r*c#iwr  food  stamps. 

Present  legislation  does  provide  FNS  and  the  States  with  the 
tools  needed  to  pursue  fraud  cases,  but  as  the  figures  have  shown, 
most  States  appear  to  be  disinterested  in  pursuing  such  cases,  even 
with  increased  Federal  funding  to  serve  as  an  incentive  to  do  so.  In 
our  report,  we  recommended  that  FNS  require  each  State  to  report 
on  their  current  and  planned  antifraud  activities  as  they  relate  to 
the  food  stamp  program,  including  any  factors  which  might  be 
inhibiting  their  efforts  in  this  area.  Based  on  these  reports,  we 
recommended  that  the  Secretary  of  Agriculture  implement  a  na- 
tionwide strategy  to  combat  food  stamp  fraud. 

In  addition  to  overissuance  created  by  fraud  and  errors,  an  un- 
known amount  of  Federal  money  is  lost  daily  because  of  loopholes 
in  the  food  stamp  program's  regulations.  Because  of  these  loop- 
holes, many  recipients  get  more  benefits  than  the  Congress  intend- 
ed and  others,  who  Congress  never  intended  to  participate  in  this 
program,  receive  food  stamps. 

For  example,  recipients  are  given  a  full  month's  allotment  of 
food  stamps  in  their  initial  month  of  participation  regardless  of  the 
time  of  the  month  they  apply — even  if  it  happens  to  be  the  last  day 
of  the  month. 

We  took  the  position  in  our  report  that  the  practice  of  providing 
food  stamps  for  the  days  preceding  the  date  of  application  is  ques- 
tionable. Most  of  the  State  and  local  officials  agreed  with  us.  One 
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eligibility  worker  summed  up  the  situation  quite  aptly.  He  said  he 
never  understood  the  regulation  because  it  appeared  to  provide 
food  stamps  for  "retroactive  eating." 

Another  loophole  involves  ineligible  aliens.  The  act  restricts  par- 
ticipation in  the  program  to  residents  of  the  United  States  who  are 
either  citizens  or  aliens  meeting  specific  criteria.  Yet  the  regula- 
tions expressly  prohibit  eligibility  workers  from  considering  the 
income  and  resources  of  an  ineligible  alien  living  in  a  household 
when  determining  that  household  s  food  stamp  eligibility  or  benefit 
level.  As  a  result,  according  to  State  officials,  households  with 
incomes  and  assets  in  excess  of  eligibility  limits  could  be  receiving 
food  stamps. 

We  estimated  that  nearly  $250  million  could  be  saved  in  fiscal 
year  1981  merely  by  prorating  benefits  based  on  the  time  remain- 
ing between  the  date  of  application  and  the  end  of  the  month. 
State  officials  questioned  the  logic  of  such  a  regulation,  especially 
in  situations  where  the  ineligible  alien  is  the  household's  principal 
wage  earner. 

In  one  county,  officials  told  us  they  believed  some  legal  aliens 
actually  tell  food  stamp  workers  that  they  are  illegal  aliens,  be- 
cause their  incomes,  if  counted,  would  make  the  entire  household 
ineligible  for  the  program. 

Congress  recognized  the  existence  of  this  loophole  and  closed  it 
when  it  enacted  the  food  stamp  amendments  of  1980  on  May  26, 
1980.  However,  FNS  has  not  yet  issued  regulations  to  implement 
this  change  in  the  law.  We  recommended  that  because  the  amend- 
ments provide  no  discretion  in  this  matter,  and  funds  continue  to 
be  wasted,  FNS  should  take  action  immediately  to  implement  this 
change. 

Because  of  another  loophole,  State  agencies  routinely  reissue 
food  stamp  coupons  to  recipients  who  claim  to  have  had  them 
stolen  after  receipt,  in  the  amount  recipients  attest  was  stolen,  as 
often  as  the  recipients  make  such  claims,  and  even  when  the 
recipients'  negligence  contributed  to  the  theft.  If  attested  to  by  the 
recipients,  the  agency  would  be  required  to  reissue  coupons  valued 
in  excess  of  the  recipient's  current  month's  total  allotment. 

We  recognized  in  our  report  that  some  recipients  truly  have 
their  food  stamps  stolen  through  no  fault  of  their  own.  However, 
we  believed  that  FNS  should  limit  its  liability  in  the  area.  It 
should  be  noted  that  other  income  security  programs  do  not  reissue 
benefits  in  such  instances. 

FNS  issued  proposed  regulations  on  January  27,  1981,  to  alter  its 
position  in  this  area  and  the  public  comment  period  on  that  propos- 
al closed  March  30.  The  new  regulation,  if  adopted  as  proposed, 
would  limit  the  number  of  times  any  one  household  could  have 
stolen  coupons  replaced  to  only  once  during  a  6-month  period.  In 
addition,  under  the  proposed  regulations,  the  amount  of  any  re- 
placement could  not  exceed  one  month's  allotment. 

We  had  recommended  that  FNS  place  a  definite  limit  on  the 
number  of  replacements  it  would  make  to  any  household  within  a 
specified  period  such  as  only  once  during  a  12-month  period.  Also, 
we  recommended  that  FNS  not  replace  all  the  coupons  a  household 
claimed  as  stolen,  but  instead  provide  coupons  only  for  the  days 
between  the  date  the  theft  was  reported  to  the  police  and  the  end 
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of  the  month.  FNS'  proposed  regulations  go  a  long  way  toward 
dosing  this  loophole,  however,  they  do  not  go  as  far  as  we  had 
recommended  in  our  report. 

The  other  loophole  we  discussed  involved  the  standard  utility 
allowance.  Food  stamp  households  can  be  living  in  and  sharing  the 
costs  of  a  dwelling  with  other  households  and  getting  credit  for  the 
maximum  standard  utility  allowance.  The  regulations  do  not  pro- 
vide for  prorating  the  allowance  if  expenses  are  shared  and,  as  a 
result,  State  and  local  officials  told  us  that  overallowances  fin- 
utility  expenses  occur  frequently.  If  all  the  households  are  food 
stamp  recipients,  all  can  be  getting  the  maximum  allowance,  which 
will  probably  total  more  than  the  actual  cost  of  the  utilities. 

In  our  report  we  recommended  that  FNS  revise  its  regulations  to 
require  that  States  prorate  the  standard  utility  allowances  in  cases 
where  two  or  more  households  share  the  utility  expenses  of  the 
same  dwelling,  whether  or  not  all  of  the  households  are  food  stamp 
recipients. 

Our  report  concluded  that  FNS  had  not  been  very  effective  in 
managing  the  food  stamp  program  because  it  has  not  developed 
meaningful  standards  to  measure  and  compare  States  efficiency 
and  effectiveness  in  carrying  out  food  stamp  legislation.  The  indica- 
tors presently  available  to  FNS  are  meaningless  in  comparing 
States'  performances.  Although  the  1977  Food  Stamp  Act  called  for 
the  development  of  standards  to  assist  in  reviewing  States  perform- 
ance, FNS  has  not  yet  complied. 

Some  States  have  begun  developing  their  own  performance  mea- 
surement systems.  We  recommended  that  FNS  meet  with  repre- 
sentatives of  these  and  other  interested  States  to  develop  a  per- 
formance measurement  system  that  could  be  used  nationwide. 
Without  such  a  system,  we  felt  that  FNS  could  not  perform  the 
basic  management  function  of  comparing  the  operating  efficiency 
and  effectiveness  of  the  various  States.  Nearly  4  years  have  gone 
by  since  the  passage  of  the  1977  act  and  FNS  still  has  not  met  the 
act's  mandates.  Accordingly,  we  recommended  that  the  Secretary 
of  Agriculture  be  directed  to  take  immediate  steps  to  develop  a 
usable  performance  measurement  system,  to  report  a  timetable  for 
its  development  to  the  appropriate  congressional  committees,  and 
to  report  periodically  on  the  progress  in  this  area. 

State  officials  told  us  that  FNS  delays  in  issuing  regulations 
placed  a  great  deal  of  pressure  on  them  to  maintain  program 
continuity.  They  said  they  were  forced  to  issue  internal  State  oper- 
ating guidelines  and  report  to  FNS  on  their  activities  without 
formal  guidance.  For  example,  although  FNS  certification  manual 
implementing  the  1977  act  was  still  in  draft  form  as  late  as  Octo- 
1980,  States  had  to  issue  manuals  to  eligibility  workers  and 
s  it  considerable  sums  of  money  to  train  their  workers  and  pro- 
n  their  computers  in  accordance  with  the  manual.  Once  the 
ral  manual  is  completed,  States  may  be  faced  with  the  large 
nse  of  redoing  these  activities  to  conform  to  the  new  manual. 

p        most  State  officials  we  interviewed  said  they  had  a  difficult 

tir      g<     ing  responses  from  FNS  to  their  requests  for  policy  clarifi- 

<     ions  and  technical  assistance  in  implementing  the  1977  act. 

'ir       said  that  the  routine  of  questions  and  answers  through  FNS 

onal  offices  delayed  the  process  and  that  they  could  not  wait 
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the  weeks  required  to  resolve  their  problems.  As  a  result,  they  said 
they  usually  made  the  decision  and  implemented  it  prior  to  asking 
FNS  for  guidance.  Then,  if  FNS  came  back  with  a  different  inter- 
pretation, they  revised  their  policy  accordingly. 

In  our  report,  we  also  said  that  although  we  believed  there  would 
be  significant  program  savings  if  our  recommendations  were  imple- 
mented, we  cautioned  that  merely  reducing  the  appropriation  for 
the  program  would  not  in  itself  result  in  improvements.  Our  rec- 
ommendations included  changes  in  the  basic  food  stamp  act,  ad- 
ministrative procedures,  and  program  regulations.  Arbitrary  reduc- 
tions in  appropriations  will  trigger  sections  of  the  food  stamp  act 
that  require  benefit  cutbacks  to  all  recipients — including  those  who 
are  most  in  need  of  assistance — and  will  not  automatically  elimi- 
nate ineligible  persons  or  reduce  program  errors  or  fraud.  In  fact, 
carrying  out  some  of  the  recommendations  in  our  report  may  re- 
quire additional  administrative  funding. 

Mr.  Chairman,  this  concludes  my  prepared  statement.  I  will  be 
glad  to  respond  to  your  questions. 

The  Chairman.  That  is  a  fine  statement. 

Mr.  Pasden.  Thank  you,  sir. 

The  Chairman.  Your  concluding  paragraph  was  absolutely  cor- 
rect. 

If  we  do  nothing  but  surgery  on  the  arithmetic  and  do  not  reform 
the  program,  we  accomplish  nothing,  but  how  many  people  worked 
on  this  study? 

Mr.  Pasden.  I  was  assisted  by  one  other  person  in  the  conduct  of 
the  study. 

The  Chairman.  I  had  a  figure  here,  I  have  written  so  much 
today,  indicating  what,  $300  million  to  duplicate  what  they  have 
done  in  Florida  nationwide? 

That  was  in  California,  the  workfare  program. 

Well,  I  believe  that  would  produce  tenfold. 

Mr.  Pasden.  There  is  a  possibility  of  that. 

The  Chairman.  You  would  get  a  $2,700  million  profit  on  such  a 
program. 

You  can  look  at  your  arithmetic,  of  course,  that  is  the  way  we 
have  to  look  at  this  program  in  terms  of  appropriations. 

It  is  all  very  well  and  good  to  talk  about  human  beings,  we  are 
all  concerned  about  that,  but  as  far  as  the  concerns,  it  has  got  to  be 
a  responsible  honest  program. 

Senator  Andrews? 

Senator  Andrews.  I  look  at  your  testimony,  the  part  in  particular 
dealing  with  stolen  food  stamps,  which  amounted  to  several  million 
dollars  in  just  one  county. 

Over  in  the  House  side  we  made  a  suggestion  of  FNS  I  think  5  or 
6  years  ago,  that  when  they  issue  food  stamps,  they  do  it  much  as 
they  do  travelers  checks,  where  you  sign,  and  then  you  countersign 
when  you  go  through  the  grocery  store. 

It  was  our  feeling,  and  the  feeling  of  the  people  that  had  done 
the  investigation  for  the  House  Appropriations  Committee,  that 
this  would  eliminate  a  lot  of  the  theft  and  fraud.  Too  often  a 
person  went  in  and  applied  for  stamps  and  then  gave  that  whole 
book  to  someone  else,  who  converted  them  to  cash  and  used  them 
for  things  other  than  food. 
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What  is  your  feeling  about  this  kind  of  an  approach? 

Mr.  Pasden.  I  have  been  told  by  investigators  that  one  of  the 
biggest  problems  they  have  is  that  food  stamps  are  not  traceable. 

Once  someone  spends  them,  it  is  almost  impossible  to  go  back 
and  verify  who  spent  it,  so  signing  them  would  provide  evidence  for 
investigators,  if  they  could  locate  that  coupon  and  trace  it. 

Senator  Andrews.  Would  that  add  much  cost  to  the  program? 

We  did  not  think  it  would. 

Mr.  Pasden.  If  I  remember  right,  someone  testified  this  morning, 
I  think  it  was  the  Inspector  General,  I  am  not  quite  sure  who  it 
was,  that  signing  that — I  think  it  was  Bill  Davis  from  the  auditor 
general's  office,  suggested  this  very  revision  that  you  are  talking 
about  and  he  did  not  think  it  would  cost  very  much,  or  take  much 
more  time. 

However,  I  have  done  no  work  to  back  that  up. 

Senator  Andrews.  When  a  food  stamp  recipient  picks  up  his 
book,  he  would  have  to  sign  the  coupons.  But  the  books  are  mailed 
to  recipients  in  some  cases? 

Mr.  Pasden.  In  some  cases,  yes. 

Senator  Andrews.  It  was  then  thought  they  could  put  a  facsimi- 
ly  signature  with  the  case  number  and  with  the  picture,  much  like 
the  driver's  licenses  are  put  together  now.  That  provision  could  be 
made  a  part  of  the  new  food  stamp  authorizations,  and  they  could 
then  be  coded  with  a  serial  number  of  the  applicant.  So  they  would 
in  effect  have  the  same  tracing  capability  and  protection  against 
theft.  It  would  be  a  protection,  not  just  for  the  taxpayers  to  guard 
against  fraudulent  use,  but  it  would  be  a  protection  against  theft 
from  the  food  stamp  recipient. 

Mr.  Pasden.  The  only  drawback  I  see  to  that,  Senator,  is  that 
there  are  approximately  $800  million  worth  of  coupons  that  go  into 
circulation  each  month,  and  the  sheer  volume,  if  it  is  not  done 
right,  could  be  a  great  problem. 

The  Chairman.  But  when  a  person  makes  the  application,  they 
could  then  sign  off  on  the  original  one  in  the  checkout  counter. 

They  sure  check  when  I  sign  a  bank  check,  they  want  me  to  drag 
out  my  driver's  license  and  identify  myself  and  do  a  host  of  other 
things. 

The  same  thing  with  a  check.  It  would  not  be  anymore  work 
with  the  grocery  store  checkout  counter. 

Mr.  Pasden.  That  is  the  point  Mr.  Davis  was  making,  it  would 
not  be  anymore  work. 

Senator  Andrews.  That  is  interesting.  At  least  they  are  begin- 
ning to  think  about  it. 

The  Chairman.  I  think  we  have  a  different  mood  of  thinking.  I 
believe  we  will  see  some  creative  suggestions  to  try  to  tighten  up 
on  this  program. 

Mr.  Pasden.  Well,  there  have  been  quite  a  few  proposed  regula- 
tions that  have  come  out  since  our  report  was  issued. 

Some  of  them  would  address  the  areas  that  we  are  talking  about, 
so  there  appears  to  be  some  hope  that  the  Department  would  like 
to  make  some  strides  in  this  area. 

I  caution  that  they  are  proposals,  and  you  must  watch  them  to 
see  if  the  final  rules  are  the  same  as  what  has  been  proposed,  but 
they  look  good. 
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The  Chairman.  Well,  you  have  been  most  helpful. 

You  say  you  are  a  former  member  on  the  investigative  staff  of 
the  Senate  Appropriations  Committee? 

Mr.  Pasden.  I  am  employed  by  the  General  Accounting  Office, 
and  when  I  did  that  study,  I  was  detailed  to  the  Appropriations 
Committee. 

The  Chairman.  I  see. 

Well,  very  good. 

Thank  you  very  much. 

Mr.  Pasden.  Thank  you. 

The  Chairman.  We  have  a  panel,  Dr.  Robert  Rizek,  Director, 
Consumer  Nutrition  Center,  Science  and  Education  Administra- 
tion, USDA,  accompanied  by  Dr.  Catherine  Woteki,  Consumer  Nu- 
trition Center,  and  Betty  Peterkin,  Consumer  Nutrition  Center. 

It  is  nice  to  have  you,  and  I  appreciate  your  appearance. 

I  am  delighted  to  see  you. 

STATEMENT  OF  DR.  ROBERT  RIZEK,  DIRECTOR,  CONSUMER 
NUTRITION  CENTER,  SCIENCE  AND  EDUCATION  ADMINISTRA- 
TION, U.S.  DEPARTMENT  OF  AGRICULTURE,  ACCOMPANIED 
BY  DR.  CATHERINE  WOTEKI,  AND  BETTY  PETERKIN,  CON- 
SUMER NUTRITION  CENTER 

Dr.  Rizek.  Thank  you,  sir. 

The  Chairman.  I  assume  you  have  a  prepared  statement,  and  we 
will  of  course  include  your  statement  in  the  record. 

You  may  summarize  it.1 

Dr.  Rizek.  Very  well,  sir. 

Mr.  Chairman,  Mr.  Andrews,  the  thrifty  food  plan,  developed  by 
USDA  in  1975,  is  the  least  costly  of  the  four  USDA  family  food 
plans.  It  was  adopted  as  the  basis  for  the  coupon  allotment  for  the 
food  stamp  program,  effective  January  1976  (Federal  Register,  Vol. 
40,  No.  231 — Monday,  December  1,  1975)  and  incorporated  into  the 
Food  Stamp  Act  of  1977,  Public  Law  95-113,  approved  September 
29,  1977. 

The  TFP  is  a  research-based  set  of  economical  and  nutritious 
diets  that  reflects  insofar  as  possible  food  choices  of  households 
with  limited  food  budgets.  The  TFP  is  an  assortment  of  foods  that 
represents  as  little  change  from  average  food  consumption  of  per- 
sons in  U.S.  households  with  relatively  low  food  costs  as  was  re- 
quired to  provide  a  nutritious  diet  while  controlling  costs.  The  TFP 
specifies  the  amounts  of  foods  of  different  types  (food  groups)  that 
households  might  buy,  or  obtain  from  other  sources,  to  provide 
nutritious  meals  and  snacks  for  household  members.  In  the  plan, 
amounts  of  food  groups  are  suggested  for  men,  women,  and  chil- 
dren of  different  ages  and  for  pregnant  and  nursing  women  (table 
1).  A  plan  for  any  household  can  be  determined  by  totaling  the 
amounts  suggested  for  persons  of  the  sex  and  age  of  household 
members. 

A  four-person  household — a  man,  woman,  and  children  6-8  and 
9-11  years  of  age — is  used  by  the  Department  in  setting  food  stamp 
allotments.  This  is  not  a  typical  food  stamp  household.  USDA 
studies  have  shown  that  allotments  based  on  this  four-person 


1  See  p.  453  for  the  prepared  statement  of  Dr.  Rizek. 
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household  exceed  the  sex-age-specific  TFP  cost  for  75  percent  of 
food  stamp  households.  ^^ 

Households  following  the  TFP  may  choose  from  the  food  groups 
they  enjoy  eating.  Since  the  TFP  is  based  on  average  consumption 
patterns,  not  all  foods  in  it  are  economical.  A  food  list  for  a  family 
of  four  for  a  month  (table  2)  illustrates  the  kinds  and  amounts  of 
foods  used  in  estimating  the  cost  for  the  plan.  In  this  illustration, 
the  plan  provides  23  pounds  of  red  meat  and  7  pounds  of  poultry, 
despite  the  fact  that  chicken  is  a  more  economical  source  of  protein 
than  most  types  of  red  meat.  ^^ 

Sample  menus  for  a  week  (table  3)  show  how  foods  in  the  TFP 
can  be  combined  into  appetizing  and  nutritious  meals.  The  meals 
are  not  expected  to  suit  any  family  entirely.  However,  they  can  be 
prepared  irom  foods  typical  of  those  used  by  survey  households 
operating  on  low  budgets.  These  foods  are  generally  available  in 
stores  across  the  country.  The  amounts  of  foods  in  the  sample 
menus  that  are  served  to  family  members  will  differ  depending  on 
individual  food  needs.  For  example,  at  a  meal,  young  children  may 
eat  one-quarter  cup  of  vegetables  and  teenagers,  one-half  cup.  Gener- 
ally, servings  of  bread  and  cereals  are  generous  and  servings  of  meat, 
poultry,  and  fish  are  small.  Meals  for  a  day  for  a  man  following  the 
TFP,  on  the  average,  contain  about  1 V2  cups  of  milk,  4  to  5  ounces  of 
cooked  lean  meat  or  alternate  such  as  egg  or  legumes,  3  to  4  servings 
of  vegetables  and  fruit,  and  7  or  more  servings  of  cereal,  pasta,  and 
bread  and  other  bakery  products. 

Data  from  the  USDA  household  food  consumption  survey  1965- 
66,  the  most  recent  such  data  available  when  the  plan  was  devel- 
oped, were  used  to  develop  the  TFP.  In  developing  the  plan,  mini- 
mal changes  in  average  consumption  patterns  required  to  meet 
nutritional  and  cost  constraints  were  systematically  identified  by 
use  of  a  quadratic  programing  model.  Generally,  changes  were 
reductions  in  quantities  of  meat,  poultry,  and  fish,  fruit,  and  vege- 
tables, other  than  potatoes,  and  increases  in  quantities  of  pota- 
toes, dry  beans,  and  grain  products.  Figure  1  shows  how  food  in  the 
TFP  compares  with  average  food  consumption  patterns  for  a  four- 
person  household  from  a  more  recent  survey  conducted  in  spring 
1977. 

The  TFP  provides  for  nutritious  diets.  It  was  designed  in  1975  to 
provide  the  recommended  dietary  allowance  (RDA)  set  in  1974  by 
the  National  Academy  of  Sciences-National  Research  Council 
(NAS-NRC)  for  protein,  calcium,  iron,  magnesium,  vitamin  A,  thia- 
min, riboflavin,  niacin,  vitamin  Be,  Vitamin  B12,  and  vitamin  C.  To 
meet  their  iron  allowances,  young  children,  teenage  girls,  and 
women  of  childbearing  age  will  need  to  select  frequently  foods  that 
provide  important  amounts  of  iron,  such  as  liver,  heart,  kidney, 
economical  lean  meats,  dry  beans,  dry  peas,  dark-green  vegetables, 
dried  fruits,  cereals  with  added  iron,  and  molasses.  Such  special 
selections  are  also  necessary  for  meeting  allowances  for  iron  in  the 
more  expensive  food  plans.  Levels  of  vitamin  B6  and  magnesium  in 
the  TFP  for  a  few  sex-age  categories  were  below  the  RDA  but 
above  levels  in  usual  consumption  patterns. 

Estimates  were  not  made  of  levels  provided  by  the  plan  of  some 
nutrients  for  which  there  are  allowances.  Phosphorus  levels  were 
not  calculated  but  are  known  to  be  well  above  the  allowances  in 
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most  U.S.  diets.  The  use  of  iodized  salt  is  recommended  as  an 
efficient  way  to  supplement  dietary  iodine.  The  requirement  for 
vitamin  D  for  normal  persons  can  be  met  by  exposure  to  sunlight. 
However,  for  infants  and  elderly  persons  whose  activities  limit 
their  exposure  to  sunlight,  the  allowance  should  be  provided  in  the 
diet  by  such  foods  as  eggs,  liver,  butter,  and  milk  fortified  with 
vitamin  D  or  by  supplementation.  Insufficient  reliable  information 
was  available  on  the  content  in  foods  of  three  other  nutrients  for 
which  allowances  were  set  in  1974 — vitamin  E,  folacin,  and  zinc — 
to  make  reliable  estimates  of  levels  provided  by  the  plans. 

A  TFP  developed  to  meet  the  RDA  would  be  expected  to  provide 
generous  amounts  of  nutrients  for  most  persons.  The  NAS-NRC 
states  that  the  basis  for  the  RDA  is  such  that  "even  if  a  person 
habitually  consumes  less  than  the  recommended  amounts  of  some 
nutrients,  his  diet  is  not  necessarily  inadequate  for  those  nutri- 
ents." Although  USD  A  uses  the  RDA  as  a  standard  in  developing 
food  plans,  it  recognizes  that  failing  to  meet  the  RDA  does  not 
imply  dietary  inadequacy.  This  is  fortunate,  because  nationwide 
studies  show  that  very  few  people — rich  or  poor — have  diets  every 
day  that  meet  the  RDA  for  all  nutrients.  These  studies  also  show 
that  average  calorie  intakes  for  sex-age  categories  are  as  much  as 
25  percent  below  the  RDA  for  energy;  yet  obesity  continues  to  be  a 
national  problem. 

Fat  provides  30  to  39  percent  of  energy  in  the  TFP,  depending  on 
the  sex-age  category.  Sugars,  other  than  found  naturally  in  foods, 
in  the  plan  provide  12  to  16  percent  of  energy — less  than  levels  in 
consumption  patterns  used  as  the  basis  for  the  plan.  Cholesterol 
levels  do  not  exceed  350  mg  per  day. 

In  developing  the  plan,  the  RDA  were  increased  by  5  percent  to 
allow  for  some  discard  of  edible  food  without  jeopardizing  the  nu- 
tritional quality  of  the  diet.  The  discard  of  inedible  parts  of  food, 
such  as  excessive  fat  and  drippings  from  meat  and  poultry,  peel- 
ings and  bone,  and  losses  of  vitamins  in  cooking,  is  allowed  for  in 
the  nutritive  values  used.  Allowance  for  edible  discard  is  believed 
necessary  because  some  edible  food  is  discarded  in  most  homes  in 
the  preparation  of  food,  as  plate  waste,  or  due  to  spoilage.  House- 
hold discard  of  edible  food  of  5  to  11  percent  has  been  estimated 
from  admittedly  inconclusive  studies  of  food  waste  by  USDA  and 
the  University  of  Arizona.  Our  Center  is  funding  a  study  of  meth- 
ods for  measuring  household  food  losses  at  the  University  of  Arizo- 
na. 

U.S.  average  costs  of  foods  in  the  TFP  for  individuals  in  each  of 
the  14  sex-age  categories  and  for  selected  families  are  estimated  by 
the  Consumer  Nutrition  Center  each  month  and  released  by 
USDA.  Costs  for  the  other  three  plans — low-cost,  moderate-cost, 
and  liberal — are  also  estimated.  Average  prices  paid  for  almost 
2,000  foods  by  survey  households  with  relatively  low  food  costs  are 
used  as  basis  for  the  TFP  estimates.  Such  prices  reflect  the  assort- 
ment of  food  container  sizes  and  brands,  quality  of  food  selected, 
and  price  levels  of  stores  of  purchase  for  families  who  use  food  at 
relatively  low  cost.  Prices  are  updated  monthly  using  the  Bureau  of 
Labor  Statistics'  Consumer  Price  Index  for  the  most  detailed  food 
groupings. 
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The  September  1980  cost  for  foods  in  the  TFP  for  the  four-person 
household  ($233  per  month)  is  the  basis  for  the  food  stamp  allot- 
ment for  four-person  households  with  no  income  effective  for  the 
1981  calendar  year,  in  accordance  with  the  Food  Stamp  Act  amend- 
ments of  1980.  For  smaller  and  larger  households,  the  maximum 
allotment  is  adjusted  for  the  number  of  household  members  and  for 
economies  associated  with  buying  and  using  food  in  large  house- 
holds relative  to  small  ones. 

Many  households,  whether  or  not  they  are  eligible  for  food 
stamps,  do  not  select  nutritious  assortments  of  food.  Receipt  of 
enough  food  stamps  to  buy  the  TFP,  of  course,  will  not  assure  the 
recipient  gets  a  nutritious  diet.  Food  stamp  recipients  may  not  use 
their  stamps  to  purchase  foods  as  suggested  in  the  TFP.  They  may 
make  more  or  less  economical  and  nutritious  choices  than  those  in 
the  plan. 

The  TFP  is  but  one  of  many  combinations  of  foods  that  could  be 
developed  at  extremely  low  cost.  Amounts  of  food  groups  in  con- 
sumption patterns  could  be  changed  in  other  ways  to  provide  nutri- 
tious diets.  While  such  combinations  would  deviate  further  than 
the  thrifty  plan  from  food  consumption  patterns  as  reported  in 
1965-66,  they  might  be  as  acceptable  as  the  TFP  to  some  house- 
holds. Other  plans  at  the  same  or  lower  cost  than  the  TFP  could  be 
developed  if  selections  of  foods  within  food  groups  were  limited  to 
only  those  foods  which  are  less  expensive,  rather  than  selections 
typical  of  those  in  survey  households.  However,  for  purposes  of 
estimating  the  nutritive  value  and  the  cost  of  a  plan  for  use  nation- 
wide, average  selections  of  foods  in  food  groups  based  on  those 
made  by  survey  families  with  relatively  low  food  costs  have  been 
used. 

The  nationwide  food  consumption  survey  1977-78  provides  infor- 
mation that  shows  that  some  households  spend  at  levels  below  the 
maximum  food  stamp  allotment  level  based  on  the  cost  of  the  TFP. 
It  also  shows  that  some  households  spending  at  the  maximum 
allotment  level  used  food  that  provides  the  RDA  for  11  nutrients 
studied. 

The  TFP  was  developed  at  a  cost  below  which  10  percent  of  U.S. 
households  spent  in  1965-66.  In  1977-78,  of  over  14,000  U.S.  house- 
holds surveyed,  11.6  percent  used  food  at  home  during  the  survey 
week  valued  at  less  than  the  maximum  food  stamp  allotment  for  a 
household  of  that  size. 

The  nutritive  value  of  household  diets  was  estimated  and  com- 
pared to  the  1974  RDA  for  11  nutrients.  This  is  but  one  of  several 
measures  of  nutritional  quality  of  household  diets  that  might  be 
used.  Of  households  using  food  valued  at  the  full  food  stamp  allot- 
ment level,  9  percent  used  food  that  met  the  RDA  for  11  nutrients 
and  33  percent  used  food  that  met  80  percent  or  more  of  the  RDA 
for  11  nutrients,  as  shown  in  figure  2.  At  a  cost  level  15  percent 
above  the  allotment  level,  18  percent  of  the  household  diets  met 
the  full  RDA  and  51  percent  met  80  percent  of  the  RDA  or  more. 
At  a  cost  level  15  percent  below  the  allotment  level,  3  percent  of 
the  household  diets  met  the  full  RDA  and  16  percent  met  80 
percent  RDA  or  more.  As  discussed  earlier,  diets  that  meet  the 
RDA  would  be  expected  to  provide  generous  amounts  of  nutrients 
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for  most  persons;  and  failure  to  meet  the  RDA  for  all  nutrients 
does  not  imply  dietary  inadequacy. 

Table  4  shows  the  average  money  value  of  food  per  person  per 
week,  for  five  groups  of  households,  by  income  reported  in  the 
spring  of  1977.  The  three  lowest  income  groups  had  money  values, 
on  the  average,  that  were  about  the  same.  It  appears  that  differ- 
ences in  food  costs  among  households  within  an  income  group  are 
larger  than  differences  among  income  groups,  and  that  food  costs 
may  be  related  less  to  household  income  than  to  other  factors. 
Factors  affecting  the  cost  and  nutritional  quality  of  diets  of  low- 
income  households  are  being  studied  under  contract  with  the  Uni- 
versity of  Missouri. 

Since  TFP  was  developed  in  1975,  new  information  has  become 
available  on  food  consumption  and  food  prices  of  households — 
nationwide  food  consumption  survey  1977-78 — on  nutritional 
goals — 1980  recommended  dietary  allowances  and  other  dietary 
standards — and  on  the  content  of  several  additional  nutrients  in  an 
increasing  number  of  foods.  USDA  is  now  using  this  new  informa- 
tion to  evaluate  and  revise  the  thrifty  food  plan  as  well  as  the 
other  more  costly  plans. 

The  Chairman.  OK. 

You  were  not  here  this  morning.  GAO  testified  that  the  current 
thrifty  food  plan  value  overcompensated  75  percent  of  the  house- 
holds, and  undercompensated  another  25  percent. 

Would  you  say  that  you  perhaps  could  better  serve  the  true 
needs  of  food  stamp  recipients,  if  you  tried  to  use  individualized 
allotments  to  reflect  the  age  and  sex  of  different  households,  is  that 
workable? 

Dr.  Rizek.  That  was  proposed  in  1975,  and  of  the  several  thou- 
sand responses  that  were  received  by  the  Department,  most  of 
them,  turned  that  down,  because  it  would  have  resulted  in  lower 
allotment  levels  for  elderly  households,  and  for  families  with  young 
children.  It  would  have  increased  the  allotment  levels  for  those 
households  with  teenage  boys.  I  believe  that  the  Food  and  Nutri- 
tion Service  felt  it  would  also  increase  the  administrative  burden. 

It  could  be  done,  sir,  the  table  and  the  record  shows  we  have 
costs  for  each  sex-age  group. 

The  Chairman.  All  right.  It  might,  but  I  think  the  real  question 
is  what  would  offset  that,  and  to  what  extent. 

It  is  an  interesting  thing  to  consider. 

Well,  I  appreciate  your  testimony,  I  wish  I  had  some  other  ques- 
tions, but  I  do  not. 

I  thank  you  for  coming.  I  thank  you  all  for  your  patience. 

Dr.  Rizek.  Thank  you. 

The  Chairman.  Now  we  have  Curt  Clinkscales,  National  Alli- 
ance of  Senior  Citizens,  and  James  Hacking,  assistant  legislative 
counsel  for  Federal  legislation,  American  Association  of  Retired 
Persons. 

Will  you  identify  yourselves  for  the  record,  and  your  prepared 
statement  will  be  included  as  a  part  of  the  record,  and  you  can 
summarize  as  you  see  fit,  and  as  I  mentioned,  I  thank  you  for  your 
patience. 

It  has  been  a  long  afternoon  for  you,  I  know,  and  we  just  have  to 
do  the  best  we  can. 
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STATEMENT  OF  CURT  CLINKSCALES,  NATIONAL  DIRECTOR, 
NATIONAL  ALLIANCE  OF  SENIOR  CITIZENS 

Mr.  Clinkscales.  Thank  you.  I  am  Curt  Clinkscales  III,  national 
director  of  the  National  Alliance  of  Senior  Citizens.  It  is  a  pleasure 
for  us  to  be  called  upon  to  testify  before  you  today. 

First,  I  would  like  to  point  out  that  our  membership  is  over- 
whelmingly in  favor  of  the  President's  program,  and  hopes  that  we 
shall  see  it  rapidly  approved  by  the  Congress  as  a  firm  starting 
point  in  the  national  drive  to  halt  inflation,  stimulate  growth  in 
our  economy  and  end  the  march  toward  Government  intervention 
into  our  lives. 

The  National  Alliance  of  Senior  Citizens  (NASC)  is  extremely 
proud  of  the  conscious  desire  of  the  American  people  to  see  their 
fellow  citizens  who  cannot  fend  for  themselves  given  an  adequate 
diet.  No  people  on  Earth  care  more  for  their  own,  or  others  in  the 
world,  than  the  American  people,  but  there  are  limits  to  our  ability 
to  help. 

Those  limits  are  real,  and  they  can  be  established  without  harm- 
ing the  truly  needy  if  we  act  today.  If  the  vital  changes  which  have 
been  proposed  are  not  made,  I  fear  that  the  day  will  dawn  when 
the  American  taxpayer  will  no  longer  be  willing  to  pay  to  feed  the 
less  fortunate. 

None  of  us  likes  to  be  a  sucker,  or  to  be  taken  for  a  fool,  but  with 
the  proliferation  of  food  stamps  and  other  forms  of  galloping  wel- 
fare, all  working  Americans  and  their  taxpaying  counterparts  in 
the  retirement  aged  community  are  being  fleeced  by  people  who 
are  neither  deserving  of  help,  nor  willing  to  do  their  own  part  in 
caring  for  themselves. 

It  is  beyond  my  comprehension  how  reasonable  people  could  not 
recognize  that  a  program  that  has  grown  exponentially  from  a 
$3,725,000  project  in  1961  to  a  behemoth  monster  with  a  budget  of 
more  than  $11  billion  in  1981  is  not  totally  out-of-control  and 
crying  for  reform. 

In  addition  to  that  startling  figure,  which  represents  a  growth  of 
3,000  times  in  20  years,  those  collecting  this  welfare  have  skyrock- 
eted from  15  million  people  to  over  22  million  people  in  only  3 
years. 

Food  stamps  cannot  be  discussed  without  someone  raising  the 
specter  of  people  being  forced  to  starve.  Reducing  the  food  stamp 
program  would  not  result  in  hungry  people. 

There  are  millions  of  Americans  who  are  malnourished,  but  not 
out  of  hunger.  No,  they  are  either  uneducated  on  diet  selections,  or 
do  not  care  enough  to  eat  properly.  Food  stamps  make  little  differ- 
ence in  this. 

There  is  a  dangerous  and  totally  flawed  way  of  thinking  that  has 
become  pervasive  among  many  Americans.  It  is  that  "the  Govern- 
ment owes  me."  We  find  it  among  many  in  the  senior  population 
who  totally  depend  on  Government  for  their  life  sustenance,  but  we 
also  find  it  growing  among  even  the  youngest  people  in  America. 
They  are  quickly  learning  that  working  for  a  living,  earning  their 
own  way,  trying  to  get  ahead  is  the  hard  way  to  live.  Rather  than 
struggle  with  work,  they  are  simply  doing  nothing,  riding  on  the 
"Government"  gravy  train. 
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This  is  the  mindset  which  grew  up  around  the  liberal  ideal  of 
"entitlements,"  the  misconception  that  everyone  has  a  right  to  all 
forms  of  welfare  and  Government  largess. 

Budget  Director  David  Stockman  recently  put  this  entitlements 
question  into  proper  perspective,  saying  on  ABC's  "Issues  and  An- 
swers": 

I  don't  believe  that  there  is  any  entitlement,  any  basic  right  to  legal  services  or 
any  other  kinds  of  services,  and  the  idea  that's  been  established  over  the  last  10 
years  that  almost  every  service  that  someone  might  need  in  life  ought  to  be 
provided,  financed  by  the  Government  as  a  matter  of  basic  right,  is  wrong.  We 
challenge  that.  We  reject  that  notion. 

So  do  we  at  the  National  Alliance  of  Senior  Citizens.  The  Ameri- 
can people  are  generous,  and  no  one  I  am  aware  of  wishes  to  see 
people  starve,  but  we  must  end  this  runaway  program's  free  lunch 
promotion  if  we  are  to  be  sure  we  can  protect  the  genuinely  needy 
in  the  future. 

The  President's  plan  provides  a  basic  beginning  point  for  cutting 
back  on  the  growth  of  this  program.  It  should  be  viewed  as  just 
that,  however,  a  starting  point,  and  not  the  total  solution. 

The  President's  proposal  to  eliminate  the  overlap  between  the 
food  stamp  outlays  and  school  lunch  subsidies  is  a  needed  recogni- 
tion of  reality.  All  members  of  families  do  not  eat  all  meals  at 
home,  especially  those  where  school  children  attend  classes  all  day. 
In  fact,  2.8  million  families  on  food  stamps  have  6.8  million  chil- 
dren in  schools  where  meals  are  taken  at  lunch. 

Elimination  of  this  overlap  would  save  taxpayers  a  purported 
$500  million,  and  would  do  nothing  to  interfere  with  children 
eating. 

I  urge  this  committee  to  consider  the  working  American,  and 
those  who  are  retired  but  still  pay  taxes  on  their  incomes.  They 
should  never  be  forced  to  pay  for  a  meal  more  than  once. 

The  proposed  limiting  of  eligibility  to  families  with  annual  in- 
comes of  less  than  130  percent  of  the  poverty  level — which  would 
amount  to  a  total  of  $10,985  for  a  family  of  four  in  1981 — is  a  step 
in  the  right  direction,  but  not  far  enough. 

I  am  not  speaking  of  a  large  percentage  of  those  presently  taking 
the  stamps,  but  of  a  significant  number  nonetheless.  It  is  particu- 
larly important,  however,  because  of  the  fact  they  are  not  in  need. 
Any  of  us  could  enjoy  receiving  food  to  those  who  are  not  the 
neediest  in  society,  unable  to  fend  for  themselves. 

Yes,  they  may  have  to  forego  a  visit  to  the  family,  a  TV  set  or 
some  other  nonessential  part  of  life,  can  be  bought  by  these  people. 

In  his  fine  book,  "A  Time  for  Truth",  former  Secretary  of  the 
Treasury,  William  E.  Simon,  wrote  some  of  the  finest  guidance  and 
advice  I  ve  ever  read,  and  I  would  like  to  share  it  with  this  commit- 
tee now: 

Stop  asking  the  Government  for  "free"  goods  and  services,  however  desirable  and 
necessary  they  seem  to  be.  They  are  not  free.  They  are  simply  extracted  from  the 
hide  of  your  neighbors — and  can  be  extracted  only  by  force.  If  you  would  not 
confront  your  neighbor  and  demand  his  money  at  the  point  of  a  gun  to  solve  every 
new  problem  that  may  appear  in  your  life,  you  should  not  allow  the  Government  to 
do  it  for  you.  Be  prepared  to  identify  any  politician  who  simultaneously  demands 
your  "sacrifices"  and  offers  you  "free  services"  for  exactly  what  he  is:  An  egalitar- 
ian demagogue.  This  one  insight  understood,  this  one  discipline  acted  upon  taught 
by  millions  of  Americans  to  others  could  do  more  to  further  freedom  in  American 
life  than  any  other. 


Digitized  by 


Google 


206 


Providing  food  stamps  to  those  who  are  not  needy  is  a  clear 
example  of  this  type  of  extracting  from  the  neighbor,  and  not  a 
program  that  fills  the  desire  of  most  Americans  to  help  those  who 
are  less  fortunate. 

For  much  the  same  reason  as  I  have  just  outlined,  NASC  strong- 
ly supports  the  President's  proposal  to  halt  increases  in  income 
deductions  for  determining  eligibility.  This  computation  expansion 
is  yet  another  way  to  expand  the  scope  and  utilization  of  the  food 
stamp  program. 

It  must  be  recalled  that  food  stamps  are  by  their  very  nature 
inflationary.  They  create  demand,  but  do  nothing  to  stimulate 
supplies. 

Add  to  the  number  of  persons  who  are  paying  their  food  bills 
with  food  stamps  increases  demands  on  food  supplies,  thus  driving 
up  the  cost  of  living  for  all  consumers,  including  those  on  food 
stamps.  Thus,  this  unwarranted  expansion  of  food  stamps  is  yet 
another  way  Government  is  causing  inflation. 

The  President's  request  for  added  emphasis  on  cracking  down  on 
waste  and  fraud  in  food  stamps  is  needed  both  for  the  savings  in 
the  program  such  a  crackdown  would  bring,  and  for  the  real  reduc- 
tion in  the  inflationary  effects  food  stamps  have  on  our  supermar- 
ket purchases. 

NASC  hopes  this  is  more  than  just  window  dressing,  but  is  a 
realistic  program  that  emulates  the  President's  record  in  Califor- 
nia, where  the  needy  were  better  off,  and  the  non-needy  were 
eliminated. 

The  purpose  of  the  food  stamp  program  is  to  supplement  the  food 
purchasing  power  of  low-income  households  and  individuals  to  a 
point  where  they  can  afford  a  minimally  nutritious  diet. 

I  want  to  break  and  tell  you  that  this  gentleman  from  Florida 
today  put  this  idea  of  waste  and  fraud  into  its  real  perspective. 

It  is  the  most  succinct  manner  I  have  ever  heard  it  expressed. 

I  have  myself  experienced  times  when  I  have  seen  people  much 
better  able  to  afford  food  buy  cornbeef  hash  while  the  food  stamp 
recipient  bought  steaks.  It  is  a  situation  where  I  work  and  pay 
taxes,,  and  I  was  a  little  bit  bitter  about  it,  I  must  admit.  This  type 
of  thing  causes  people  to  be  resentful. 

In  addition  to  the  President's  proposals,  NASC  feels  the  goals  of 
this  program  can  be  more  than  adequately  met  by  eliminating 
many  others  who  are  recipients  of  food  stamps. 

Those  persons  include  strikers,  college  students,  people  who 
refuse  to  work,  and  those  who  earn  more  than  $5,200  a  year  with 
dependents. 

We  further  favor  the  reinstitution  of  the  purchase  requirement, 
which  was  eliminated  with  the  Food  and  Agriculture  Act  of  1977. 
Those  who  rallied  for  this  change  at  that  time  claimed  it  would 
remove  barriers  to  using  food  stamps,  reduce  administrative  costs 
and  end  vendor  abuses. 

They  certainly  were  correct  about  removing  barriers  as  evidence 
by  the  astronomical  jump  in  participation.  People  jumped  on  the 
wagon  in  a  headlong  rush  to  get  something  for  nothing — the  surest 
possible  prescription  for  the  wildest  possible  abuse. 

Any  administrative  costs  saved  by  eliminating  the  purchase  re- 
quirement were  quickly  consumed  by  the  need  for  handling  the 
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new  waves  of  food  stamp  clients,  and  the  outrageous  rise  in  the 
total  cost  of  the  program. 

Vendor  abuses,  which  were  uncovered  in  1975  as  widespread, 
would  have  been  more  appropriately  handled  by  stiff  fines  and 
criminal  fraud  penalties  than  the  wholesale  dumping  of  the  pro- 
gram. 

Reinstituting  the  purchase  requirement  for  all  but  the  truly 
needy  would  be  a  strong  step  toward  controlling  the  growth  of  the 
program.  NASC  feels  there  should  be  certain  exceptions  made  to 
this  step,  but  it  would  be  most  positive  for  improving  the  system. 

Another  phase  of  the  food  stamp  program  which  cries  out  for  the 
cutting  table  is  the  so-called  "outreach"  program.  The  purpose  of 
the  food  stamp  program  is  to  provide  basic  nourishment  for  the 
needy,  not  to  sponsor  expensive  and  ridiculous  ad  campaigns  to 
enroll  even  more  people  into  this  already  bloated  and  obese  pro- 
gram. 

It  is  unconscionable  that  the  Department  of  Agriculture  could 
interpret  the  food  stamp  law  to  require  them  to  provide  such 
things  as  telephone  hotlines,  films,  media  extravaganzas,  radio  and 
TV  ads  and  other  means  to  corral  new  persons  into  the  food  stamp 
program. 

I  personally  saw  one  of  their  ads  which  particularly  outraged  me. 
Last  year  while  aboard  a  subway  train  in  New  York  City,  I  was 
astonished  to  see  the  food  stamp  ad  which  adorned  the  headliner 
position  of  the  transit  car.  It  pictured  two  extremely  affluent- 
looking  young  ladies  in  a  rather  lavish  apartment  setting  in  New 
York.  The  headline  told  them  that  they,  too,  might  be  eligible  for 
food  stamps. 

This  provision  has  clearly  outlived  any  possible  purpose.  Of 
course,  there  are  now  provisions  in  place  which  allow  for  food 
stamps  recipients  to  dine  out.  Because  this  provision  was  added 
under  the  auspices  of  aiding  the  elderly,  I  feel  it  necessary  that  it 
be  given  our  close  scrutiny. 

There  are  meals  on  wheels,  meals  at  senior  centers,  meals  in 
subsidized  housing,  meals  in  apartments  occupied  primarily  by  the 
elderly  and  even  meals  provided  by  nonprofit  organizations. 

But  added  to  this  is  a  provision  that  allows  food  stamp  recipients 
to  use  the  coupons  for  meals  in  restaurants  which  give  discounts  to 
over-60  persons. 

It  is  one  thing  to  provide  meals  for  those  who  cannot  prepare 
their  own  meals  due  to  infirmity,  or  to  provide  for  congregational 
feeding  with  the  coupons,  but  to  have  State  food  stamp  administra- 
tors setting  up  contract  agreements  with  restaurants  is  an  ex- 
tremely expensive  proposition,  and  one  which  is  clearly  unneces- 
sary. 

Restaurant  meals  are  extremely  expensive,  even  with  a  discount. 
They  cost  far  more  than  the  in-home  meals  which  are  to  be  paid 
under  the  program,  thus  assuring  when  the  money  runs  out,  de- 
mands will  go  out  for  more  and  more  money  to  pay  for  this  "serv- 
ice/' 

The  NASC  strongly  supports  ending  this  provision  immediately 
before  it  becomes  yet  another  entitlement  for  the  food  stamp  clien- 
tele. Herculean  efforts  have  been  made  to  provide  for  the  elderly, 
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the  handicapped  and  the  blind,  but  this  one  is  just  too  costly,  and 
the  need  does  not  justify  the  expenditures  required. 

This  committee  has  the  responsibility  to  the  American  people  to 
assure  we  are  not  foolishly  giving  away  from  the  needs  of  our  own 
families  to  pay  for  those  who  are  not  truly  needy. 

The  suggestions  the  President  has  made  are  a  fine  start  in  this 
direction.  The  added  direction  outlined  in  this  testimony  would 
take  the  Nation  a  quantum  step  toward  a  responsible  program  to 
feed  the  poor  while  guaranteeing  others  would  not  abuse  the  gener- 
osity of  our  people. 

I  urge  your  consideration  of  these  proposals,  and  the  approval  of 
the  entire  package  the  President  has  presented. 

Thank  you. 

The  Chairman.  Thank  you,  Mr.  Clinkscales. 

STATEMENT  OF  JAMES  HACKING,  ASSISTANT  LEGISLATIVE 
COUNSEL  FOR  FEDERAL  LEGISLATION,  AMERICAN  ASSOCI- 
ATION OF  RETIRED  PERSONS 

Mr.  Hacking.  Thank  you.  I  am  here  representing  the  American 
Association  of  Retired  Persons,  as  well  as  the  National  Retired 
Teachers  Association.  These  two  organizations  are  the  largest  orga- 
nizations representing  the  elderly. 

They  have  a  collective  membership  now  well  in  excess  of  12  V4 
million  people  age  55  and  older. 

Accompanying  me  is  my  colleague,  Mrs.  Messer. 

Since  my  prepared  statement  is  to  be  made  a  part  of  the  record,  I 
shall  simply  summarize  my  remarks.1 

The  Chairman.  Let  me  say  to  you,  sir,  ma'am,  I  know  it  has 
been  a  long  afternoon  for  you,  and  I  appreciate  your  patience. 

Mr.  Hacking.  We  admire  your  fortitude  and  endurance. 

I  would  like  to  begin  by  saying  that,  as  indicated  by  every 
measure  available  to  us,  inflation  is  clearly  the  chief  concern  of  the 
elderly.  The  high  and  sustained  inflation  rate  that  has  been  rising 
for  well  over  a  decade  and  now  is  at  double-digit  levels,  is  rapidly 
eroding  the  purchasing  power  of  the  income  of  the  elderly. 

It  is  also  rapidly  wiping  away  the  value  of  the  assets  these  people 
accumulated  during  their  working  years  and  put  aside,  to  provide 
themselves  with  some  kind  of  income  supplementation  during  old 
age.  Now,  according  to  the  last  statistics  available,  the  inflation 
rate  has  begun  to  drive  up  the  incidence  of  poverty  among  the 
elderly. 

This  is  a  reversal  of  the  prior  trend  under  which  the  incidence  of 
poverty  had  been  declining  since  the  sixties.  In  1979  the  figures 
show  the  incidence  jumped  considerably— a  full  1.2  percent.  This 
was  the  largest  increase  in  poverty  ever  recorded  for  any  popula- 
tion group  since  the  Census  Bureau  started  keeping  statistics  on 
poverty.  We  think  it  is  clear  that  the  effect  of  inflation  on  the 
elderly  is  quite  serious.  It  is  no  wonder  that  it  is  their  chief 
concern.  At  the  same  time,  it  is  also  important  to  note  that  the 
elderly's  dependence  on  Government  programs  is  increasing  dra- 
matically and  in  view  of  the  demographic  shift  taking  place  in 
population,  that  is  a  very  ominous  trend. 


'  See  p.  461  for  the  prepared  statement  of  Mr.  Hacking. 
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The  high  rate  of  inflation,  in  conjunction  with  other  related 
economic  trends,  such  as  the  high  and  rising  rate  of  unemployment 
is  driving  up  the  cost  of  the  Government  programs,  adding  people 
to  the  rolls  and  curtailing  the  real  rate  of  growth  in  the  resources 
needed  to  fund  those  programs.  This  is  all  ominous. 

The  food  stamp  programs  cost  is  a  typical  example.  It  is  rising 
uncontrollably.  A  1-percent  increase  in  the  unemployment  rate 
adds  millions  of  people  to  the  rolls  at  a  cost  of  $580  million  a  year. 

A  1-percent  increase  in  food  prices  adds  $148  million  a  year  to 
program  costs.  These  increases  are  quite  dramatic,  and  are  reflec- 
tive of  what  is  happening  across  the  board  in  all  of  the  programs 
including  social  security. 

Clearly  the  rate  of  inflation  has  to  be  brought  down,  and  it  has 
to  be  kept  down.  Moreover,  these  other  related  economic  trends 
have  to  be  reversed  if  we  are  going  to  be  able  to  make  ends  meet. 

The  associations  have  for  a  number  of  years  been  supporting  a 
comprehensive  anti-inflation  program  that  would  bring  the  rate 
down  and  keep  it  down.  One  of  the  elements  that  must  be  included 
in  such  a  program  if  it  is  going  to  be  effective,  is  the  bringing  into 
balance  of  the  Federal  budget  and  maintaining  that  balance  over 
the  business  cycle.  . 

This  will  not  solve  the  inflation  problem  by  itself,  but  it  is 
certainly  something  that  must  be  done  if  we  are  ever  going  to 
bring  the  inflation  rate  under  control. 

We  are  pleased  with  and  very  supportive  of  congressional  scruti- 
ny of  all  Government  programs  to  bring  program  costs  under  con- 
trol; however,  we  would  urge  all  the  committees  with  jurisdiction 
over  the  various  programs  to  be  sensitive  to  the  varing  sets  of  facts 
and  circumstances  of  the  different  categories  of  beneficiaries  of 
these  Government  programs.  We  ask  you  to  try  not  to  leave  people 
without  options. 

With  regard  to  the  food  stamp  program,  we  would  like  to  single 
out  three  items  which  will  adversely  affect  elderly  households. 

I  think  the  most  important  is  the  proposed  switch  to  the  130 
percent  gross  income  eligibility  standard.  The  new  standard  is  a 
very  inflexible  one.  It  would  not  allow  those  expenditures  that  the 
elderly  have  for  medical  expenses  and  fuel  and  utilities  of  shelter 
costs  that  occupy  large  shares  of  the  typical  elderly  household 
budget  to  be  taken  into  account  in  determining  eligibility. 

We  would  hope  that,  at  least  the  case  of  elderly  headed  house- 
holds, you  could  preserve  and  maintain  the  "net  income"  standards 
used  in  determining  eligibility  under  the  current  program. 

There  is  another  aspect  to  any  switch  to  the  new  gross  income 
standard  for  eligibility  coupled  with  the  retention  of  the  existing 
deductions  in  determining  program  benefit  allotments.  We  think 
very  serious  '  'notch' '  problems  will  occur  and  that  we  think  will  be 
unfortunate. 

The  other  proposals  which  will  have  adverse  impacts  on  the 
elderly  will  be  the  freezing  of  the  standard  deduction  and  the 
repeal  of  the  rollback  of  the  medical  expense  deduction  threshold. 

We  do  not  have  accurate  estimates  on  how  many  elderly  house- 
holds will  be  affected  by  these  proposed  changes,  but  we  think  the 
number  will  be  significant. 
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I  would  like  to  point  out  to  you,  Senator,  that  these  kinds  of 
impacts,  to  the  extent  they  cause  some  elderly  households  to  suffer, 
will  leave  them  without  recourse.  You  must  keep  in  mind  that  the 
elderly  do  not  have  access  to  wage  income  to  compensate  them- 
selves, and  because  most  elderly  do  not  have  any  income  tax  liabili- 
ty, they  will  not  benefit  from  any  tax  cuts  enacted  by  the  Congress. 
We  therefor  hope  that  in  developing  a  package  of  program  curtail- 
ments, you  keep  these  points  in  mind  and  look  very  closely  at  what 
the  impacts  of  proposed  changes  will  be  on  various  program  benefi- 
ciaries. 

The  issue  of  providing  cash  in  place  of  food  stamps  was  raised 
earlier.  I  would  indicate  our  associations  have  long  supported  cash- 
ing out  food  stamps.  Three  States  are  doing  this  now.  We  know  the 
extent  of  participation  in  the  food  stamp  program  on  the  part  of 
the  elderly  has  been  rather  low,  although  it  increased  dramatically 
as  a  result  of  the  1977  amendments.  Nevertheless,  cashing  out  food 
stamps  could  be  very  costly  unless  it  is  done  in  the  context  of 
comprehensive  welfare  reform. 

We  hope  this  Congress  will  get  around  to  taking  a  look  at  com- 
prehensive welfare  reform. 

That  concludes  my  remarks,  Senator.  I  thank  you  for  giving  me 
the  opportunity  to  present  them. 

The  Chairman.  Thank  you,  all  three,  for  coming.  You  have  been 
very  helpful. 

Now,  it  is  entirely  possible  that  one  or  more  Senators  who 
wanted  to  be  here  were  not  able  to  be  here  because  of  committee 
conflicts,  so  we  may  contact  you  in  writing  for  any  questions,  and  I 
would  hope  that  you  would  be  willing  to  respond  to  any  questions 
they  may  have. 

Thank  you  very  much. 

Now  we  have  another  patient  lady,  Sharleen  Hemming  of  the 
Chicana  Forum. 

You  have  been  here  since  when,  2  o'clock? 

STATEMENT  OF  SHARLEEN  MALDONADO  HEMMING, 
CHAIRLADY,  BOARD  OF  DIRECTORS,  CHICANA  FORUM 

Ms.  Hemming.  10:30. 

My  name  is  Sharleen  Maldonado  Hemming,  and  I  am  the  chair- 
lady  of  the  board  of  directors  of  the  Chicana  Forum. 

The  Chicana  Forum  is  pleased  to  present  our  recommendations 
and  observations  concerning  the  effectiveness  of  food  stamps  in 
upgrading  the  quality  of  life  for  Mexican-American  women  and 
their  families. 

Our  association  is  a  closely  knit  group  of  women  who  have 
worked  for  the  last  10  years  ardently  on  behalf  of  the  economic 
development  and  stabilization  of  Hispanic  families. 

We  are  primarily  focused  on  the  2,000-mile  strip  referred  to  as 
the  southwest  border  with  Mexico,  the  motherland  to  the  entire 
Southwest. 

Our  networks  are  extensive  and  our  commitment  to  Hispanic 
consumers  threads  through  these  sometimes  informal  networks. 

As  Americans  proud  of  the  cultural  and  historical  contribution  of 
Mexican  heritage  within  the  fabric  of  this  country,  we  question  the 
logic  of  a  food  stamp  program  for  poverty  communities.  I  am 
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continually  told  by  members  of  radical  nonprofit  civil  rights  orga- 
nizations that  we  are  a  poor  group  of  people  who  suffer  severe 
health  and  nutritional  problems. 

I  listen  to  prominent  black  leaders  umbrella  us  under  the  term 
minority — because  that  means  a  larger  grant — and  then  dare  to 
speak  about  our  problems  and  issues.  Many  feminist  organizations, 
such  as  the  National  Organization  of  Women  or  the  National  Coun- 
cil of  Working  Women  or  the  National  Council  of  Neighborhood 
Women,  use  the  common  denominator  of  women  to  speak  for  us — 
causing  great  friction  for  us  with  our  male  colleagues. 

It  was  they  who  took  the  term  "machismo"  and  made  it  ugly — 
never  realizing  what  it  meant  to  Hispanic  women  and  Hispanic 
mothers.  Their  contracts  with  Federal  agencies  tell  us  we  are  op- 
pressed and  that  we  have  little  hope  for  economic  gain.  Well, 
perhaps  it  is  good  that  they  don't  speak  much  Spanish.  My  80-year- 
old  grandmother  would  be  very  upset  to  learn  she  broke  the  rules. 

It  is  time  for  you,  Mr.  Chairman,  and  your  colleagues  in  the 
Senate  to  understand  that  continuing  programs  based  on  a  welfare 
concept  will  cripple  the  solidarity  of  the  Mexican-American  com- 
munity. The  Chicano,  or  Mexican  heritaged,  family  is  the  most 
valuable  resource  we  Hispanic  women  share.  We  are  a  deeply 
religious  and  hard-working  community,  with  a  strong  land  base  in 
the  Southwest  economy.  Mexican-American  women  have  twice  as 
many  children  but  one-tenth  the  divorces  that  non-Hispanic 
women  show  statistically  in  this  country. 

We  have  the  youngest  median  age  and  the  least  formal  educa- 
tion, we  do  pull  together,  and  we  pool  our  family  resources  togeth- 
er in  a  way  which  many  of  you  here  today  may  have  forgotten. 

Our  businesses  are  small  but  according  to  the  Small  Business 
Administration,  the  most  successful.  The  family-operated  restau- 
rants and  grocery  stores  have  maintained  the  personalized  and 
culturally  charming  profile  of  our  neighborhoods,  for  example. 

Large  families  still  work  for  us.  We  care  for  our  elderly  and  for 
our  less  fortunate  as  part  of  the  family  concept. 

Welfare  programs,  such  as  food  stamps,  work  against  this  impor- 
tant factor  in  our  cultural  and  economic  stabilization. 

The  past  administration  conducted  surveys  as  to  why  Hispanics 
do  not  take  advantage  of  existing  welfare  programs — including  food 
stamps  and  health  care. 

The  results  were  well-publicized  at  many  Chicano  and  Hispanic 
conferences.  The  audiences  were  told  that  there  was  ineffective 
outreach.  The  recommendations  were  to  establish  capacity-building 
programs  for  new  and  old  grantees — to  build  a  system  of  expertise 
in  getting  welfare — to  train  our  people  to  be  the  best  users  in  this 
highly  technical  and  professional  field,  welfare. 

Well,  this  poverty  philosophy  is  formally  rejected  by  this  associ- 
ation. You  are  training  our  youngsters  to  have  bleeding  hearts  and 
to  think  of  themselves  as  helpless  and  condemned.  Better  that  they 
are  hungry,  but  brave;  poor,  but  full  of  potential  and  promise.  The 
Government  has  no  right  to  interfere  in  our  family  structure  this 
way.  As  it  stands,  the  Government  food  stamp  program  will  contin- 
ue to  fail  in  its  objective  to  facilitate  life  for  lower  income  families. 
It  is  totally  the  wrong  approach. 
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Instead  of  giving  us  food  stamps,  give  us  credentialed  consumer 
profiles  and  nutritional  surveys  which  are  culturally  relevant — a 
simple  data  indexing  achievement.  This  we  can  use  at  the  bank  to 
justify  services  and  businesses  which  will  employ  Hispanics,  build 
the  economy,  and  keep  our  food  products  processed  domestically 
instead  of  abroad. 

Here  in  D.C.  is  a  section  off  Columbia  Road  referred  to  as  the 
Latino  Quartre  by  Hispanics.  Many  of  you  know  it  as  Adams- 
Morgan.  The  many  small  restaurants  and  markets  are  thriving — in 
a  manner  well-known  along  the  Southwest  border.  The  foods  are 
prepared  in  restaurants  from  imported  items,  mostly,  and  the  little 
markets — as  well  as  the  big — carry  mostly  foreign  products  cater- 
ing to  the  Hispanic  diet.  This  is  ridiculous.  Wouldn't  it  make  more 
sense  for  this  committee  to  counter  the  trade  deficit  experienced  in 
food  products  from  Latin  America  among  Hispanic  households? 
Why  should  food  stamps  subsidize  these  foreign-processed  products? 

There  is  no  proof  that  food  stamps  guarantee  nutritional  quality, 
timely  meals,  cost-effective  planning,  or  better  grades  in  school. 
Indeed,  nutritional  studies  by  the  National  Institute  of  Health 
research  division  show  us  to  be  overfed.  How  many  of  us  are  on 
diets  today?  While  there  has  never  been  any  specific  data  on  His- 
panic-U.S.  nutrition,  expertise  from  the  Pan  American  Health  Or- 
ganization and  the  U.S./Mexico  Border  Health  Association  have 
viewed  the  most  pressing  border  State  issues  for  Hispanics. 

They  do  not  feel  nutrition  to  be  a  major  health  factor  along  the 
border  areas  of  the  Southwest.  Indeed,  there  is  every  sign  that  the 
poverty  level  of  Hispanic  households  can  claim  surprising  nutri- 
tional merit  in  their  menus. 

There  is  a  lot  to  be  said  for  beans  and  the  high  vitamin  C 
content  of  chile. 

There  are  options  other  than  food  stamp  programs  which  offer 
superior  benefits  for  the  families,  neighborhoods,  and  health  of  the  ' 
mentally  and  physically  disabled — for  those  who  are  unable  to 
survive  without  assistance. 

Many  elderly  and  disabled  live  in  areas  where  there  are  small 
cafes  and  neighborhood  business  corners.  These  individuals  require 
meals  at  strange  hours  sometimes  due  to  medication — and  immedi- 
ately. Often  they  just  cannot  plan  a  meal  and  cook  it.  Food  stamps 
are  a  waste  for  these  people.  Much  better  is  a  credit  system  for 
small  businesses  feeding  meals  to  these  people. 

Many  families  find  that  food  stamps  and  other  subsidies  still  do 
not  relieve  them  of  the  expense  of  providing  shelter,  crisis  counsel- 
ing, and  emergency  meals  for  disabled  and  fiesty  elderly.  Where 
are  their  tax  benefits  for  bailing  out  an  unproductive  program  that 
they  pay  for?  Perhaps,  this  option  should  be  reviewed. 

I  have  a  100-percent  Vietnam  veteran  brother,  and  I  have  ob- 
served the  problems  in  the  Veterans  Administration,  of  the 
abuses,  the  waste  in  the  food  stamp  program,  and  I  sure  wish  you 
would  have  oversight  hearings  on  the  Veterans  Administration.  I 
will  be  there  in  all  my  glory. 

The  Veterans  Administration  and  other  similar  agencies — in- 
cluding local  and  State  level,  often  participate  in  the  food  stamp 
program  with  the  mentally  disabled — knowing  full-well  that  the 
program  will  be  abused  and  even  useless.  Surely,  these  profession- 
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als  can  use  their  energies  to  be  less  wasteful  and  more  practical  in 
their  assistance. 

In  conclusion,  allow  me  to  restate  the  need  for  a  new  approach  to 
the  Mexican  community  which  so  greatly  influences  the  Southwest. 
We  continue  to  reject  Federal  intervention  in  our  lives  and  in  our 
household.  We  are  a  hard  working  and  dedicated  people.  As  land- 
owners, regardless  of  income  levels,  we  voted  5  to  1  in  favor  of 
proposition  13  in  the  State  of  California.  That  would  double  the 
non-Hispanic  vote — and  social  welfare  programs  constituted  the 
biggest  argument  against  proposition  13.  It  is  our  small  business 
economy  that  continues  to  sustain  the  Mexican-American  worker — 
and  food  stamps  are  a  departure  from  this  economy's  ripe  heritage. 
We  are  willing  to  share  the  strength  of  our  cultural  blessing — the 
tradition  of  a  strong  family  unit.  Thank  you,  Mr.  Chairman,  for 
your  attention  and  for  your  continuing  interest  in  the  progress  of 
the  Mexican-American  mother,  her  family  and  her  country — the 
USA,  gracias. 

The  Chairman.  Well,  the  other  way  around,  I  thank  you. 

I  asked  if  the  staff  had  consulted  with  you  at  anytime,  and  I  was 
told  no. 

I  want  to  ask  a  favor  of  you. 

Ms.  Hemming.  Yes,  sir. 

The  Chairman.  You  obviously  are  a  lady  that  is  creative,  you 
understand  the  importance  of  family,  and  that  means  that  you 
understand  principle,  which  I  think  is  what  this  country  is  about, 
and  they  are  slipping  away  from  us. 

Ms.  Hemming.  Absolutely. 

The  Chairman.  And  I  wonder  if  you  would  be  willing  to — with 
my  staff— to  consult  with  us  some  time? 

Ms.  Hemming.  I  would  love  to. 

The  Chairman.  Because  you  have  got  the  right  idea,  there  is  no 
question  about  it. 

Ms.  Hemming.  We  did  surveys.  I  mean,  what  I  have  written  in 
here  is  a  message  that  has  come  across  from  conference  after 
conference  that  I  have  had  to  attend. 

I  chaired  the  International  Womens  Hispanic  Task  Force  for  the 
Federal  Government,  and  I  have  had  to  do  surveys  for  the  Hispanic 
program,  and  all  we  are  doing  is  alienating  the  Hispanic  communi- 
ty with  the  welfare  principles  we  now  have. 

The  Chairman.  You  know,  I  often  wondered  if  that  is  not  the 
case. 

Ms.  Hemming.  It  is  awful  what  is  happening.  It  is  just  terrible. 

The  Chairman.  It  is  sort  of  the  question  you  are  afraid  to  raise, 
because  there  is  so  much  propaganda  to  the  contrary. 

Ms.  Hemming.  I  know. 

The  Chairman.  You  do  not  know  how  delighted  I  am  to  hear 
what  you  had  to  say. 

Ms.  Hemming.  Thank  you  so  much.  Thank  you  for  the  compli- 
ment. 

That  is  very  encouraging. 

The  Chairman.  Thank  you. 

Ms.  Hemming.  Thank  you. 

The  Chairman.  We  will  now  hear  from  Kenneth  Peterson,  legis- 
lative representative,  AFL-CIO. 
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STATEMENT  OF  KENNETH  PETERSON,  LEGISLATIVE  REPRE- 
SENTATIVE, DEPARTMENT  OF  LEGISLATION,  AMERICAN  FED- 
ERATION OF  LABOR  AND  CONGRESS  OF  INDUSTRIAL  ORGA- 
NIZATIONS 

Mr.  Peterson.  And  now,  Mr.  Chairman,  even  though  I  am  from 
the  AFL-CIO,  you  ought  to  welcome  me  with  a  spirit  of  relief. 

I  am  the  very  last.  I  have  been  here  since  this  morning. 

The  Chairman.  I  appreciate  your  patience. 

Mr.  Peterson.  I  appreciate  your  patience  and  your  courtesy. 

You  know,  you  are  not  going  to  like  what  you  are  going  to  hear, 
but  you  are  courteous  to  me  anyway. 

In  appreciation  for  your  courtesy,  I  will  spare  you  some  of  the 
statement  and  summarize  it.1 

I  think  you  know  essentially  what  we  feel,  we  appreciate  the 
opportunity  to  testify  before  this  committee  on  the  administration's 
proposed  cuts  in  the  food  stamp  program.  The  AFL-CIO  considers 
the  food  stamp  program  the  Nation's  principal  defense  against 
hunger  for  those  who  are  forced  out  of  jobs,  working  for  inadequate 
wages,  or  through  necessity,  required  to  live  within  the  constraints 
of  a  welfare  budget. 

The  administration's  misguided  efforts  to  cut  benefits  to  those 
who  are  receiving  food  stamps  should  be  directed  instead  to  reduc- 
ing the  number  of  poor  who  need  them. 

The  retrospective  accounting  provision  would  penalize  strikers 
and  their  families  who  otherwise  qualify  on  the  same  basis  as  other 
needy  Americans.  Even  though  strikers  make  up  a  mere  two-tenths 
of  1  percent  of  food  stamp  recipients,  they  are  repeatedly  singled 
out  for  attack.  We  believe  that  anyone  fulfilling  the  stringent 
income  and  asset  eligibility  requirements  of  the  food  stamp  pro- 
gram should  be  entitled  to  receive  its  benefits  no  matter  what  the 
cause  of  his  economic  condition.  To  arbitrarily  refuse  these  benefits 
to  workers  on  strike  whose  tax  dollars  support  these  and  other 
Federal  programs  is  a  gross  injustice. 

We  also  have  a  statement  on  women,  infants,  and  children  pro- 
grams, and  I  was  impressed  by  your  statement  of  your  interest  in 
making  this  a  responsible  program. 

We  share  that  interest.  We  have  no  support  whatsoever  for 
fraud,  but  surely  you  are  not  going  to  get  fraud  if  you  are  going  to 
reduce  the  income  the  families  get,  to  children  in  school  getting  a 
school  lunch,  and  ignoring  the  inflation  factor  and  taking  away  the 
aid  for  fuel  for  people  who  live  in  the  North  particularly. 

If  you  went  after  the  fraud,  as  we  heard  the  man  from  Florida 
say,  that  is  fine,  that  is  great,  and  if  this  would  reduce  the  program 
and  make  it  more  manageable,  fine,  we  will  support  every  effort  of 
that  sort. 

The  Chairman.  I  know  that. 

Let  me  say  further  that  obviously  I  did  not  always  agree  with 
Mr.  Meany,  but  he  was  one  of  my  most  admired  Americans,  be- 
cause when  it  came  to  this  country,  in  the  defense  of  it,  he  was 
always  there,  and  if  I  did  not  like  him  for  anything  else,  I  would 
always  be  grateful  to  him  for  his  relationship  and  his  assistance  to 
Alexandr  Solzhenitsyn. 


1  See  p.  464  for  the  prepared  statement  of  Mr.  Peterson. 
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Mr.  Peterson.  Yes,  sir,  we  are  proud  of  that,  and  we  are  proud 
of  his  record  and  our  contribution  to  America,  as  you  said,  on  every 
issue,  we  have  always  been  there,  including  the  time  of  the  reduc- 
tion in  the  Army,  with  such  difficulty,  we  came  there  in  support, 
and,  well,  as  you  say,  we  do  not  always  agree,  we  have  always 
agreed  on  that.  There  has  been  no  difficulty. 

The  Chairman.  Fine. 

Mr.  Peterson.  I  wish  you  could  see  it  more,  because  we  are  the 
basic  Americans,  and  we  are  the  ones  that  are  paying,  and  before 
this  most  unfortunate  thing  happening  to  the  President,  he  lauded 
our  people  for  their  contribution  to  America,  and  the  work  ethic 
that  they  have,  the  fact  that  they  are  paying  the  most  taxes,  and  so 
this  is  what  we  believe,  what  we  believed  that  the  poor  should  be 
helped,  and  the  program  is  in  the  administration's  proposals,  they 
are  not  going  to  hit  the  fraud,  they  are  not  going  to  get  the  people 
who  are  cheating,  but  they  are  going  to  deprive  the  worthy  of  what 
they  need. 

The  Chairman.  Thank  you,  sir. 

Mr.  Peterson.  I  thank  you,  sir.  The  best  to  you. 

The  Chairman.  Well,  I  was  looking  forward  to  this  since  9 
o'clock  this  morning. 

We  stand  adjourned. 

[Whereupon,  at  5:55  p.m.,  the  committee  recessed,  to  reconvene 
at  9:30  a.m.,  Monday,  April  6,  1981,  in  room  324,  Russell  Senate 
Office  Building.] 
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PROPOSED  REAUTHORIZATION  OF  THE  FOOD 

AND  AGRICULTURE  ACT  OF  1977 

(Food  Stamps) 


MONDAY,  APRIL  6,  1981 

U.S.  Senate, 
Committee  on  Agriculture,  Nutrition,  and  Forestry, 

Washington,  D.C. 

The  committee  met,  pursuant  to  notice,  at  9:30  a.m.,  in  room  324, 
Russell  Senate  Office  Building,  Hon.  Jesse  Helms  (chairman)  pre- 
siding. 

Present:  Senators  Helms,  Hayakawa,  Jepsen,  and  Huddleston. 

The  Chairman.  The  committee  will  be  in  order. 

Well,  Mr.  Secretary,  as  I  look  down  the  table,  I  see  that  we  are 
still  short  of  a  quorum,  nine  being  a  quorum,  but  we  will  start 
anyway,  this  being  Monday  morning,  and  I  know  Senators  have 
other  commitments. 

We  welcome  the  distinguished  Deputy  Secretary  of  Agriculture, 
Hon.  Richard  Lyng,  and  I  believe  you  told  me  you  did  not  have 
quite  as  much  difficulty  coming  to  work  this  morning  as  some  of 
the  rest  of  us.  Traffic  was  very  heavy.  People  are  looking  at  the 
cherry  blossoms. 

We  welcome  you,  sir,  and  you  may  proceed  with  your  statement. 

STATEMENT  OF  HON.  RICHARD  LYNG,  DEPUTY  SECRETARY, 
U.S.  DEPARTMENT  OF  AGRICULTURE 

Mr.  Lyng.  Thank  you,  Mr.  Chairman.  I  have  a  fairly  lengthy 
statement  which  I  would  like  to  submit  for  the  record,  and  if  it  is 
agreeable  with  you,  I  would  just  like  to  summarize  it. 

The  Chairman.  That  will  be  very  good,  and  you  summarize  as 
you  please,  but  your  entire  statement  will  be  printed  in  the 
record.1 

Mr.  Lyng.  As  you  know,  Mr.  Chairman,  the  actions  we  are 
talking  about  today  address  most  immediately  the  first  part  of  the 
President's  economic  plan,  that  of  decreasing  the  growth  of  Federal 
spending,  and  I  think  it  is  very  important  that  the  entire  Presi- 
dent's program  be  enacted  which  we  believe  will  lead  to  an  im- 
proved economy  and  economic  recovery  will  directly  equate  to  re- 
duced need  for  food  stamp  program  benefits. 

Food  stamp  allotments  are  based  on  the  level  of  food  prices  in 
the  retail  markets  and  the  rate  of  unemployment  affects  the 
number  of  program  participants. 

Mr.  Chairman,  the  average  American  will  be  greatly  benefited 
by  the  President's  economic  program,  as  was  pointed  out  in  the 


1  See  p.  470  for  the  prepared  statement  of  Deputy  Secretary  Lyng. 
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President's  fiscal  year  1982  budget  revisions.  Current  double  digit 
inflation  can  be  cut  in  half  by  1986.  Reduced  tax  burdens  and 
increased  private  savings  will  result  in  productive  investment.  The 
economy  will  revive,  showing  a  steady  and  sustained  year-to-year 
growth.  We  expect  high  unemployment  rates  will  be  reduced,  and 
some  13  million  new  jobs  will  be  created  by  1986.  The  bottom  line 
effect  of  reducing  Federal  spending  is  an  improved  living  standard 
for  all  Americans. 

The  growth  of  the  food  stamp  program  is  a  good  case  study  in 
examining  the  overall  growth  in  Federal  expenditures.  Chart  No.  1, 
which  I  have  here,  displays  the  total  Federal  and  State  share  of 
administrative  costs  of  the  program  during  the  last  10  years. 

In  real  terms,  the  food  stamp  budget  has  grown  much  faster  than 
the  overall  budget  of  the  Government;  four  times  as  fast  even  after 
adjusting  for  inflation. 

Another  important  factor  in  the  growth  of  the  program  has  been 
the  rapidly  changing  program  coverage  brought  about  by  extensive 
legislative  changes  over  the  last  decade. 

Chart  No.  2,  if  we  could  have  that,  highlights  the  economic  and 
participation  changes  in  the  past  decade  and  the  legislative  adjust- 
ments that  were  intended  to  tighten  program  requirements  and 
improve  and  simplify  administration. 

Over  years,  subtle  changes,  many  of  them  in  eligibility  standards 
have  caused  the  program  to  expand  its  coverage  to  the  extent  that 
we  believe  it  has  seriously  drifted  from  its  original  goal.  It  has 
evolved  into  a  program  not  clearly  targeted  for  the  nutritional 
assistance  of  low-income  households.  Rather,  middle-income  house- 
holds have  been  able  to  use  it  as  an  income  subsidy  program. 
Duplication  of  benefits  to  families  from  many  Federal  programs 
has  not  been  focused  on  and  eliminated.  Unnecessary  program 
costs  which  strain  our  resources  cannot  be  allowed  if  we  intend  to 
substantially  reduce  Federal  expenditures. 

The  specific  proposals  that  I  am  talking  about  today  have  several 
recurrent  themes.  We  want  to  reduce  the  cost  by  providing  benefits 
only  to  those  most  in  need.  We  are  simplifying  certain  provisions  to 
reduce  errors.  We  are  improving  the  delivery  of  services  and  the 
effectiveness  of  the  program  in  meeting  nutritional  goals.  Finally, 
we  want  to  reduce  the  program's  administrative  burden  placed  on 
the  States. 

In  addition  to  the  legislative  proposals,  we  have  been  actively 
seeking  State  and  public  input  into  ways  to  modify  existing  regula- 
tions to  similarly  achieve  these  broad  program  reform  goals.  Pro- 
posals to  modify  existing  regulations  are  well  underway,  and  some 
should  be  implemented  by  early  July.  Overall,  we  believe  the  com- 
bined legislative  and  regulatory  proposals  are  designed  to  be  equi- 
table to  States  and  those  households  the  program  is  intended  to 
serve. 

We  estimate  our  proposal  will  save  about  $2  billion  in  fiscal 
years  1982  and  1983.  This  would  represent  a  16-percent  decrease  in 
program  costs  in  fiscal  year  1982.  Savings  would  grow  to  $3  billion 
in  fiscal  years  1984  and  1985.  This  totals  budget  savings  of  $10 
billion  during  the  next  4  fiscal  years. 
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Now  let  me  turn  to  the  specific  proposals  we  have  in  mind.  We 
intend  to  protect  benefits  for  households,  following  the  original 
purpose  of  the  program,  and  also  significantly  reduce  spending. 

Our  first  measure  would  restrict  eligibility  to  households  with 
gross  monthly  income  at  or  below  130  percent  of  the  poverty  line. 

The  current  program  uses  net  monthly  income  after  allowable 
deductions  to  determine  eligibility  and  benefit  levels.  A  family  of 
four  with  no  elderly  member  could  qualify  in  July  1981  with  an 
annual  gross  income  of  up  to  $14,000  per  year,  or  approximately 
160  percent  of  the  poverty  level.  The  proposed  eligibility  standard, 
set  at  130  percent  of  the  annual  nonfarm  income  poverty  guideline, 
would  set  the  income  eligibility  standard  for  a  family  of  four  at 
approximately  $11,000  a  year. 

Using  a  gross  income  eligibility  standard  of  130  percent  of  the 
poverty  level  rather  than  a  net  income  eligibility  screen  will  target 
benefits  to  those  most  in  need,  saving  approximately  $273  million 
in  fiscal  year  1982. 

We  also  propose  to  reduce  food  stamp  benefits  received  by  fami- 
lies with  students  eligible  to  receive  free  school  lunches. 

Currently,  most  school  age  children  whose  families  participate  in 
the  program  are  eligible  for  a  free  lunch  under  the  national  school 
lunch  program.  This  means  the  Federal  Government  subsidizes 
these  students'  lunch  twice  each  ochool  day.  The  legislation  would 
eliminate  these  duplicate  benefits. 

The  Department  would  work  to  insure  this  amendment  would  be 
enacted  rapidly  by  State  officials  so  budget  savings  can  be  quickly 
realized,  preferably  with  the  beginning  of  the  1981  school  year.  If 
implemented  on  schedule,  estimated  savings  would  be  $522  million 
for  fiscal  year  1982.  Approximately  2.5  million  households  in  an 
average  school  month  would  be  affected. 

Our  third  step  intended  to  target  program  benefits  to  the  most 
needy  will  eliminate  residents  of  drug  addict  and  alcoholic  treat- 
ment rehabilitation  programs.  Actually,  the  food  stamp  program 
was  always  intended  to  serve  households.  Expanding  the  program 
to  the  institutionalized  has  changed  its  original  goals.  Residents  of 
these  institutions  could  be  better  served  through  existing  programs 
of  commodity  assistance  to  institutions. 

We  are  proposing  further  technical  changes  to  streamline  the 
program  and  address  inflationary  factors. 

We  would  propose  that  annual  adjustments  in  the  cost  of  the 
thrifty  food  plan  be  based  on  data  for  the  12-month  period  ending 
each  preceding  September  rather  than  December. 

This  eliminates  the  uncertain  projection  of  food  prices  for  the 
last  3  months  of  the  calendar  year  and  is  much  more  practicable  to 
implement. 

Another  important  proposed  change  is  to  eliminate  the  indexing 
of  the  standard  deduction  and  the  dependent  care/excess  shelter 
expense  deduction  cap  and  freeze  them  at  their  current  amounts. 

In  another  step  affecting  deductions,  we  would  repeal  the  two 
increases  in  dependent  care  and  medical  expense  deductions  en- 
acted under  the  1980  amendments. 

In  essence,  this  means  that  current  rules  would  remain  in  effect. 
A  separate  dependent  care  deduction  would  not  be  expanded. 
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We  propose  that  the  retrospective  accounting  period  and  periodic 
reporting  system  enacted  under  the  1980  amendments  be  strength- 
ened. 

Under  our  proposal,  States  could  no  longer  choose  between  a 
prospective,  anticipatory  system  and  a  retrospective  system  to  de- 
termine eligibility  and  compute  allotments.  A  retrospective  ac- 
counting system  and  periodic  reporting  would  be  made  mandatory 
except  for  certain  groups.  The  current  1-month  accounting  period 
would  be  retained. 

We  would  require  all  States  to  implement  this  program  by  Octo- 
ber 1982,  allowing  for  the  necessary  time  to  adjust  data  processing 
and  institute  a  monthly  reporting  system.  The  system  will  more 
than  pay  for  itself  by  fiscal  year  1984. 

We  see  a  need  to  increase  the  use  of  the  disqualification  method 
of  penalizing  individuals  who  violate  program  rules  by  easing  the 
criteria  needed  for  State  officials  to  conduct  administrative  hear- 
ings. 

This  plan  would  replace  the  term  "fraud"  with  "willful  misrepre- 
sentation" as  an  action  subject  to  a  hearing  and  disqualification 
penalties. 

Another  sensitive  program  area  is  the  participation  of  retail  food 
stores  in  the  program. 

Our  proposal  tightens  the  retail  food  store  definition  to  eliminate 
firms  which  do  only  a  marginal  food  business.  Current  legislation 
authorizes  bars,  gas  stations,  carryout  shops,  and  others  who  have 
small  food  sections  to  be  a  retailer.  We  want  to  close  that  loophole 
and  concentrate  on  limiting  our  definition  of  a  retail  food  store  to  a 
full-line  grocery  store  or  other  businesses  whose  food  sales  are  at 
least  half  the  total  gross  sales.  The  only  exception  will  be  for  firms 
which  are  the  only  source  of  staple  food  items  in  an  area. 

Another  part  of  our  proposals  responds  to  the  abuse  of  the  1977 
act  which  permits  the  giving  of  up  to  99  cents  in  cash  in  a  food 
stamp  transaction.  We  have  a  plan  to  eliminate,  or  modify,  and 
improve  that. 

The  legislation  makes  certain  modifications  in  current  law  re- 
garding State  issuance  losses,  liability,  incentives  for  error  reduc- 
tion, and  corrective  action  planning. 

These  are  only  some  of  the  measures  we  are  proposing  in  man- 
agement and  monitoring  improvements. 

Our  proposal  would  also  block  grant  the  administration  of  the 
food  assistance  programs  in  Puerto  Rico,  and  authorize  this  to  be 
extended  later  to  the  Virgin  Islands,  Guam,  American  Samoa,  the 
Trust  Territory  of  the  Pacific  Islands  and  the  Commonwealth  of 
the  Northern  Marianas.  Instead  of  providing  assistance  via  categor- 
ical programs — food  stamps  and  child  feeding  programs — Federal 
assistance  would  be  consolidated  into  a  block  grant  for  area  au- 
thorities to  administer.  The  unique  characteristics  of  these  areas 
necessitated  a  reexamination  of  the  Federal  role  in  providing  nutri- 
tional assistance  there. 

Programs  designed  for  the  Continental  United  States  are  not 
necessarily  compatible  with  local  needs.  We  feel  that  State  authori- 
ties are  in  the  best  position  to  formulate,  establish,  and  administer 
food  and  nutrition  programs  in  these  areas  to  respond  to  the  needs 
of  their  citizens. 
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In  summary  I  would  simply  like  to  say,  Mr.  Chairman  and 
members  of  the  committee,  that  we  have  set  some  goals  in  prepar- 
ing our  legislative  package  for  the  food  stamp  program  which  is 
the  largest  domestic  food  assistance  program  in  terms  of  total 
program  benefits. 

It  is  the  result  of  a  thorough  reexamination  of  the  program.  The 
proposal  enhances  measures  the  Congress  has  already  enacted.  We 
believe  its  provisions  directly  design  benefits  to  meet  the  food 
needs  of  low-income  households.  Our  language  expressly  eliminates 
the  subsidization  or  duplication  of  other  programs  which  meet 
nonfood  household  expenditures.  It  will  control  administrative 
costs,  further  reduce  fraud,  error  and  abuse,  and  improve  program 
efficiency  in  meeting  the  nutritional  needs  of  eligible  Americans. 

This  proposal  fully  supports  the  President's  objectives  in  attack- 
ing inflation  and  other  economic  ills.  It  tailors  the  program  to  the 
overall  recovery  process  to  result  in  targeted  nutrition  assistance 
for  needy  households. 

I  appreciate  the  opportunity  to  appear  before  the  committee  and 
would  like  to  respond  to  any  questions  you  might  have. 

The  Chairman.  Mr.  Secretary,  it  is  a  very  fine  statement  and  I 
intend  to  insert  it  in  the  Congressional  Record  for  a  number  of 
reasons;  among  them  being  to  have  it  available  for  at  least  limited 
distribution  among  people  who  either  do  not  understand  the  ad- 
ministration's proposals  or  don't  want  to  understand  them.  Even 
on  this  committee  there  is  some  disagreement  about  the  viability  of 
this  program. 

Now  I  do  not  doubt  anyone's  sincerity.  In  some  cases,  I  think 
they  are  sincerely  wrong.  But  we  had  hearings  last  week  over 
which  I  presided  which  began  at  5  minutes  past  9  and  ran  almost 
continuously  until  5  minutes  to  6  that  evening. 

During  those  hearings,  Mr.  Secretary,  we  had  testimony  from 
people  on  both  sides,  but  I  wish  you  could  have  heard  the  local  and 
State  administrators  who  testified  that  day.  I  wish  you  could  have 
heard  the  investigators  who  testified  that  day,  one  of  whom  was  a 
young  man  who  had  done  some  investigation  for  the  Senate  Appro- 
priations Committee  which,  as  you  know,  issued  a  formal  report 
earlier  this  year  that  as  much  as  20  percent  of  this  multibillion 
dollar  program  is  being  wasted. 

I  am  convinced  that  the  administration  has  the  same  position 
that  I  do;  that  being  that  all  of  us  want  to  do  everything  we  can  for 
the  truly  needy — that  is  to  say  the  elderly,  the  blind,  the  crippled, 
the  sick;  those  that  cannot  do  for  themselves. 

But,  the  hundreds  upon  hundreds  of  complaints  that  I,  as  one 
Senator,  have  received  from  average  working  people  all  across  this 
country  cannot  be  swept  away  as  just  a  fixed  figment  of  their 
imagination.  They  see  what  is  going  on,  and  I  commend  you  and 
others  in  the  administration  for  biting  the  bullet  and  making  pro- 
posals that  to  this  Senator  make  sense. 

I  want  to  see,  for  example,  workfare  explored — tested.  We  have 
already  had  a  minimal  test  of  it;  a  test  which  disclosed  as  I  under- 
stand it  that  88  percent  of  the  able-bodied  people  who  were  told 
that  they  must  be  willing  to  do  some  work  for  their  food  stamps  or 
they  would  not  get  them — 88  percent  of  them  did  not  come  back. 
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Now,  r  do  not  know  whether  that  &i  percent  would  be 
across  the  board,  but  I  think  the  taxpayers  have  a  right  to 
a*  to  find  out. 

I  am  worried  about  the  poverty  leveL  I  read  die  other  day  that 
the  Census  Bureau  had  reported  that  39.5  percent  of  die  huuue 
holds  in  this  country  who  are  on  food  stamps  are  above  pmnatj 
and  that  raises  the  question  of  why  not  have  a  cutoff  somewhat 
lower  than  130  percent  which  you  have  recommended 

But,  one  thing  is  for  rare.  This  program  is  going  to  eat  us  alive  if 
it  is  not  reformed.  It  is  already  pretty  far  down  die  road  in  that 
respect* 

Now,  let  me  ask  you  if  my  figure  is  correct*  die  present  spending 
is  about  $12.5  billion.  Is  that  your  understanding,  that  is  for 
year  1982? 

Mr.  Ltog.  Yes,  our  estimates  would  be  if  the  program 
unchanged,  it  would  be  somewhere  very  dose  to  that  area. 

The  Chairman  Mr.  Carter's  proposal  involved  a  $400  million 
decrease  in  that,  is  that  correct? 

Mr.  Ltmo.  Yes.  There  was  some  relatively  minor  modifications. 

The  Chairman.  And  the  Reagan  administration  proposal  is  a 
reduction  from  the  $12^  billion  by  about  $2  billion? 

Mr.  Ltmo.  Of  an  additional  $2  billion. 

The  Chairman,  That  would  make  it  a  $2.4  billion  reduction,  net? 

Mr.  Ltmo,  From  the  program  as  it  is  currently  being  operated, 
that  is  correct. 

1  have  been  corrected,  Mr.  Chairman.  The  total  is  $2  billion.  I 
thought  it  was  $2  billion  below  the  Carter  budget  It  is  $1.6  billion 
below  the  Carter  budget. 

The  Chairman.  You  mentioned  change  in  the  definition  of  retail 
grocery  stores. 

Would  this  eliminate  bakers,  lobster  houses,  and  other  specialty 
food  stores? 

Mr.  Lyno.  As  I  understand  it,  it  will  only  eliminate  those  stores 
where  less  than  50  percent  of  the  business  is  in  groceries. 

It  is  to  try  to  limit  it  to  legitimate  grocery  stores,  but  I  do  not 
think  it  would  necessarily  eliminate  a  gourmet  food  shop,  if  it  was 
predominantly  a  food  shop. 

The  Chairman.  Senator  Hayakawa  just  climbs  the  wall  at  re- 
ports he  receives  from  California  about  the  use  of  the  cash  change 
that  welfare  recipients  or  food  stamp  recipients  receive. 

He  read  a  letter  one  day  from  a  grocery  store  operator  who 
described  some  of  the  things  going  on,  including  the  recipient 

Setting  a  substantial  amount  of  change  and  stepping  next  door  and 
uyinff  Perrier  water  and  wine,  and  that  sort  of  thing,  with  the 
cash  change  that  they  received  from  the  food  stamps. 
Why  have  any  change  system  at  all? 

Mr.  Lyno.  Well,  it  becomes  an  administrative  problem,  Mr. 
Chairman.  The  way  it  is  now  an  abuse  is  that  people  will  purchase 
for  example,  a  6-cent  eligible  food  item  with  a  $1  food  stamp  and 
get  95  cents  in  change. 

We  propose  to  provide  for  cash  change  only  in  transactions  in 

which  the  total  amount  of  the  sale  is  over  $5,  and  that  credit  slips 

will       given  not  to  exceed  99  cents.  This  abuse,  although  it  is  a 

r     y  small  part  of  the  billions  of  dollars,  it  is  something  that 
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is  annoying  to  those  that  are  aware  of  it.  It  should  be  stopped,  and 
we  think  it  can. 

The  alternative,  Mr.  Chairman,  would  be  to  issue  credit  slips  for 
all  change.  That  was  done  once,  and  gets  to  be  a  very  expensive 
administrative  problem  in  the  retail  stores. 

The  Chairman.  Last  week  we  heard  from  a  number  of  witnesses 
concerning  fraud,  as  I  mentioned. 

What  precise  proposal  do  you  have  for  verification  of  an  appli- 
cant's eligibility? 

Mr.  Lyng.  I  have  with  me  this  morning  the  new  Administrator 
of  the  Food  Nutrition  Service,  Bill  Hoagland,  Mr.  Chairman.  I 
wonder  if  I  might  ask  him  to  answer  that. 

The  Chairman.  Why  not  let  him  join  you. 

Mr.  Lyng.  He  can  do  this  better  than  I. 

The  Chairman.  All  right.  No  point  in  your  standing  up.  Have  a 
seat. 

Mr.  Hoagland.  Thank  you,  Mr.  Chairman. 

The  specific  provisions  for  verification  regulations  were  issued  in 
January.  Those  regulations  require  certain  verification  of  nonex- 
cludable income,  household  size,  alien  status,  and  a  number  of 
other  provisions  in  terms  of  deductible  items. 

In  addition,  we  have  a  number  of  provisions  in  the  legislation 
dealing  with  the  household  definition,  as  the  Secretary  also  indicat- 
ed. We  are  also  changing  the  definition  of  an  administrative  fraud 
hearing.  States  are  reluctant  to  undertake  fraud  hearings  on  a 
basis  that  assumes  a  criminal  activity,  and  throws  a  case  into  the 
courts.  What  they  would  like  to  have  is  greater  flexibility  in  carry- 
ing out  investigations  and  recouping  overissuance  of  claims.  We 
wish  to  provide  the  States  with  this  flexibility  and  greater  ability 
to  reduce  some  of  the  fraud  and  error  that  exists  in  the  system. 

The  Chairman.  In  January,  Mr.  Secretary,  I  received  a  letter 
from  a  local  administrator  of  the  food  stamp  program  in  a  rural 
county  in  eastern  North  Carolina,  and  she  was  indignantly  reflec- 
tive about  a  number  of  things  that  she  saw,  or  that  she  perceived 
to  be  wrong  about  the  administration  of  the  food  stamp  program, 
over  which  she  had  no  control. 

She  mentioned,  for  example,  that  a  man  had  come  in  at  3  o'clock 
on  New  Year's  Eve,  3  o'clock  in  the  afternoon  on  New  Year's  Eve, 
and  she  said  she  had  no  alternative  but  to  issue  him  food  stamps 
for  the  entire  month  of  December. 

Now,  are  you  addressing  that  in  your  proposal? 

Mr.  Lyng.  Yes,  Mr.  Chairman. 

In  our  retrospective  accounting,  what  that  means  is  you  take 
into  consideration  the  income  of  that  person  for  a  period  prior  to 
the  date  of  application  instead  of  just  looking  at  what  the  prospects 
are,  and  this  will  have  material  effect  upon  that  type  of  issuance, 
and  they  do  not  have  the  kind  of  control. 

I  think  there  are  a  number  of  other  areas  in  which  the  regula- 
tory changes — we  have  a  number  of  those  underway  now,  and  some 
about  to  come  that  is  mentiond  in  the  prepared  testimony — which 
will  ease  the  burden  upon  the  administrators.  We  have  been  work- 
ing with  them,  and  these  changes  will  make  it  also  possible  to 
reduce  the  costs  of  the  program. 
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The  (jKAtKUx*.  Now.  the  Inspector  General  was  hoe  last 
aaad  he  (imaiaa&i  m  some  detail  the  difficulty  and  the  diagu  thai 
hut  agent*  confront  in  investigating  fraud. 

He  mate  it  dear  that  if  they  were  gooig  todo  thesr^ibadequate- 
ty  that  their  live*  may  be  in  peril,  because  this  thing  is  getting  into 
the  big  busrnesa  area  in  terms  of  organized  crime,  and  that  sort  of 
thm£>  and  1  just  would  want  to  suggest  to  you  that  the  Department 
senooshr  consider  the  need  to  increase  the  resources  assigned  to 
the  Office  of  Inspector  General,  and  to  provide  sufficient  law  en- 
forcement protection  and  authority  for  these  people  who  are  trying 
to  do  their  job. 

Sow,  I  share  the  view  of  an  investigator  from  die  State  of 
Florida,  Moe  Atwater,  who  was  a  very  eloquent  man  who  testified 
last  week.  He  said  you  talk  about  misrepresentations,  and  you  talk 
about  other  abases  that  are  going  on  in  the  food  stamp  program,  he 
said  these  are  not  simply  misrepresentations,  they  are  crimes,  they 
are  stealing,  and  he  said  the  sooner  we  get  a  proper  grasp  of  what 
this  is,  and  the  sooner  we  get  a  determination  to  clean  up  this 
program  and  tighten  it  up  and  make  it  do  precisely  what  it  was 
intended  to  do  and  no  more  and  no  less,  he  said  you  are  going  to 
have  the  mechanism  for  reform  or  the  creation  of  a  fiscal  monster. 

1  think  he  is  right. 

Now,  I  carry  around  in  my  pocket,  I  have  carried  this  for  a 
number  of  years,  it  is  a  little  bit  worn,  about  the  growth  of  this 
program,  and  by  the  year  1975,  that  was  nearly  6  years  ago,  the 
program  had  grown  14,000  percent,  and  that  was  5  years  ago, 
almost  6,  so  this  is  what  we  are  dealing  with. 

Nobody  is  trying  to  starve  any  hungry  children.  Nobody  is  trying 
to  take  away  from  the  needy  elderly.  Quite  to  the  contrary,  they 
are  the  ones  who  are  getting  ripped  off,  they  are  being  denied,  Mr. 
Secretary,  the  additional  help  they  might  otherwise  get,  because  of 
all  of  these  freeloaders  and  thieves,  who  have  invaded  this  pro- 
gram, I  want  you  to  know,  as  one  Senator  and  as  chairman  of  this 
committee,  I  will  work  with  your  Department  in  any  way  that  I 
can  to  tighten  this  program  up. 

I  am  getting  a  lot  of  criticism  from  people  who  either  don't  know 
or  don't  care  what  the  facts  are,  but  I  say  again,  that  we  have  got  a 
fiscal  monster  in  the  making,  and  I  commend  you  for  the  proposals 
you  state  here. 

I  have  taken  too  long. 

Senator  Huddleston? 

Senator  Huddleston.  Thank  you,  Mr.  Chairman. 

I  enjoyed  listening  to  you. 

Mr.  Secretary,  I  am  delighted  to  see  you  today  and  delighted  to 
see  the  proposals  that  the  administration  is  making. 

I  have  always  felt  that  at  least  conceptually  the  food  stamp 
program  was  one  of  our  better  assistance  programs. 

It  is  directed  at  a  specific  need  and  does  provide  funds  that  if 
properly  used,  are  only  used  for  that  purpose.  But,  as  I  see  it,  and 
the  chairman  has  alluded  to  it,  there  are  two  major  forces  that  are 
working  against  this  program  all  the  time. 

One  of  them,  of  course,  is  the  tremendous  cost  which  has  been 
increasing  steadily.  The  increase  in  cost  has  been  brought  about,  in 
part,  by  the  fact  that  it  is  a  relatively  new  program,  and  more  and 
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more  people  became  aware  of  it  and  resorted  to  it,  so  in  addition  to 
the  liberalized  benefits  that  we  added  to  it,  we  had  increasing 
numbers  of  participants,  and  that  really  pushed  the  cost  up  to  very 
high  levels. 

The  other  thing  is  that  it  is  the  most  visible  of  all  of  our  assist- 
ance programs.  You  send  a  check  out  to  an  AFDC  family,  and  they 
cash  the  check  and  spend  it  like  everybody  else,  but  everybody  sees 
the  expenditure  of  the  food  stamps. 

The  housewife  who  is  struggling  with  her  own  budget,  trying  to 
make  a  difficult  decision  on  what  to  buy  and  what  not  to  buy, 
happens  to  get  into  the  checkout  line  behind  someone  that  is 
spending  their  food  stamps,  and  many  cases  apparently  from  the 
reports  I  get,  those  persons  have  not  been  quite  as  selective  in  their 
choices  of  items  as  the  person  who  is  paying  totally  for  their  food 
needs.  This  makes  it,  in  my  judgment  the  most  unpopular  program 
that  we  have  among  those  who  are  not  recipients,  and  those  are 
the  people  that  we  hear  from  continually.  I  think  we  do  have  a 
responsibility  to  try  to  address  both  these  problems  and  to  tailor 
the  program  to  only  those  who  really  need  it,  or  everyone  who  does 
depend  on  it  is  in  jeopardy  of  losing  their  benefits. 

We  have  a  tremendous  problem,  I  think,  in  trying  to  reach  the 
right  balance. 

I  do  not  disagree  offhand  with  anything  that  you  have  suggested. 

Of  course,  all  of  the  proposals  need  to  be  studied  for  total  impact. 

I  did  notice  that  on  the  question  of  savings,  and  on  the  question 
of  who  may  get  hurt  or  who  may  not  get  hurt,  it  is  based  on  a  good 
many  assumptions,  economic  assumptions  as  to  what  the  economy 
is  going  to  do,  and  what  the  other  parts  of  the  administration's 
program  will  produce. 

Given  that,  is  there  any  flexibility  in  the  program,  or  in  the 
figures  you  are  going  to  recommend  as  far  as  the  1982  ceiling  caps 
are  concerned,  taken  into  account  the  fact  that  you  may  have 
miscalculated  on  some  of  these  figures? 

Mr.  Lyng.  In  the  specific  legislation  that  we  will  propose,  there 
will  be  an  authorization  figure,  an  authorization  limit,  and  while  it 
will  allow  for  some,  at  least  the  way  I  understand  it,  expansion 
over  the  anticipated  outlays,  there  will  be  a  modest  amount  of 
flexibility. 

Senator  Huddleston.  Have  you  taken  into  account  some  consid- 
erations of  the  cuts  in  other  programs,  such  as  AFDC,  CETA,  and 
whatever,  will  likely  increase  the  roles  of  those  that  even  fall 
under  the  130  percent  poverty? 

Mr.  Lyng.  To  some  extent  we  have  tried  to  take  that  into  consid- 
eration. 

Whether  we  have  done  that  accurately,  I  cannot  say  at  this 
point. 

Senator  Huddleston.  What  about  military  personnel,  do  you 
have  any  figures  about  the  number  of  military  personnel  that  are 
now  receiving  food  stamps,  eligible  for  food  stamps,  and  how  that 
figure  may  change? 

Mr.  Lyng.  I  do  not  know  whether  we  have  that. 

Senator  Huddleston.  I  see. 
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Mr.  Lyng.  I  will  be  glad  to  submit  something.  I  think  there  has 
been  some  work  done.  We  can  take  a  look  at  military  incomes,  and 
we  can  send  some  data  in  for  the  record,  if  you  would  like. 

(The  following  response  was  subsequently  received  by  the  com- 
mittee:] 

The  Department  of  Defense  Office  of  Manpower,  Reserve  Affairs,  and  Logistics 
has  estimated  that  approximately  24,000  military  personnel  were  potentially  eligible 
for  food  stamps  in  fiscal  year  1980.  Some  portion  of  this  number  would  actually 
have  participated  Figures  on  the  number  of  military  participants  in  the  Food 
Stamp  Program  are  not  routinely  collected  by  the  Department  of  Agriculture  be- 
cause these  persons  are  eligible  on  the  same  basis  as  any  other  low-income  house- 
hold. 

Senator  Huddleston.  All  right. 

Now,  as  I  understand  it,  you  are  changing  the  130  percent  pover- 
ty ceiling,  you  are  essentially  just  changing  to  the  gross  figure  from 
the  net  figure,  is  that  right? 

Mr.  Lyng.  Yes. 

Senator  Huddleston.  Is  this  eliminating  a  considerable  amount 
of  administrative  problem  that  you  have? 

Mr.  Lyng.  It  makes  it  simpler,  and  it  in  fact  does  tighten  eligibil- 
ity. It  reduces  participation. 

Senator  Huddleston.  Now,  the  figure  I  think  you  gave  us  was 
for  a  family  of  four.  Under  the  new  system,  it  would  be  a  maxi- 
mum of  $11,000. 

Is  that  still  going  up  to  a  family  of  eight? 

Mr.  Lyng.  Yes,  it  is  based  on  numbers  of  people. 

Senator  Huddleston.  How  many  members  do  we  permit,  is  it 
eight? 

On  the  board  here,  I  see  only  eight. 

Mr.  Hoagland.  It  continues  on  up,  Senator. 

There  is  a  fixed  factor  that  is  added  for  each  additional  person  in 
households  over  the  size  of  eight.  It  is  somewhere  in  the  neighbor- 
hood of  $2,000  per  person  above  a  family  size  of  eight. 

Senator  Huddleston.  So  we  could  get  on  up  there  then  for 
incomes  substantially  above  these  figures? 

Mr.  Hoagland.  Yes. 

Senator  Huddleston.  So  you  use  that  family  of  four  as  an  aver- 
age. 

Mr.  Lyng.  Incidentally,  there  are  not  many  families  over  eight. 

Senator  Huddleston.  Well,  I  came  from  one,  so  there  are  a  few, 
but  as  you  say,  it  is  fortunate  that  there  are  not  too  many. 

Now,  on  the  block  grant  proposal  for  Puerto  Rico  and  other 
possessions  of  the  United  States,  you  are  going  to  determine  their 
amount  based  on  the  eligibility  under  the  other  plan,  is  that  right, 
as  I  understood  your  statement,  they  get  75  percent? 

Mr.  Lyng.  Of  the  total  of  what  would  have  been  the  anticipated 
expenditures  under  the  child  nutrition  programs,  and  the  other 
nutrition  programs  and  the  food  stamp  program,  there  will  be  a 
savings,  the  details  of  this  have  not  been  precisely  worked  out,  of  a 
fair  amount  in  administrative  costs,  and  we  think  the  kind  of 
flexibility  that  Puerto  Rico  will  be  allowed,  may  make  it  possible 
for  them  to 

Senator  Huddleston.  So  they  would  not  have  to  devote  it  all  to 
food  stamps,  they  could  make  a  blend  of  the  other  type  of  nutri- 
tional programs  that  they  felt  suited  their  situation? 
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Mr.  Lyng.  As  I  say,  it  has  not  been  worked  out,  but  as  I  under- 
stand it,  they  would  not  have  to  have  a  food  stamp  program  at  all. 
They  could  go  to  a  commodity  distribution  program.  There  might 
be  some  reasons  to  believe  in  my  personal  view,  having  had  some 
experience  in  Puerto  Rico  some  years  ago,  that  this  is  one  of  the 
places  that  the  commodity  distribution  program  could  be  very,  very 
effective. 

Senator  Huddleston.  What  about  that  percentage  of  Federal 
participation  of  75  percent,  is  that  pretty  much  in  line  with  the 
Federal  portion  of  the  overall  package  of  programs  in  this  country? 

Mr.  Lyng.  No,  I  think  it  would  be  somewhat  less  than — Puerto 
Rico  is  in  this  country  too,  but 

Senator  Huddleston.  Yes,  I  understand  that. 

Mr.  Lyng.  But  on  the  mainland,  I  think  the  administrative  costs 
would  not  be  that  great. 

Senator  Huddleston.  The  chairman  has  covered  this  question  of 
the  eligibility  in  determining  just  when  a  person  became  eligible 
and  the  prorating  for  the  benefits  of  the  particular  month  they 
come  into  the  program. 

It  seems  to  me  that  is  something  that  is  past  due.  Are  you 
making  any  recommendations  at  all  relating  to  strikers  on  food 
stamps? 

Mr.  Lyng.  Well,  this  proposal  would  in  effect  have  that  in  it.  It 
would  be  considerable,  at  least  during  the  early  part  of  the  strike, 
because  someone  would  have  to  be  on  strike  for  a  period  of  time,  so 
that  retrospectively  it  would  meet  the  income  criteria. 

Senator  Huddleston.  Do  you  have  any  figures  on  how  much  of 
the  food  stamp  benefits  go  to  the  refugee  programs? 

Mr.  Lyng.  I  do  not  believe  we  have  anything  specific  on  that,  do 
we,  Bill? 

Mr.  Hoagland.  No,  we  do  not  collect  that  kind  of  information  at 
that  specific  level.  However,  we  do  have  some  work  underway 
working  with  the  agency  in  charge  of  refugee  assistance  to  see  if 
we  can  identify  some  of  the  assistance. 

Senator  Huddleston.  Are  you  going  to  try  to  break  that  out? 

I  sure  would  be  interested  in  having  those  last  figures. 

Mr.  Hoagland.  OK. 

Mr.  Lyng.  We  will  try  to  get  something  to  submit  for  the  record 
of  this  hearing. 

[The  following  response  was  subsequently  received  by  the  com- 
mittee:] 

Approximately  $92  million  or  less  than  1  percent  of  total  benefits  were  received 
by  refugees  during  fiscal  year  1981. 

Senator  Huddleston.  Have  you  seen  the — I  am  sure  you  have — 
the  report  that  was  made  by  the  Subcommittee  on  Appropriations 
of  the  Senate  relating  to  the  administration  of  the  program,  and 
have  you  addressed  some  of  those  difficulties  that  were  outlined  in 
there,  as  far  as  the  administration  is  concerned? 

Mr.  Hoagland.  Yes;  Senator,  we  have  a  response  to  Senator 
Cochran. 

It  is  in  the  Secretary's  office  right  now  and  deals  with  almost 
every  one  of  those  provisions  that  were  raised  in  the  Senate  Appro- 
priations Committee  investigation.  Specifically,  they  raised  the 
issue  of  monthly  prorated  benefits,  and  we  are  dealing  with  that  as 
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we  indicated  in  the  testimony.  We  hope  that  will  be  implemented 
by  July  1.  We  are  also  dealing  with  the  household  definition,  and 
with  fraud  reporting  by  States  to  the  national  level.  We  are  dealing 
with  just  about  every  issue  in  there  except  one,  which  is  somewhat 
technical  and  has  to  do  with  prorating  the  shelter  cap. 

Senator  Huddleston.  Til  just  close,  Mr.  Chairman,  to  say,  as  I 
have  said  before,  this  has  been  a  program  that  has  been  in  many 
cases  very  hard  to  defend  and  support,  because  of  the  abuses  that 
have  developed. 

In  my  experience  2  or  3  years  ago,  I  discussed  this  matter  with 
case  workers  within  the  State  agencies  administering  the  program. 
In  my  State  they  were  very  defensive,  and  when  we  talked  about 
doing  certain  things,  about  tightening  up,  they  would  always  make 
a  pretty  strong  case  that  the  need  was  really  there,  and  they 
talked  of  people  who  needed  help,  and  that  we  should  not  tinker 
with  it. 

In  recent  months  that  has  changed  somewhat.  I  have  had  case 
workers  now  in  the  State  come  to  me  and  say  we  have  got  to  do 
something,  whereas  previously  the  recipient  himself  usually  was 
someone  who  came  in  and  was  appreciative  of  the  fact  that  he  was 
going  to  get  some  help. 

In  many  cases  now  they  come  in  very  demanding,  I  know  the 
case  workers  feel  like  they  are  being  conned  or  taken  many  times 
now,  and  the  whole  attitude  toward  this  is  some  kind  of  bonanza.  I 
do  not  know  to  what  extent  the  professionals  have  moved  into  this 
program,  but  there  is  probably  some  evidence  there,  some  testimo- 
ny about  how  systematically  the  stamps  are  actually  being  stolen. 
That  is  not  the  fault  of  the  recipients,  but  it  certainly  happens,  and 
if  the  underworld  moves  into  it,  I  guess  there  is  a  question  there. 
But,  at  any  rate,  it  seems  like  a  good  idea  that  the  program  sure 
needs  to  be  tightened  up  so  we  can  protect  the  benefits  for  those 
who  truly  are  in  need. 

The  Chairman.  Thank  you,  Senator  Huddleston. 

Mr.  Secretary,  I  happened  to  catch  just  by  chance  a  portion  of  a 
panel  discussion  on  television,  one  of  the  Washington  stations. 

I  think  it  had  been  Friday  night,  I  am  not  certain,  but  they  had 
four  gentlemen  on  there,  and  they  were  highly  critical  of  the 
administration's  economic  proposals  in  general,  and  specifically 
part  of  the  panel  was  critical  of  the  President,  and  my  name  was 
called  also,  not  very  pleasantly  either,  and  one  of  the  gentlemen 
said  that  the  poor  people  of  this  country  have  a  constitutional  right 
to  their  food  stamps. 

Well,  I  sat  there,  and  I  wondered  when  the  Constitution  was 
rewritten  when  I  was  not  looking. 

Now,  I  mention  again,  just  one  little  episode,  which  is  important, 
not  because  of  itself,  but  because  it  indicates  what  is  happening  to 
public  attitudes  with  respect  to  a  safety  net  program. 

A  friend  of  mine,  quite  prominent  citizen  of  Charlotte,  N.C.,  said 
he  was  in  a  barber  shop  at  Christmas  time,  and  he  was  getting  a 
shoeshine,  and  the  young  fellow  who  was  shining  his  shoes  said, 
"Mr.  Cliff,  would  you  like  to  have  some  food  stamps?"  And  Cliff 
thought  he  was  joking,  said,  "No,  I  do  not  believe  I  need  any,"  and 
he  said,  "Well,  you  can  get  candy  for  your  grandchildren/'  and 
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Cliff  said,  "Well,  thanks,  but  no  thanks."  And  then  the  young  man 
said,  "I  have  got  a  whole  bushel  basket  full  of  food  stamps." 

Now,  the  point,  as  Mr.  Cameron  put  it,  is  not  so  much  however 
many  food  stamps  that  young  man  had  been  able  to  accumulate 
under  whatever  circumstances,  but  the  fact  that  he  saw  nothing 
wrong  with  it,  and  he  expressed  wonderment  that  an  attitude  like 
this  appears  to  be  growing,  that  it  is  all  right  to  rip  off  the 
taxpayer,  that  this  money  grows  on  trees  in  Washington,  D.C.,  and 
it  gets  down  to  a  moral  question,  and  that,  I  think,  Mr.  Secretary, 
is  why  we  are  receiving  just  a  deluge  of  indignant  letters  from 
people  all  over  this  country,  demanding  that  we  set  this  program 
straight  again. 

Now,  I  hear  a  lot  of  argument,  and  frankly  some  of  the  profes- 
sional lobbying  groups  surely  know  better,  but  they  have  been 
known  to  say  that  it  is  heartless  even  to  consider  eliminating 
duplication  of  food  stamps  and  free  lunches  at  school. 

Now,  there  is  nothing  heartless  about  it.  Either  the  food  stamps 
are  adequate  or  they  are  not,  but  in  any  case  there  is  a  clear 
duplication  which  this  Senator  does  not  think  ought  to  exist. 

Now,  many  argue  that  percentage  of  income  spent  for  food  is 
higher  than  30  percent,  upward  of  33  percent. 

Now,  I  wonder  what  would  be  your  reaction  to  increasing  the 
figure  of  the  benefit  reduction  rate,  as  it  is  known  technically,  to 
some  figure  like  33  percent,  which  may  be  closer  to  the  true 
percentage  spent  on  food,  have  you  given  any  thought  to  that? 

Mr.  Lyng.  Yes,  Mr.  Chairman,  we  took  a  look  at  30  and  35.  We 
took  specifically  a  look  at  33,  and  there  would  be  some  additional 
savings.  It  was  one  of  the  things  that  was  considered. 

Bill,  would  you  like  to  comment  any  further  on  that? 

Mr.  Hoagland.  Only  to  say  that  our  estimates  would  indicate  if 
you  were  to  increase  the  benefit  reduction  rate  to  32  percent  on 
this  bill,  we  are  talking  about  an  additional  $400  million  savings 
over  and  above  the  $2  billion  that  we  have  proposed  in  this  particu- 
lar program. 

If  you  were  to  do  that  on  the  existing  law,  not  on  this  bill,  but  on 
the  existing  law,  then  you  are  talking  in  the  neighborhood  of  $600 
million. 

The  program  is  extremely  sensitive  to  how  you  change  that 
benefit  reduction,  and  it  does  affect  everybody  across  the  board, 
after  they  pass  the  standard  deductions. 

The  Chairman.  This  may  be  apropros  of  nothing  but  the  figure 
you  just  gave — $400  million — do  you  ever  find  it  incredulous  that 
just  the  slightest  adjustment  involves  an  enormous  amount  of 
money? 

I  read  the  other  day  that  the  COLA  adjustments — every  time 
there  is  a  1-percent  increase  in  inflation — costs  the  taxpayers  $2 
billion  in  terms  of  pension  benefits  and  all  of  the  rest  of  it,  so  we 
are  dealing  with  an  enormous  amount  of  money  when  we  are 
talking  about  very  small  percentages. 

Now,  let  me  go  back  if  I  may,  to  the  overlap  between  the  school 
lunch  program  which  you  discussed  on  page  9,  the  overlap  between 
the  school  lunch  program  with  the  food  stamps,  would  there  be  a 
whole  lot  of  administrative  difficulty  in  doing  that? 
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Mr.  Lyng.  No,  Mr.  Chairman,  we  do  not  think  there  would  be  at 
all. 

There  is  some  argument  about  that,  but  the  procedure  we  pro- 
pose would  have  a  national  formula  that  would  eliminate  the  need 
for  actually  verifying  school  attendance.  It  would  not  be  a  compli- 
cated thing. 

The  Chairman.  I  am  not  going  to  ask  you  to  state  any  precise 
formula  that  you  would  settle  on  down  the  road,  but  give  me  an 
example  of  the  kind  of  formula  that  you  might  suggest,  but,  under- 
stand me,  we  will  not  hold  you  to  that. 

Mr.  Hoagland.  Well,  I  will  be  specific  as  to  what  we  have 
drafted  in  our  initial  legislation.  If  you  take  a  family  size  of  six 
that  receives  food  stamp  benefits,  and  you  calculate  the  per  person 
per  meal  value  that  you  get  with  their  food  stamps,  that  works  out 
to  my  recollection  to  about  67  cents  per  meal.  What  we  would  do  is 
simply  multiply  that  67  cents  times  the  average  number  of  school 
days  in  attendance  as  published  by  the  national  education  statistics 
that  come  out  every  year,  and  that  would  work  out  to  a  total 
factor,  in  the  neighborhood  of  $100  per  child  per  year.  We  would 
simply  prorate  that  over  the  number  of  months  that  they  are  in 
school.  If  you  assume  they  are  9  months  in  school,  it  works  out  to 
be  about  $11  per  child  in  school  to  be  reduced  out  of  their  allot- 
ments. 

The  Chairman.  But  it  would  be  based  on  the  actual  number  of 
children  in  school? 

Mr.  Lyng.  Correct. 

The  Chairman.  I  have  a  bunch  of  questions,  but  I  want  Senator 
Hayakawa  to  have  an  opportunity. 

Senator,  I  am  glad  to  see  you  this  morning.  You  may  proceed. 

Senator  Hayakawa.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  had  a  medical  appointment  this  morning,  but  I 
did  want  to  very  much  come  to  this. 

What  is  to  be  done  about  the  purchase  requirement? 

Mr.  Lyng.  We  are  not  proposing  to  reinstate  it. 

Senator  Hayakawa.  Recently,  I  read  an  article  about  sort  of  a 
secondary  black  market  in  food  stamps.  I  have  forgotten  how  the 
system  is  supposed  to  work,  but  you  buy  the  food  stamps  and  sell 
them  for  less  than  100  percent  on  the  dollar,  and  these  food  stamps 
in  turn 

Well,  how  is  the  black  market  created? 

Mr.  Lyng.  I  guess  the  food  stamps  have  been  used  for  everything 
at  one  place  or  another. 

I  understand  that  people  have  used  them  to  make  bets  on  the 
horses.  They  purchase  drugs,  and  they  are  a  medium  of  exchange; 
but  actually  they  have  their  greatest  value  in  the  grocery  store, 
where  they  are  accepted  at  full  value. 

The  amount  of  the  volume  of  stamps  that  would  be  sold  at 
discount  by  legitimate,  eligible  people  would  be  relatively  small  as 
a  part  of  tne  total. 

The  problem  areas  involve  the  theft  of  them,  the  large  quantity 
on  occasion  stolen,  and  counterfeiting  possibilities.  When  we  are 
doing  business  with  a  program  as  huge  as  this  one,  even  a  relative- 
ly small  amount  of  fraud  can  run  into  fantastic  amounts  of  money. 

Senator  Hayakawa.  Thank  you. 
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Now,  has  anything  been  done  about  this  matter  of  issuing  food 
stamps  to  strikers? 

Mr.  Lyng.  We  are  not  proposing  to  specifically  target  any  legisla- 
tion against  strikers,  but  we  are  proposing  that  the  eligibility  be 
based  on  a  review  of  earnings  up  until  the  time  of  application,  not 
only  as  it  is  now  in  prospective  eligibility.  This  will  in  effect  elimi- 
nate strikers  during  the  early  phases  of  the  strike. 

Senator  Hayakawa.  And  that  would  in  itself  involve  a  consider- 
able savings,  would  it  not? 

Mr.  Lyng.  Yes,  what  is  the  figure,  Bill,  we  anticipate,  not  just 
from  strikers,  but  from  overall? 

It  will  take  some  time  to  get  this  fully  installed,  but  by  fiscal 
1984  there  will  be  a  savings  of  $300  million. 

Senator  Hayakawa.  And  for  college  students? 

Mr.  Lyng.  As  I  understand  it,  the  modifications  in  the  law  that 
have  been  made  have  fairly  well  eliminated  college  students  now 
from  the  food  stamp  program. 

Senator  Hayakawa.  They  have  been? 

Mr.  Lyng.  We  are  not  targeting  any  part  of  this  specifically  to 
students. 

Senator  Hayakawa.  Students  are  sort  of  out  of  it  already,  are 
they  not? 

Mr.  Lyng.  Yes,  the  current  law,  the  laws  of  the  last  2  or  3  years 
have  had  some  considerable  affect  on  improving  the  food  stamp 
situation  relative  to  students. 

Senator  Hayakawa.  Well,  coming  from  California,  an  area  very 
popular  among  the  counter-culture  people,  I  am  acquainted  with 
whole  lifestyles  depending  on  welfare,  unemployment  benefits,  food 
stamps,  and  so  on,  and  there  are  people,  able-bodied  young  people 
who  managed  to  avoid  to  work  for  years,  and  who  have  lived  on  an 
accumulation  of  techniques  of  getting  by,  and  finding  themselves 
entitled  to  one  benefit  or  another  from  the  Government,  and  so  if 
you  crack  down  on  this,  or  make  it  more  difficult  to  lead  this  kind 
of  lifestyle,  it  is  entirely  parasitical,  and  I  certainly  encourage  your 
efforts  in  this  respect. 

I  also  want  to  ask,  you  have  a  paragraph  on  the  Virgin  Islands, 
Guam,  and  Puerto  Rico,  and  those  areas,  there  are  some  changes 
being  made  there? 

Mr.  Lyng.  Yes,  we  are  proposing  that  Puerto  Rico  be  converted 
for  fiscal  1982,  from  the  food  stamp  program  and  school  lunch 
program  and  other  nutrition  programs,  to  a  block  grant,  if  this 
legislation  passes  the  way  we  propose  it,  we  would  be  able  to  also 
do  this  in  a  number  of  other  nonmainland  areas. 

The  Puerto  Rican  situation  is  really  somewhat  unique,  with  ap- 
proximately 60  percent  of  the  population  there  on  food  stamps.  The 
cost  of  food  stamps  in  Puerto  Rico  approaches  10  percent  of  the 
total  U.S.  costs  for  food  stamps. 

We  feel  that  Puerto  Rico  can  perhaps  benefit  from  the  block 
grant  system  and  so  can  the  taxpayers  of  the  country. 

Senator  Hayakawa.  Well,  that  sounds  good. 

I  have  been  told,  although  not  very  authoritatively,  that  in  many 
of  the  Pacific  islands,  the  people  there  who  used  to  subsist  on 
fishing  and  coconuts  and  other  food  sources  that  involved  certain 
amounts  of  effort,  have  given  these  things  up  altogether  and 
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depend  entirely  on  manufactured  food  imported  from  the  mainland 
paid  for  with  food  stamps. 

How  exaggerated  are  these  stories  of  the  destruction  of  the 
economies  in  these  Pacific  islands  because  of  the  food  stamp  pro- 
gram? 

Mr.  Lyng.  I  cannot  speak  for  the  Pacific  islands,  but  it  certainly 
is  apparent  that  food  stamps  have  had  a  major  impact  on  Puerto 
Rico. 

Senator  Hayakawa.  It  seems  to  have  had  on  American  Samoa  as 
well. 

Mr.  Lyng.  The  only  island  in  the  Pacific  that  has  food  stamps,  is 
Guam. 

There  are  a  number  of  others,  like  the  Marianas  that  are  ready 
and  anxious  to  have  food  stamps.  We  would  like  to,  and  if  this 
legislation  is  approved,  we  would  have  the  authority  to  give  block 
grants. 

Senator  Hayakawa.  To  give  block  grants? 

Mr.  Lyng.  To  give  block  grants.  We  have  not  worked  out  the 
details  on  the  block  grants.  That  would  be  forthcoming  very  soon. 

Senator  Hayakawa.  Mr.  Secretary,  I  will  be  following  your  prog- 
ress on  this  with  great  interest. 

I  just  regret  not  having  been  here  for  the  whole  discussion,  and  if 
we  have  further  discussion  on  this,  Mr.  Chairman,  I  will  certainly 
be  here. 

Thank  you  very  much. 

The  Chairman.  Thank  you,  Senator. 

Mr.  Secretary,  let  me  go  back  to  the  question  of  elimination  of 
the  purchase  requirement. 

You  say  you  have  no  proposal  in  that  regard? 

Mr.  Lyng.  No,  Mr.  Chairman,  we  are  not  proposing  to  reinstate 
the  purchase  requirement. 

The  Chairman.  You  would  not  resist  the  Congress  doing  it? 

Now,  I  have  in  mind  exempting  from  the  purchase  requirement 
the  elderly,  various  groups,  the  disabled,  that  sort  of  thing,  but  it  is 
something  that  I  as  one  Senator  wanted  to  consider. 

Now,  you  would  not  have  any  strong  opposition  to  our  doing 
that,  would  you? 

Mr.  Lyng.  The  administration's  viewpoint  on  that  has  not  been 
fully  developed,  but  we  are  giving  some  consideration,  as  you  know, 
to  moving  toward  block  grants  for  a  number  of  these  programs. 
The  administrative  cost  of  applying  the  purchase  requirement  is 
high. 

We  are  reluctant  to  do  that,  if  in  fact  we  wish  to  move  toward  a 
block  grant  system  for  all  of  these  programs. 

That  is  not  to  say  we  at  all  favor  the  removal.  I  personally  had 
something  to  do  with  this  program  12  years  ago. 

I  believe  it  was  a  mistake  to  eliminate  the  purchase  requirement, 
but  I  am  not  sure  that  the  best  solution  would  be  to  go  back  to  it. 

The  Chairman.  Now,  assuming  that  we  are  successful  in  reduc- 
ing the  program  costs  say  to  $10  billion  from  the  $12.4  billion,  that 
would  still  be  roughly  in  the  neighborhood  of  40  percent  of  the 
total  cost  of  operating  the  Agriculture  Department,  would  it  not? 

What  is  it,  $25,  $26  billion? 

This  is  excluding  food  stamps? 
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Mr.  Lyng.  In  outlays  our  proposed  budget  for  this  year  is  some- 
thing slightly  under  $24  billion,  so  that  the  minute  you  add  to  that 
the  other  nutrition  programs,  the  school  lunch  program,  other 
nutrition  programs,  it  actually  exceeds  50  percent. 

The  Chairman.  Just  a  horseback  figure,  what  is  the  Agriculture 
Department  spending  for  agriculture,  aside  from  nutrition  pro- 
grams, food  stamps,  et  cetera? 

Mr.  Lyng.  Well,  not  very  much,  because  one  of  our  other  large 
programs  is  the  Forest  Service,  well  over  $2  billion  in  the  budget 
for  that,  and  many  of  the  financial  programs,  even  though  they  are 
so-called  rural  American  programs,  they  go  far-afield  from  that.  I 
would  say  that  our  total  agriculture  program  is  probably  less  than 
$5  billion,  less  than  half  of  what  the  reduced  food  stamp  budget 
would  be  by  itself. 

The  Chairman.  I  find  myself  wondering  how  many  people  realize 
that. 

Now,  you  and  I  have  discussed  purely  on  a  tentative  basis  strip- 
ping the  food  stamp  program  out  of  the  farm  bill  itself. 

I  am  not  going  to  ask  you  to  take  a  stand  on  that  this  morning, 
but  I  am  not  sure  that  consideration  of  the  farm  bill  ought  to  be 
inhibited  by  this  program. 

I  would  insist  that  the  food  stamp  program  continue  to  be  under 
the  purview  of  the  Agriculture  Department  and  this  committee  of 
the  Senate,  but  I  think  it  might  serve  a  useful  purpose  if  we 
stripped  it  away  and  moved  toward  the  kind  of  arithmetic  that 
would  give  the  American  people  the  understanding  of  how  little 
really  is  being  spent  on  agricultural  matters,  matters  involving  the 
farmer  directly;  of  course  food  stamps  involve  food — farmers  pro- 
duce food  and  that  sort  of  thing,  I  admit  that — but  I  am  talking 
about  the  administration,  of  the  production  of  food  in  this  country. 

I  think  this  is  something  for  us  to  think  about. 

Any  of  you  have  any  further  questions? 

Senator  Huddleston.  Let  me  ask  one  other  question. 

Do  you  anticipate  any  new  eligibility  of  recipients  coming  on 
under  your  new  guidelines? 

Mr.  Lyng.  We  are  not  really  broadening  the  eligibility  in  any 
category  that  I  can  think  of,  can  you,  Bill? 

Mr.  Hoagland.  It  is  a  very  subtle  point  that  you  are  raising.  We 
are  setting  gross  income  eligibility  to  130-percent  poverty.  Because 
the  current  law  sets  eligibility  at  net  income  equal  to  tne  poverty 
level  it  is  possible  that  some  people  who  are  currently  ineligible 
because  of  the  net  income  test  of  poverty  will  be  brought  in.  It 
would  be  very  minor,  and  I  will  get  the  exact  figures  for  you. 

Senator  Huddleston.  A  very  small  amount. 

[The  following  response  was  subsequently  received  by  the  com- 
mittee:] 

Approximately  145,000  persons  or  slightly  less  than  52,000  households  would 
become  newly  eligible  and  participate  in  the  program  under  the  proposed  provision. 

The  Chairman.  Senator  Jepsen,  I  bet  you  want  to  ask  him  about 
the  grain  embargo. 

Senator  Jepsen.  No,  sir. 

The  Chairman.  I  cannot  believe  it.  I  was  just  going  to  ask  him 
myself. 

Has  there  been  any  development  on  that? 
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The  Chairman.  Now,  the  Inspector  General  was  here  last  week, 
and  he  discussed  in  some  detail  the  difficulty  and  the  danger  that 
his  agents  confront  in  investigating  fraud. 

He  made  it  clear  that  if  they  were  going  to  do  their  job  adequate- 
ly that  their  lives  may  be  in  peril,  because  this  thing  is  getting  into 
the  big  business  area  in  terms  of  organized  crime,  and  that  sort  of 
thing,  and  I  just  would  want  to  suggest  to  you  that  the  Department 
seriously  consider  the  need  to  increase  the  resources  assigned  to 
the  Office  of  Inspector  General,  and  to  provide  sufficient  law  en- 
forcement protection  and  authority  for  these  people  who  are  trying 
to  do  their  job. 

Now,  I  share  the  view  of  an  investigator  from  the  State  of 
Florida,  Moe  Atwater,  who  was  a  very  eloquent  man  who  testified 
last  week.  He  said  you  talk  about  misrepresentations,  and  you  talk 
about  other  abuses  that  are  going  on  in  the  food  stamp  program,  he 
said  these  are  not  simply  misrepresentations,  they  are  crimes,  they 
are  stealing,  and  he  said  the  sooner  we  get  a  proper  grasp  of  what 
this  is,  and  the  sooner  we  get  a  determination  to  clean  up  this 
program  and  tighten  it  up  and  make  it  do  precisely  what  it  was 
intended  to  do  and  no  more  and  no  less,  he  said  you  are  going  to 
have  the  mechanism  for  reform  or  the  creation  of  a  fiscal  monster. 

I  think  he  is  right. 

Now,  I  carry  around  in  my  pocket,  I  have  carried  this  for  a 
number  of  years,  it  is  a  little  bit  worn,  about  the  growth  of  this 
program,  and  by  the  year  1975,  that  was  nearly  6  years  ago,  the 
program  had  grown  14,000  percent,  and  that  was  5  years  ago, 
almost  6,  so  this  is  what  we  are  dealing  with. 

Nobody  is  trying  to  starve  any  hungry  children.  Nobody  is  trying 
to  take  away  from  the  needy  elderly.  Quite  to  the  contrary,  they 
are  the  ones  who  are  getting  ripped  off,  they  are  being  denied,  Mr. 
Secretary,  the  additional  help  they  might  otherwise  get,  because  of 
all  of  these  freeloaders  and  thieves,  who  have  invaded  this  pro- 
gram. I  want  you  to  know,  as  one  Senator  and  as  chairman  of  this 
committee,  I  will  work  with  your  Department  in  any  way  that  I 
can  to  tighten  this  program  up. 

I  am  getting  a  lot  of  criticism  from  people  who  either  don't  know 
or  don't  care  what  the  facts  are,  but  I  say  again,  that  we  have  got  a 
fiscal  monster  in  the  making,  and  I  commend  you  for  the  proposals 
you  state  here. 

I  have  taken  too  long. 

Senator  Huddleston? 

Senator  Huddleston.  Thank  you,  Mr.  Chairman. 

I  enjoyed  listening  to  you. 

Mr.  Secretary,  I  am  delighted  to  see  you  today  and  delighted  to 
see  the  proposals  that  the  administration  is  making. 

I  have  always  felt  that  at  least  conceptually  the  food  stamp 
program  was  one  of  our  better  assistance  programs. 

It  is  directed  at  a  specific  need  and  does  provide  funds  that  if 
properly  used,  are  only  used  for  that  purpose.  But,  as  I  see  it,  and 
the  chairman  has  alluded  to  it,  there  are  two  major  forces  that  are 
working  against  this  program  all  the  time. 

One  of  them,  of  course,  is  the  tremendous  cost  which  has  been 
increasing  steadily.  The  increase  in  cost  has  been  brought  about,  in 
part,  by  the  fact  that  it  is  a  relatively  new  program,  and  more  and 
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more  people  became  aware  of  it  and  resorted  to  it,  so  in  addition  to 
the  liberalized  benefits  that  we  added  to  it,  we  had  increasing 
numbers  of  participants,  and  that  really  pushed  the  cost  up  to  very 
high  levels. 

The  other  thing  is  that  it  is  the  most  visible  of  all  of  our  assist- 
ance programs.  You  send  a  check  out  to  an  AFDC  family,  and  they 
cash  the  check  and  spend  it  like  everybody  else,  but  everybody  sees 
the  expenditure  of  the  food  stamps. 

The  housewife  who  is  struggling  with  her  own  budget,  trying  to 
make  a  difficult  decision  on  what  to  buy  and  what  not  to  buy, 
happens  to  get  into  the  checkout  line  behind  someone  that  is 
spending  their  food  stamps,  and  many  cases  apparently  from  the 
reports  I  get,  those  persons  have  not  been  quite  as  selective  in  their 
choices  of  items  as  the  person  who  is  paying  totally  for  their  food 
needs.  This  makes  it,  in  my  judgment  the  most  unpopular  program 
that  we  have  among  those  who  are  not  recipients,  and  those  are 
the  people  that  we  hear  from  continually.  I  think  we  do  have  a 
responsibility  to  try  to  address  both  these  problems  and  to  tailor 
the  program  to  only  those  who  really  need  it,  or  everyone  who  does 
depend  on  it  is  in  jeopardy  of  losing  their  benefits. 

We  have  a  tremendous  problem,  I  think,  in  trying  to  reach  the 
right  balance. 

I  do  not  disagree  offhand  with  anything  that  you  have  suggested. 

Of  course,  all  of  the  proposals  need  to  be  studied  for  total  impact. 

I  did  notice  that  on  the  question  of  savings,  and  on  the  question 
of  who  may  get  hurt  or  who  may  not  get  hurt,  it  is  based  on  a  good 
many  assumptions,  economic  assumptions  as  to  what  the  economy 
is  going  to  do,  and  what  the  other  parts  of  the  administration's 
program  will  produce. 

Given  that,  is  there  any  flexibility  in  the  program,  or  in  the 
figures  you  are  going  to  recommend  as  far  as  the  1982  ceiling  caps 
are  concerned,  taken  into  account  the  fact  that  you  may  have 
miscalculated  on  some  of  these  figures? 

Mr.  Lyng.  In  the  specific  legislation  that  we  will  propose,  there 
will  be  an  authorization  figure,  an  authorization  limit,  and  while  it 
will  allow  for  some,  at  least  the  way  I  understand  it,  expansion 
over  the  anticipated  outlays,  there  will  be  a  modest  amount  of 
flexibility. 

Senator  Huddleston.  Have  you  taken  into  account  some  consid- 
erations of  the  cuts  in  other  programs,  such  as  AFDC,  CETA,  and 
whatever,  will  likely  increase  the  roles  of  those  that  even  fall 
under  the  130  percent  poverty? 

Mr.  Lyng.  To  some  extent  we  have  tried  to  take  that  into  consid- 
eration. 

Whether  we  have  done  that  accurately,  I  cannot  say  at  this 
point. 

Senator  Huddleston.  What  about  military  personnel,  do  you 
have  any  figures  about  the  number  of  military  personnel  that  are 
now  receiving  food  stamps,  eligible  for  food  stamps,  and  how  that 
figure  may  change? 

Mr.  Lyng.  I  do  not  know  whether  we  have  that. 

Senator  Huddleston.  I  see. 
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we  i&iicated  in  the  testimony.  We  hope  that  will  be  implemented 
by  July  1.  We  are  also  dealing  with  the  household  definition. 
with  fraud  reporting  by  States  to  the  national  leveL  We  are  < 
with  jruast  about  every  issue  in  there  except  one.  which  is : 
technical  and  hat  to  do  with  prorating  the  shelter  cap. 

Senator  Huddlestok.  Ill  just  dose,  Mr.  Chairman,  to  say,  as  I 
have  said  before,  this  has  been  a  program  that  has  been  in  many 
cases  very  hard  to  defend  and  support,  because  of  the  abuses  that 
have  developed. 

In  my  experience  2  or  3  years  ago,  I  discussed  this  matter  with 
case  workers  within  the  State  agencies  administering  die  program. 
In  my  State  they  were  very  defensive,  and  when  we  talked  about 
doing  certain  things,  about  tightening  up,  they  would  always  make 
a  pr&ty  strong  case  that  the  need  was  really  there,  and  they 
talked  of  people  who  needed  help,  and  that  we  should  not  tinker 
with  it. 

In  recent  months  that  has  changed  somewhat  I  have  had  case 
workers  now  in  the  State  come  to  me  and  say  we  have  got  to  do 
something,  whereas  previously  the  recipient  himself  usually 
someone  who  came  in  and  was  appreciative  of  the  fact  that  he 
going  to  get  some  help. 

In  many  cases  now  they  come  in  very  demanding,  I  know  the 
case  workers  feel  like  they  are  being  conned  or  taken  many  times 
now,  and  the  whole  attitude  toward  this  is  some  kind  of  bonanza.  I 
do  not  know  to  what  extent  the  professionals  have  moved  into  this 
program,  but  there  is  probably  some  evidence  there,  some  testimo- 
ny about  how  systematically  the  stamps  are  actually  being  stolen. 
That  is  not  the  fault  of  the  recipients,  but  it  certainly  happens,  and 
if  the  underworld  moves  into  it,  I  guess  there  is  a  question  there. 
But,  at  any  rate,  it  seems  like  a  good  idea  that  the  program  sure 
needs  to  be  tightened  up  so  we  can  protect  the  benefits  for  those 
who  truly  are  in  need. 

The  Chairman.  Thank  you,  Senator  Huddleston. 

Mr.  Secretary,  I  happened  to  catch  just  by  chance  a  portion  of  a 
panel  discussion  on  television,  one  of  the  Washington  stations. 

I  think  it  had  been  Friday  night,  I  am  not  certain,  but  they  had 
four  gentlemen  on  there,  and  they  were  highly  critical  of  the 
administration's  economic  proposals  in  general,  and  specifically 
part  of  the  panel  was  critical  of  the  President,  and  my  name  was 
called  also,  not  very  pleasantly  either,  and  one  of  the  gentlemen 
said  that  the  poor  people  of  this  country  have  a  constitutional  right 
to  their  food  stamps. 

Well,  I  sat  there,  and  I  wondered  when  the  Constitution  was 
rewritten  when  I  was  not  looking. 

Now,  I  mention  again,  just  one  little  episode,  which  is  important, 
not  because  of  itself,  but  because  it  indicates  what  is  happening  to 
public  attitudes  with  respect  to  a  safety  net  program. 

A  friend  of  mine,  quite  prominent  citizen  of  Charlotte,  N.C.,  said 
he  was  in  a  barber  shop  at  Christmas  time,  and  he  was  getting  a 
shoeshine,  and  the  young  fellow  who  was  shining  his  shoes  said, 
"Mr.  Cliff,  would  you  like  to  have  some  food  stamps?"  And  Cliff 
thought  he  was  joking,  said,  "No,  I  do  not  believe  I  need  any,"  and 
he  said,  "Well,  you  can  get  candy  for  your  grandchildren,"  and 
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Cliff  said,  "Well,  thanks,  but  no  thanks."  And  then  the  young  man 
said,  "I  have  got  a  whole  bushel  basket  full  of  food  stamps/' 

Now,  the  point,  as  Mr.  Cameron  put  it,  is  not  so  much  however 
many  food  stamps  that  young  man  had  been  able  to  accumulate 
under  whatever  circumstances,  but  the  fact  that  he  saw  nothing 
wrong  with  it,  and  he  expressed  wonderment  that  an  attitude  like 
this  appears  to  be  growing,  that  it  is  all  right  to  rip  off  the 
taxpayer,  that  this  money  grows  on  trees  in  Washington,  D.C.,  and 
it  gets  down  to  a  moral  question,  and  that,  I  think,  Mr.  Secretary, 
is  why  we  are  receiving  just  a  deluge  of  indignant  letters  from 
people  all  over  this  country,  demanding  that  we  set  this  program 
straight  again. 

Now,  I  hear  a  lot  of  argument,  and  frankly  some  of  the  profes- 
sional lobbying  groups  surely  know  better,  but  they  have  been 
known  to  say  that  it  is  heartless  even  to  consider  eliminating 
duplication  of  food  stamps  and  free  lunches  at  school. 

Now,  there  is  nothing  heartless  about  it.  Either  the  food  stamps 
are  adequate  or  they  are  not,  but  in  any  case  there  is  a  clear 
duplication  which  this  Senator  does  not  think  ought  to  exist. 

Now,  many  argue  that  percentage  of  income  spent  for  food  is 
higher  than  30  percent,  upward  of  33  percent. 

Now,  I  wonder  what  would  be  your  reaction  to  increasing  the 
figure  of  the  benefit  reduction  rate,  as  it  is  known  technically,  to 
some  figure  like  33  percent,  which  may  be  closer  to  the  true 
percentage  spent  on  food,  have  you  given  any  thought  to  that? 

Mr.  Lyng.  Yes,  Mr.  Chairman,  we  took  a  look  at  30  and  35.  We 
took  specifically  a  look  at  33,  and  there  would  be  some  additional 
savings.  It  was  one  of  the  things  that  was  considered. 

Bill,  would  you  like  to  comment  any  further  on  that? 

Mr.  Hoagland.  Only  to  say  that  our  estimates  would  indicate  if 
you  were  to  increase  the  benefit  reduction  rate  to  32  percent  on 
this  bill,  we  are  talking  about  an  additional  $400  million  savings 
over  and  above  the  $2  billion  that  we  have  proposed  in  this  particu- 
lar program. 

If  you  were  to  do  that  on  the  existing  law,  not  on  this  bill,  but  on 
the  existing  law,  then  you  are  talking  in  the  neighborhood  of  $600 
million. 

The  program  is  extremely  sensitive  to  how  you  change  that 
benefit  reduction,  and  it  does  affect  everybody  across  the  board, 
after  they  pass  the  standard  deductions. 

The  Chairman.  This  may  be  apropros  of  nothing  but  the  figure 
you  just  gave — $400  million — do  you  ever  find  it  incredulous  that 
just  the  slightest  adjustment  involves  an  enormous  amount  of 
money? 

I  read  the  other  day  that  the  COLA  adjustments — every  time 
there  is  a  1-percent  increase  in  inflation — costs  the  taxpayers  $2 
billion  in  terms  of  pension  benefits  and  all  of  the  rest  of  it,  so  we 
are  dealing  with  an  enormous  amount  of  money  when  we  are 
talking  about  very  small  percentages. 

Now,  let  me  go  back  if  I  may,  to  the  overlap  between  the  school 
lunch  program  which  you  discussed  on  page  9,  the  overlap  between 
the  school  lunch  program  with  the  food  stamps,  would  there  be  a 
whole  lot  of  administrative  difficulty  in  doing  that? 


Digitized  by 


Google 


230 


Mr.  Lyng.  No,  Mr.  Chairman,  we  do  not  think  there  would  be  at 
all. 

There  is  some  argument  about  that,  but  the  procedure  we  pro- 
pose would  have  a  national  formula  that  would  eliminate  the  need 
for  actually  verifying  school  attendance.  It  would  not  be  a  compli- 
cated thing. 

The  Chairman.  I  am  not  going  to  ask  you  to  state  any  precise 
formula  that  you  would  settle  on  down  the  road,  but  give  me  an 
example  of  the  kind  of  formula  that  you  might  suggest,  but,  under- 
stand me,  we  will  not  hold  you  to  that. 

Mr.  Hoagland.  Well,  I  will  be  specific  as  to  what  we  have 
drafted  in  our  initial  legislation.  If  you  take  a  family  size  of  six 
that  receives  food  stamp  benefits,  and  you  calculate  the  per  person 
per  meal  value  that  you  get  with  their  food  stamps,  that  works  out 
to  my  recollection  to  about  67  cents  per  meal.  What  we  would  do  is 
simply  multiply  that  67  cents  times  the  average  number  of  school 
days  in  attendance  as  published  by  the  national  education  statistics 
that  come  out  every  year,  and  that  would  work  out  to  a  total 
factor,  in  the  neighborhood  of  $100  per  child  per  year.  We  would 
simply  prorate  that  over  the  number  of  months  that  they  are  in 
school.  If  you  assume  they  are  9  months  in  school,  it  works  out  to 
be  about  $11  per  child  in  school  to  be  reduced  out  of  their  allot- 
ments. 

The  Chairman.  But  it  would  be  based  on  the  actual  number  of 
children  in  school? 

Mr.  Lyng.  Correct. 

The  Chairman.  I  have  a  bunch  of  questions,  but  I  want  Senator 
Hayakawa  to  have  an  opportunity. 

Senator,  I  am  glad  to  see  you  this  morning.  You  may  proceed. 

Senator  Hayakawa.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  had  a  medical  appointment  this  morning,  but  I 
did  want  to  very  much  come  to  this. 

What  is  to  be  done  about  the  purchase  requirement? 

Mr.  Lyng.  We  are  not  proposing  to  reinstate  it. 

Senator  Hayakawa.  Recently,  I  read  an  article  about  sort  of  a 
secondary  black  market  in  food  stamps.  I  have  forgotten  how  the 
system  is  supposed  to  work,  but  you  buy  the  food  stamps  and  sell 
them  for  less  than  100  percent  on  the  dollar,  and  these  food  stamps 
in  turn 

Well,  how  is  the  black  market  created? 

Mr.  Lyng.  I  guess  the  food  stamps  have  been  used  for  everything 
at  one  place  or  another. 

I  understand  that  people  have  used  them  to  make  bets  on  the 
horses.  They  purchase  drugs,  and  they  are  a  medium  of  exchange; 
but  actually  they  have  their  greatest  value  in  the  grocery  store, 
where  they  are  accepted  at  full  value. 

The  amount  of  the  volume  of  stamps  that  would  be  sold  at 
discount  by  legitimate,  eligible  people  would  be  relatively  small  as 
a  part  of  tne  total. 

The  problem  areas  involve  the  theft  of  them,  the  large  quantity 
on  occasion  stolen,  and  counterfeiting  possibilities.  When  we  are 
doing  business  with  a  program  as  huge  as  this  one,  even  a  relative- 
ly small  amount  of  fraud  can  run  into  fantastic  amounts  of  money. 

Senator  Hayakawa.  Thank  you. 


Digitized  by 


Google 


231 


Now,  has  anything  been  done  about  this  matter  of  issuing  food 
stamps  to  strikers? 

Mr.  Lyng.  We  are  not  proposing  to  specifically  target  any  legisla- 
tion against  strikers,  but  we  are  proposing  that  the  eligibility  be 
based  on  a  review  of  earnings  up  until  the  time  of  application,  not 
only  as  it  is  now  in  prospective  eligibility.  This  will  in  effect  elimi- 
nate strikers  during  the  early  phases  of  the  strike. 

Senator  Hayakawa.  And  that  would  in  itself  involve  a  consider- 
able savings,  would  it  not? 

Mr.  Lyng.  Yes,  what  is  the  figure,  Bill,  we  anticipate,  not  just 
from  strikers,  but  from  overall? 

It  will  take  some  time  to  get  this  fully  installed,  but  by  fiscal 
1984  there  will  be  a  savings  of  $300  million. 

Senator  Hayakawa.  And  for  college  students? 

Mr.  Lyng.  As  I  understand  it,  the  modifications  in  the  law  that 
have  been  made  have  fairly  well  eliminated  college  students  now 
from  the  food  stamp  program. 

Senator  Hayakawa.  They  have  been? 

Mr.  Lyng.  We  are  not  targeting  any  part  of  this  specifically  to 
students. 

Senator  Hayakawa.  Students  are  sort  of  out  of  it  already,  are 
they  not? 

Mr.  Lyng.  Yes,  the  current  law,  the  laws  of  the  last  2  or  3  years 
have  had  some  considerable  affect  on  improving  the  food  stamp 
situation  relative  to  students. 

Senator  Hayakawa.  Well,  coming  from  California,  an  area  very 
popular  among  the  counter-culture  people,  I  am  acquainted  with 
whole  lifestyles  depending  on  welfare,  unemployment  benefits,  food 
stamps,  and  so  on,  and  there  are  people,  able-bodied  young  people 
who  managed  to  avoid  to  work  for  years,  and  who  have  lived  on  an 
accumulation  of  techniques  of  getting  by,  and  finding  themselves 
entitled  to  one  benefit  or  another  from  the  Government,  and  so  if 
you  crack  down  on  this,  or  make  it  more  difficult  to  lead  this  kind 
of  lifestyle,  it  is  entirely  parasitical,  and  I  certainly  encourage  your 
efforts  in  this  respect. 

I  also  want  to  ask,  you  have  a  paragraph  on  the  Virgin  Islands, 
Guam,  and  Puerto  Rico,  and  those  areas,  there  are  some  changes 
being  made  there? 

Mr.  Lyng.  Yes,  we  are  proposing  that  Puerto  Rico  be  converted 
for  fiscal  1982,  from  the  food  stamp  program  and  school  lunch 
program  and  other  nutrition  programs,  to  a  block  grant,  if  this 
legislation  passes  the  way  we  propose  it,  we  would  be  able  to  also 
do  this  in  a  number  of  other  nonmainland  areas. 

The  Puerto  Rican  situation  is  really  somewhat  unique,  with  ap- 
proximately 60  percent  of  the  population  there  on  food  stamps.  The 
cost  of  food  stamps  in  Puerto  Rico  approaches  10  percent  of  the 
total  U.S.  costs  for  food  stamps. 

We  feel  that  Puerto  Rico  can  perhaps  benefit  from  the  block 
grant  system  and  so  can  the  taxpayers  of  the  country. 

Senator  Hayakawa.  Well,  that  sounds  good. 

I  have  been  told,  although  not  very  authoritatively,  that  in  many 
of  the  Pacific  islands,  the  people  there  who  used  to  subsist  on 
fishing  and  coconuts  and  other  food  sources  that  involved  certain 
amounts  of  effort,  have  given  these  things  up  altogether  and 
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depend  entirely  on  manufactured  food  imported  from  the  mainland 
paid  for  with  food  stamps. 

How  exaggerated  are  these  stories  of  the  destruction  of  the 
economies  in  these  Pacific  islands  because  of  the  food  stamp  pro- 
gram? 

Mr.  Lyng.  I  cannot  speak  for  the  Pacific  islands,  but  it  certainly 
is  apparent  that  food  stamps  have  had  a  major  impact  on  Puerto 
Rico. 

Senator  Hayakawa.  It  seems  to  have  had  on  American  Samoa  as 
well. 

Mr.  Lyng.  The  only  island  in  the  Pacific  that  has  food  stamps,  is 
Guam. 

There  are  a  number  of  others,  like  the  Marianas  that  are  ready 
and  anxious  to  have  food  stamps.  We  would  like  to,  and  if  this 
legislation  is  approved,  we  would  have  the  authority  to  give  block 
grants. 

Senator  Hayakawa.  To  give  block  grants? 

Mr.  Lyng.  To  give  block  grants.  We  have  not  worked  out  the 
details  on  the  block  grants.  That  would  be  forthcoming  very  soon. 

Senator  Hayakawa.  Mr.  Secretary,  I  will  be  following  your  prog- 
ress on  this  with  great  interest. 

I  just  regret  not  having  been  here  for  the  whole  discussion,  and  if 
we  have  further  discussion  on  this,  Mr.  Chairman,  I  will  certainly 
be  here. 

Thank  you  very  much. 

The  Chairman.  Thank  you,  Senator. 

Mr.  Secretary,  let  me  go  back  to  the  question  of  elimination  of 
the  purchase  requirement. 

You  say  you  have  no  proposal  in  that  regard? 

Mr.  Lyng.  No,  Mr.  Chairman,  we  are  not  proposing  to  reinstate 
the  purchase  requirement. 

The  Chairman.  You  would  not  resist  the  Congress  doing  it? 

Now,  I  have  in  mind  exempting  from  the  purchase  requirement 
the  elderly,  various  groups,  the  disabled,  that  sort  of  thing,  but  it  is 
something  that  I  as  one  Senator  wanted  to  consider. 

Now,  you  would  not  have  any  strong  opposition  to  our  doing 
that,  would  you? 

Mr.  Lyng.  The  administration's  viewpoint  on  that  has  not  been 
fully  developed,  but  we  are  giving  some  consideration,  as  you  know, 
to  moving  toward  block  grants  for  a  number  of  these  programs. 
The  administrative  cost  of  applying  the  purchase  requirement  is 
high. 

We  are  reluctant  to  do  that,  if  in  fact  we  wish  to  move  toward  a 
block  grant  system  for  all  of  these  programs. 

That  is  not  to  say  we  at  all  favor  the  removal.  I  personally  had 
something  to  do  with  this  program  12  years  ago. 

I  believe  it  was  a  mistake  to  eliminate  the  purchase  requirement, 
but  I  am  not  sure  that  the  best  solution  would  be  to  go  back  to  it. 

The  Chairman.  Now,  assuming  that  we  are  successful  in  reduc- 
ing the  program  costs  say  to  $10  billion  from  the  $12.4  billion,  that 
would  still  be  roughly  in  the  neighborhood  of  40  percent  of  the 
total  cost  of  operating  the  Agriculture  Department,  would  it  not? 

What  is  it,  $25,  $26  billion? 

This  is  excluding  food  stamps? 
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Mr.  Lyng.  In  outlays  our  proposed  budget  for  this  year  is  some- 
thing slightly  under  $24  billion,  so  that  the  minute  you  add  to  that 
the  other  nutrition  programs,  the  school  lunch  program,  other 
nutrition  programs,  it  actually  exceeds  50  percent. 

The  Chairman.  Just  a  horseback  figure,  what  is  the  Agriculture 
Department  spending  for  agriculture,  aside  from  nutrition  pro- 
grams, food  stamps,  et  cetera? 

Mr.  Lyng.  Well,  not  very  much,  because  one  of  our  other  large 
programs  is  the  Forest  Service,  well  over  $2  billion  in  the  budget 
for  that,  and  many  of  the  financial  programs,  even  though  they  are 
so-called  rural  American  programs,  they  go  far-afield  from  that.  I 
would  say  that  our  total  agriculture  program  is  probably  less  than 
$5  billion,  less  than  half  of  what  the  reduced  food  stamp  budget 
would  be  by  itself. 

The  Chairman.  I  find  myself  wondering  how  many  people  realize 
that. 

Now,  you  and  I  have  discussed  purely  on  a  tentative  basis  strip- 
ping the  food  stamp  program  out  of  the  farm  bill  itself. 

I  am  not  going  to  ask  you  to  take  a  stand  on  that  this  morning, 
but  I  am  not  sure  that  consideration  of  the  farm  bill  ought  to  be 
inhibited  by  this  program. 

I  would  insist  that  the  food  stamp  program  continue  to  be  under 
the  purview  of  the  Agriculture  Department  and  this  committee  of 
the  Senate,  but  I  think  it  might  serve  a  useful  purpose  if  we 
stripped  it  away  and  moved  toward  the  kind  of  arithmetic  that 
would  give  the  American  people  the  understanding  of  how  little 
really  is  being  spent  on  agricultural  matters,  matters  involving  the 
farmer  directly;  of  course  food  stamps  involve  food — farmers  pro- 
duce food  and  that  sort  of  thing,  I  admit  that — but  I  am  talking 
about  the  administration,  of  the  production  of  food  in  this  country. 

I  think  this  is  something  for  us  to  think  about. 

Any  of  you  have  any  further  questions? 

Senator  Huddleston.  Let  me  ask  one  other  question. 

Do  you  anticipate  any  new  eligibility  of  recipients  coming  on 
under  your  new  guidelines? 

Mr.  Lyng.  We  are  not  really  broadening  the  eligibility  in  any 
category  that  I  can  think  of,  can  you,  Bill? 

Mr.  Hoagland.  It  is  a  very  subtle  point  that  you  are  raising.  We 
are  setting  gross  income  eligibility  to  130-percent  poverty.  Because 
the  current  law  sets  eligibility  at  net  income  equal  to  the  poverty 
level  it  is  possible  that  some  people  who  are  currently  ineligible 
because  of  the  net  income  test  of  poverty  will  be  brought  in.  It 
would  be  very  minor,  and  I  will  get  the  exact  figures  for  you. 

Senator  Huddleston.  A  very  small  amount. 

[The  following  response  was  subsequently  received  by  the  com- 
mittee:] 

Approximately  145,000  persons  or  slightly  less  than  52,000  households  would 
become  newly  eligible  and  participate  in  the  program  under  the  proposed  provision. 

The  Chairman.  Senator  Jepsen,  I  bet  you  want  to  ask  him  about 
the  grain  embargo. 

Senator  Jepsen.  No,  sir. 

The  Chairman.  I  cannot  believe  it.  I  was  just  going  to  ask  him 
myself. 

Has  there  been  any  development  on  that? 
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Mr.  Lyng.  Mr.  Chairman,  and  Senator  Jepsen,  I  think  you 
that  the  President  very  much  would  like  to  remove  die 
embargo,  but  the  Russians  are  simply  not  making  it  very 
find  a  good  day. 

Just  about  when  we  get  them  ready  to  do  that,  the  situation  in 
Eastern  Europe  gets  more  grim,  and  in  the  last  few  days  it  has 
been  very  serious. 

I  would  hope  that  the  Russians  would  understand  that  they 
should  not  invade  Poland,  but  it  seems  they  are  doing 
chief  there,  and  while  that  situation  continues  in  the  critical : 
that  it  is  in,  it  is  a  day-by-day  thing.  I  do  not  believe  there  is  i 
chance  of  removing  that  grain  embargo. 

Senator  Jepsen.  I  can  appreciate  the  problems,  and  I  jhwuiim1 
there  will  soon  be  a  point  of  time,  realistically,  when  they  may 
back  off  of  the  Poland  thing.  At  that  time  all  of  us  will  renew  our 
efforts,  and  I  do  believe  in  my  own  heart  that  the  President  will  do 
something  at  that  time. 

If  they  do  the  opposite,  and  continue  pressure  on  Poland,  then  I 
think  it  is  time  to  follow  through  with  an  embargo  across  the 
board,  and  let  everybody  else  pay  for  a  piece  of  it. 

We  either  mean  business  with  this  or  we  do  not 

Mr.  Lyng.  Yes,  I  firmly  believe  that  the  President  would  agree 
with  your  statement. 

Senator  Jepsen.  I  think  so. 

Senator  Huddleston.  One  question  along  that  line,  Mr.  Chair- 
man. 

Has  any  movement  at  all  taken  place  toward  renegotiating  the 
minimum  purchase  requirement  with  the  Soviet  Union,  the  8  mil- 
lion tons  that  expires  this  fall? 

Mr.  Lyng.  No,  Senator,  that  would  be  part  and  parcel  really  to  a 
removal  of  the  embargo,  because  I  do  not  think  that  long-term 
agreement  was  really  in  our  interest  as  well  as  the  interests  of  the 
Soviets.  As  you  may  recall,  it  came  about  after  the  big  Russian 
purchases  in  1972  and  again  in  1974,  so  that  we  would  and  we  are 
prepared  to  open  up  negotiations  with  the  Russians  on  a  long-term 
agreement,  but  we  are  not  going  to  do  that  until  they 

Senator  Huddleston.  So  that  the  prospect  is,  at  least  the  possi- 
bility that  if  the  conditions  do  not  improve,  we  are  not  only  losing 
the  grain  sales  from  that  embargo,  but  we  would  lose  that  8  million 
tons  that  we  have  been  selling  in  spite  of  the  embargo? 

Mr.  Lyng.  That  is  correct. 

Senator  Jepsen.  Along  that  line,  Mr.  Chairman,  I  do  not  like  to 
add  to  rumors,  but  there  are  rumors  that  the  sale  of  600,000  tons  of 
wheat  has  been  recently  approved  by  our  State  Department  in 
response  to  a  question  from  France  about  sales  to  the  Russians. 

Now,  it  is  my  understanding  that  that  is  within  the  amount 
allowed  under  the  agreement  that  France  entered  into.  But  if  it  is 
outside  of  that  agreement,  I  think  that  is  a  very  serious  situation 
and  we  are  going  to  have  to  go  to  the  mat  in  this  country  and  get 
some  answers. 

Mr.  Lyng.  Well,  the  facts  seem  to  be  somewhat  obscured  at  this 
point,  Senator,  but  I  would  agree  with  your  conclusions. 

Senator  Jepsen.  It  is  not  acceptable,  if  our  State  Department,  as 
the  rumor  has  it,  said  to  France,  "Go  ahead  and  sell  600,000  tons  of 
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wheat  to  Russia,  while  we  have  an  embargo."  That  is  not  accept- 
able. 

The  Chairman.  If  the  Senator  will  yield,  I  spent  a  good  portion 
of  the  weekend  on  the  telephone  with  the  White  House  and  others 
on  this  subject,  and  I  believe  the  truth  lies  somewhere  between  this 
rumor  and  that  rumor. 

In  any  case,  Mr.  Secretary,  it  is  your  belief  that  France  will  not 
enter  into  any  purchase  agreement,  sales  agreement  with  the 
Soviet  Union  as  long  as  this  Poland  situation  is  at  its  height? 

Mr.  Lyng.  Yes,  they  have  said  that,  Mr.  Chairman,  and  I  have 
no  reason  to  not  believe  that. 

The  Chairman.  So  it  is  back  on  track,  as  I  understand  it,  but  I 
had  to  make  about  two  dozen  telephone  calls. 

Let  me  ask  one  more  question  if  I  may  about  the  food  stamp 
program. 

I  know  you  have  got  to  go. 

We  talked  earlier  about  penalties  for  fraud  in  this  program. 

Last  week  the  General  Accounting  Office  suggested  that  the 
penalty  be  increased  from  3  months  in  terms  of  disqualification. 

Do  you  have  any  opinion  on  increasing  it  to  a  year,  for  example, 
or  do  any  of  your  people  want  to  comment? 

Mr.  Lyng.  Bill,  do  you  have  anything  in  the  proposal  on  that? 

Mr.  Hoagland.  We  did  not  change  the  penalty  from  a  minimum 
of  3  months  at  the  State  level. 

What  we  did  require  was  that  if  they  were  found  to  have  violated 
the  food  stamp  program  regulations  for  eligibility  that  they  must 
pay  back  their  benefits  before  they  again  became  eligible.  Or  while 
they  were  participating,  we  would  reduce  the  benefits  that  they 
were  eligible  for  on  the  basis  of  what  they  had  been  found  to  have 
illegally  or  improperly  received. 

The  Chairman.  Does  this  mean  that  you  consciously  laid  aside 
lenghtening  the  disqualification  period? 

Mr.  Hoagland.  To  be  quite  frank  with  you,  Mr.  Chairman,  I 
don't  think  we  even  looked  at  that  issue.  I  do  not  think  we  con- 
sciously did  anything. 

The  Chairman.  Well,  I  want  you  to  look  at  it  and  give  your 
recommendation  on  that. 

Mr.  Lyng.  We  will  do  so. 

[The  following  response  was  subsequently  received  by  the  com- 
mittee:] 

We  have  considered  the  suggestion  to  increase  the  disqualification  period  for 
fraud  from  three  months  to  one  year.  We  are  concerned  that  such  a  change  may 
prove  counterproductive  to  efforts  to  strengthen  the  administrative  methods  of 
deterring  program  abuse  and  believe  our  proposals  represent  a  reasonable  alterna- 
tive. We  are  proposing  to  widen  the  basis  for  disqualification  based  on  administra- 
tive hearings  by  removing  the  current  requirement  that  fraud  be  determined  in 
such  hearings.  Since  we  would  like  to  see  disqualification  periods  assigned  for  a 
wider  range  of  program  abuse,  some  of  which  would  not  warrant  a  one-year  dis- 
qualification, we  would  not  like  to  see  such  a  period  made  mandatory.  Currently 
State  agencies  feel  compelled  to  have  court-like  hearings  and  so  present  policy 
discourages  administrative  disqualifications.  If  authority  for  determining  the  length 
of  the  disqualification  were  given  to  the  hearing  official  (involving  a  complex  set  of 
criteria  for  the  length  of  the  disqualification  or  relying  solely  on  the  hearing 
official's  judgement),  a  similar  effect  would  be  likely.  Also,  while  we  believe  that  a 
period  of  disqualification  will  help  deter  misrepresentation  and  other  abuses,  we 
believe  that  it  is  the  act  of  disqualification  as  much  as  the  length  of  the  period  that 
produces  the  effect.  Finally,  we  believe,  as  do  the  State  agencies,  that  an  equally 
effective  deterrent  to  abuse  such  as  misrepresentation  by  participants  is  the  require- 
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ment  that  the  resulting  overissuances  be  repaid.  We  are  proposing  the  repayment, 
in  cash  or  by  allotment  reduction,  begin  immediately  after  an  administrative  hear- 
ing finds  against  a  participant.  Currently  no  repayment  is  required  until  the  dis- 
qualification  period  is  over. 

Senator  Jepsen.  Have  you  discussed  the  pictures  on  the  cards? 

The  Chairman.  No,  we  have  not. 

Senator  Jepsen.  Is  it  true  that  there  are  some  27,000  new  cards 
issued  in  the  New  York  City  area  alone  for  food  stamp  eligibility? 

Mr.  Hoagland.  I  do  not  know  the  exact  figure,  Senator.  I  do 
know  that  last  year  the  Food  Stamp  Act  Amendments  of  1980, 
there  was  a  requirement  that  was  given  at  the  discretion  of  the 
Secretary  to  establish  the  requirement  that  there  be  photo  identifi- 
cations issued  in  those  areas  where  the  Secretary  finds  that  there 
is  a  high  possibility  of  illegal  activity. 

Those  regulations  have  been  issued,  and  I  think  the  final  regula- 
tions are  to  be  in  place  in  July  of  this  year,  at  which  time  the 
Secretary  will  have  the  authority  to  require  further  identification. 

Senator  Jepsen.  Are  you  saying  you  are  not  aware  of  any  misuse 
of  cards?  Is  it  not  true  that  the  number  cards  that  people  ask  to 
have  replaced,  because  they  say  they  lost  them — that  this  is  a  large 
astronomical  figure  in  many  areas? 

Mr.  Hoagland.  We  certainly  will  check  this  out  and  get  back  to 
you. 

Senator  Jepsen.  Let  me  ask  you,  let  me  try  to  get  the  question 
answered  again. 

Do  you  have  any  knowledge  whatsoever,  or  any  information 
whatsoever,  from  any  place  whatsoever,  that  there  has  been  traf- 
ficking in  identification  cards? 

Mr.  Hoagland.  In  identification  cards? 

Senator  Jepsen.  That  is  correct.  Illegal  trafficking.  Do  you  sus- 
pect or  have  reason  to  believe  there  has  been  any? 

Mr.  Hoagland.  One  of  my  staff  people  indicates  there  must  be 
some  information. 

Let  me  simply  ask  the  deputy  administrator  for  family  nutrition 
programs,  who  runs  the  program,  to  address  that  issue. 

Ms.  Frost.  I  think  you  are  talking  about  the  problem  we  had  in 
New  York  City  with  fraudulent  participant  cards,  which  was  a 
serious  problem. 

We  have  been  running  a  demonstration  project  with  some  new 
procedures  over  the  last  8  or  9  months  and  have  reduced  the 
problem  from  about  50,000  cards,  of  which  the  city  thought  about 
50  percent  were  fraudulent,  to  about  250  fraudulent  cards  a  month. 

Senator  Jepsen.  About  125,000  out  of  250,000.  You  thought  about 
50  percent  were  fraudulent,  and  that  would  be  125,000? 

Ms.  Frost.  Yes. 

Senator  Jepsen.  Have  you  done  any  arithmetic  on  that?  Let  us 
say  that  all  those  folks,  whether  they  bought  the  food  or  not,  they 
go  in  and  trade  it  in  the  bar,  and  the  bar  then  takes  and  transfers 
it  down  the  street? 

Ms.  Frost.  I  do  not  have  those  numbers  in  my  head. 

Senator  Jepsen.  What  is  a  food  stamp  recipient  allowed  per 
week? 

What  is  125,000  times  that  figure? 
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Mr.  Hoagland.  Family  size  of  four  gets  an  allotment  of  $233,  but 
because  of  their  income,  most  of  them,  the  average  benefit  per 
person  is  somewhere  in  the  neighborhood  of  about  $41. 

Senator  Jepsen.  Per  what? 

Mr.  Hoagland.  Per  person. 

Senator  Jepsen.  Per  what,  week,  month,  what? 

Mr.  Hoagland.  Per  month,  so  if  you  are  talking  about  125,000 
cases,  and  if  the  ATP  represents  an  average  food  stamp  household, 
which  is  about  a  household  size  of  3,  then  125,000  times  3  would 
give  you  $15  million  per  month. 

Senator  Jepsen.  $15  million.  That  is  in  one  place,  in  one  spot. 

Well,  I  am  on  your  side.  You  know  that.  I  sat  here  and  listened 
to  folks  who  represent  6,000  people,  and  claim  they  represent 
everybody  in  the  United  States  of  America,  tell  us  that  there  is  not 
any  great  misrepresentation  or  fraud  or  anything,  and  that  we  are 
just  taking  food  out  of  the  mouths  of  the  poor.  We  are  not  going  to 
be  intimidated  or  fooled  with  that  type  of  thing,  because  here  in 
just  one  instance,  one  place,  not  the  entire  United  States  of  Amer- 
ica, we  are  talking  about  a  suspected  $15  million  fraudulent  food 
stamp  operation  in  one  office. 

Mr.  Lyng.  Senator,  could  we  send  for  the  record  an  analysis  on 
this,  so  that  it  is  absolutely  correct.  I  am  not  sure  the  calculation  of 
$15  million  is  accurate.  It  was  hastily  done,  but  we  do  have  some 
estimates,  and  I  think  the  record  should  be  correct  on  it. 

Senator  Jepsen.  A  million  here,  a  million  there;  it  all  counts. 

It  adds  up  to  real  money  after  a  while. 

[The  following  response  was  subsequently  received  by  the  com- 
mittee:] 

Historically,  New  York  City  has  had  a  problem  with  fraudulent  requests  for 
replacement  ATP's.  In  recent  years  the  instances  of  fraudulent  requests  for  replace- 
ment ATP's  was  increasing  steadily.  In  order  to  combat  this  rise  FNS,  with  New 
York  City's  close  cooperation,  promulgated  regulations  creating  the  Rapid  Access 
System.  The  System  requires  that  a  lost  authorization  to  participate  document 
(ATP)  shall  not  be  replaced  until  it  is  verified  that  the  recipient  has  not  transacted 
the  original  ATP.  To  accomplish  this,  Rapid  Access  requires  that  when  a  recipient 
loses  his  ATP,  he  must  wait  four  days  to  report  the  loss  and  five  days  to  receive  a 
replacement  (if  warranted).  The  replacement  is  only  authorized  when  it  is  shown 
through  signature  and  identification  number  comparison  that  the  recipient  did  not 
transact  the  original  ATP.  Additionally,  the  system  places  an  eight  day  validity 
period  on  the  ATP  to  protect  against  persons  reporting  their  ATP  as  lost,  requesting 
a  replacement  and  then  transacting  both. 

In  the  first  three  months  of  operation  Rapid  Access  appears  to  be  successful  in 
reducing  the  number  of  fraudulent  duplicate  issuances. 

In  the  month  prior  to  Rapid  Access,  September  1980,  there  were  almost  25,000 
replacement  ATP's  issued.  It  was  estimated  that  12,500  involved  recipient  fraud.  In 
January  1981,  the  number  of  replacements  issued  dropped  to  10,706  of  which  only 
250  ATP's  involved  recipient  fraud.  The  Department  is  closely  monitoring  the 
operation  of  this  system  and  is  optimistic  for  its  continued  success. 

Senator  Huddleston.  What  do  you  do  now  when  a  person  comes 
in  and  says,  that  their  stamps,  and  not  the  card,  have  been  either 
lost  or  stolen? 

Mr.  Hoagland.  They  are  replaced. 

Senator  Huddleston.  Just  automatically  replaced? 

Ms.  Frost.  The  recipient  has  to  sign  an  affidavit  that  they  have 
been  stolen,  and  they  are  not  replaced  if  the  person  is  careless  or 
loses  them. 
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We  do  have  some  regulations  that  would  tighten  up  on  that 
further  and  limit  the  number  of  times  a  person  could  get  a  replace- 
ment. 

Senator  Huddleston.  Is  there  any  checking  behind  that  affida- 
vit? 

With  many  people,  that  is  routine,  that  is  automatic? 

Ms.  Frost.  The  person  is  required  to  file  a  police  report. 

Senator  Jepsen.  If  a  person  owns  $2  million  of  property  and  has 
no  income,  can  he  receive  food  stamps? 

Mr.  Hoagland.  That  is  correct,  if  you  are  talking  about  farm- 
land, or  other  income  producing  property.  That  is  excludable  from 
the  definition  of  the  assets  for  the  purposes  of  qualifying. 

Senator  Jepsen.  So  that  as  long  as  you  have  a  good  CPA,  and  as 
long  as  you  plan  well  and  show  no  taxable  income,  or  even  some 
income  below  a  certain  amount,  you  are  eligible  for  full  food 
stamps? 

Mr.  Hoagland.  That  is  correct.  They  would  meet  the  asset  test 
and  then  they  would  have  the  basic  income  test,  in  which  case  they 
would  not  qualify  for  full  food  stamps. 

Senator  Jepsen.  I  said  they  showed  no  income. 

Mr.  Hoagland.  No  income  whatsoever,  then  they  would  qualify 
for  full  food  stamp  benefits,  that  is  correct,  if  they  met  the  asset 
test  also. 

Senator  Jepsen.  I  think  that  is  wrong.  There  are  people  in  Iowa 
who  are  worth  millions  of  dollars  who  are  getting  full  food  stamps. 

Mr.  Lyng.  The  typical  tax  shelters  do  not  work  in  hiding  income 
from  food  stamps,  income  from  tax  exempt  bonds,  for  example, 
would  be  income  for  the  food  stamp  recipient,  so  there  should  not 
be  very  many  of  those. 

I  would  think  there  is  some  fraud  involved. 

Senator  Jepsen.  That  is  bad  for  the  image  of  the  program.  I  do 
not  know  how  many  there  are.  But  we  have  reports  on  this  that 
say  this  happens.  It  burns  a  lot  of  other  people,  who  are  on  social 
security  and  fixed  incomes,  and  I  have  reports  on  this.  My  daugh- 
ter is  a  chief  checkout  cashier  in  a  supermarket.  She  has  been  for  a 
couple  of  years.  She  goes  through  this  every  day — people  coming 
out  with  steaks  or  hams,  while  the  social  security  recipient,  the 
person  trying  to  get  by  on  the  money  they  have,  come  out  with 
hamburger,  maybe. 

The  Chairman.  One  final  question,  Mr.  Secretary,  and  then  we 
will  let  you  go. 

What  thought  have  you  given  to  correcting,  if  it  can  be  corrected, 
the  theft  from  the  mail,  or  the  alleged  theft  from  the  mail? 

Now,  we  had  testimony  last  week  that  in  one  county  in  eastern 
North  Carolina,  Wayne  County,  which  roughly  averaged  in  that 
one  county  out  of  100,  there  is  a  $4,000  a  month  loss  to  the 
Treasury  in  food  stamps  that  are  stolen  or  lost  in  the  mails. 

Now,  if  you  spread  that  across  100  counties,  obviously  that  is 
$400,000  a  month. 

That  is  in  my  State,  and  if  you  project  that  to  the  entire  United 
States,  this  is  a  real  problem. 

Now,  have  you  looked  into  the  matter  of  whether  able  bodied 
people  must  come  to  get  their  food  stamps  instead  of  receiving 
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them  by  mail,  and  sending  the  others  by  registered  mail  to  the 
disabled,  and  that  sort  of  thing? 

Mr.  Lyng.  I  have  not  looked  into  it  thoroughly,  but  I  did  talk  to 
the  administrator  of  the  welfare  department  in  Los  Angeles  County 
in  California,  which  I  think  is  one  of  the  largest  food  stamp,  if  not 
the  largest  food  stamp  disbursing  agency  in  the  Nation.  They 
simply  do  not  mail  any,  because  he  said  there  was  no  way  that 
they  could  handle  the  problems  of  theft. 

Food  stamps,  being  as  totally  convertible  as  cash,  they  insist  that 
people  take  their  authorization  to  purchase.  They  still  call  it  ven- 
dors, even  though  they  no  longer  are  selling  food  stamps,  but  they 
have  contracts  with  vending  agencies,  where  people  can  go  with 
their  authorization  cards  and  pick  up  their  food  stamps. 

Now,  to  what  extent  that  is  being  done  around  the  country,  I 
don't  know. 

Mr.  Hoagland.  Mr.  Chairman,  we  do  have  regulations  that  we 
are  in  the  process  of  designing  which  would  establish  some  error 
tolerance  levels  before  an  area  locality  can  go  in  and  start  mailing 
the  ATP's.  We  have  those  on  our  fast  track.  We  are  trying  to 
restrict  those  areas  that  have  a  high  level  of  error  and  loss  in  the 
mails.  We  would  not  permit  them  to  mail  ATP's;  people  would 
have  to  come  to  the  welfare  office  and  pick  up  their  food  stamp 
ATP's. 

Senator  Jepsen.  Do  you  still  have  allowances  in  the  budget  of  the 
administration's  program  for  advertising,  to  get  people  to  come  in 
and  apply  for  food  stamps? 

Mr.  Hoagland.  We  are  simply  not  asking  for  any  additional 
funding  for  outreach  activities. 

We  are  leaving  it  to  the  States'  discretion  as  to  what  outreach 
they  want  to  carry  on,  but  there  will  not  be  any  mandated  out- 
reach requirements  under  our  bill. 

Senator  Jepsen.  In  1978,  in  Iowa,  while  I  was  campaigning  for 
office,  they  were  spending  $3,500  on  newspaper  ads  to  have  people 
come  in.  They  would  tell  them,  "You  may  not  think  you  are 
eligible,  but  you  really  are;  come  in  and  we  will  see  that  you  get 
them."  When  the  question  was  asked,  "Why  are  you  doing  it?",  the 
answer  came  back  that  they  had  so  many  that  had  to  be  picked  up 
on  the  basis  of  a  yearly  amount. 

Mr.  Lyng.  Senator,  this  is  required  by  law.  At  one  time  the 
Department  determined  not  to  expend  those  funds  and  was  taken 
into  court  under  the  illegal  impoundment  provisions,  and  we  were 
forced  to  continue  it. 

Congress  has  some  control  over  what  we  are  required  to  do,  and 
we  are  going  to  propose  that  we  not  be  required  to  do  as  much. 

Senator  Jepsen.  What  would  your  recommendations  be,  would 
you  recommend  we  continue  to  spend  taxpayers'  money  to  try  to 
get  as  many  people  as  possible  into  this  program? 

Mr.  Hoagland.  Simply  leave  it  to  the  States'  discretion  as  to 
whether  or  not  they  want  to  spend  their  money  on  this.  We  would 
not  enter  into  any  specific  requirements. 

Senator  Jepsen.  I  understood  the  Deputy  Secretary  to  say  that 
this  was  required  by  law. 

Is  this  a  law  that  should  be  changed? 

Mr.  Lyng.  Yes,  I  think  it  should  be. 
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The  Chairman.  Mr.  Secretary,  we  have  kept  you  here  longer 
than  we  intended,  but  we  appreciate  you  and  your  associates 
coming. 

Mr.  Lyng.  Mr.  Chairman,  it  is  nice  to  be  here. 

The  Chairman.  With  that,  if  there  is  no  further  business,  then 
the  committee  will  stand  adjourned. 

[Whereupon,  at  11:20  a.m.,  the  committee  adjourned,  subject  to 
call  of  the  Chair.] 
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PREPARED  STATEMENTS  AND  SUBMITTED  MATERIAL 


Statement  of  Hon.  Bob  Dole,  a  U.S.  Senator  From  Kansas 

Mr.  Dole.  Mr.  Chairman,  and  members  of  the  Agriculture  Committee,  I  am 

? leased  to  be  here  again  after  my  unexpected  stay  at  Walter  Reed  Army  Hospital, 
have  missed  my  duties  here  in  the  Senate,  and  it  is  with  great  enthusiasm  and 
renewed  energy  that  I  resume  my  activities  in  committee. 

Today,  we  are  privileged  to  have  with  us  a  very  distinguished  group  of  wit- 
nesses who  will  present  us  with  their  point  of  view  on  the  President's  intended 
budget  proposals  and  their  ideas  as  to  changes  that  should  be  made  in  the  laws 
that  provide  the  working  framework  for  the  Food  Stamp  program. 

It  is  true  that,  over  the  years,  this  program  has  grown  to  tremendous  pro- 
portions, but  the  size  and  cost  of  this  program  are  merely  a  reflection  of  the 
unstable  economic  times  in  which  we  all  live.  Most  of  us  are  lucky  that  we  do 
not  have  to  depend  upon  benefits  from  Federal  programs  to  help  us  make  ends 
meet  for  the  bare  necessities  of  life.  We  should  approach  changes  in  programs 
such  as  food  stamps  with  a  great  amount  of  sensitivity  and  appreciation  for  the 
circumstances  affecting  those  less  fortunate  members  of  our  society.  We  have 
been  blessed  with  an  abundance  which  is  not  prevalent  throughout  our  society, 
and,  at  times,  it  is  very  difficult  to  comprehend  the  daily  survival  situation  which 
millions  within  our  population  face. 

The  price  we  pay  for  programs  such  as  food  stamps  merits  a  responsiveness  to 
taxpayers'  concerns.  We  in  Congress  have  a  responsibility  to  see  that  the  money 
our  citizens  invest  in  helping  their  less  fortunate  neighbors  is  not  squandered. 
Over  the  last  several  years,  the  Food  Stamp  program  has  been  tightened  con- 
siderably in  order  to  address  many  of  the  fraud  and  abuse  problems  that  evolved 
as  the  size  of  the  program  reached  new  heights.  Nevertheless,  it  has  become  in- 
creasingly clear  that  we  cannot  save  billions  cf  dollars  by  merely  attacking  fraud 
and  abuse  in  this  program.  These  kinds  of  dollars  are  simply  not  to  be  found. 
This  is  not  to  say,  however,  that  there  is  no  more  room  for  improvement. 

We  on  the  Senate  Agriculture  Committee  welcome  the  input  from  the  witnesses 
who  come  here  to  testify.  As  Chairman  of  the  Subcommittee  on  Nutrition,  I 
welcome  you  this  morning.  We  need  to  listen  to  you  and  work  closely  with  you  and 
those  who  are  familiar  with  the  detailed  workings  of  the  Food  Stamp  program 
in  order  to  effect  changes  that  will  save  taxpayers  money,  while  at  the  same  time 
preserving  benefits  for  those  who  need  them  most. 


Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.C.,  March  16,  1981. 
Hon.  Jesse  Helms, 

Chairman,  Senate  Agriculture  Committee,  U.S.  Senate, 
Washington,  D.C. 

Dear  Chairman  Helms:  I  am  aware  that  your  Committee  will  soon  begin 
hearings  on  the  reauthorization  of  the  food  stamp  program. 

As  a  member  of  the  House  Budget  Committee  during  the  96th  Congress,  I  had 
the  opportunity  to  study  this  program  closely,  and  discovered  that  the  current 
provisions  are  badly  in  need  of  fundamental  reform.  The  number  of  participants 
and  the  cost  of  the  program  have  grown  unabated  over  the  last  decade  because 
the  eligibility  requirements  have  failed  to  focus  benefits  on  the  truly  needy. 

Reasonable  reforms  can  be  enacted  to  target  assistance  to  those  who  need  it,  at 
considerable  savings  to  the  taxpayers.  I  have  introduced  legislation  which  out- 
lines a  number  of  these  reforms. 

I  would  like  to  submit  the  enclosed  statement  to  be  included  in  the  record  of  the 
hearing  on  food  stamps.  Thank  you  in  advance  for  your  cooperation. 
With  best  personal  regards, 

Sincerely,  Eldon  Rudd, 

Member  of  Congress. 
(241) 
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Statement  of  Hon.  Eldon  Rudd,  a  U.S.  Representative  in  Congress  From  the 
4th  District  of  Arizona 

Mr.  Chairman  and  distinguished  members  of  the  Committee,  I  have  recently 
introduced  legislation  which  would  substantially  reduce  the  costs  of  the  food 
stamp  program  by  targeting  assistance  to  those  most  truly  in  need  and  removing 
other  recipients  from  the  rolls. 

Xo  federal  program  is  in  more  need  of  fundamental  reform  and  cost  reduction 
than  the  food  stamp  program. 

Countless  working  Americans  have  witnessed  the  abuses  first-hand  in  grocery 
stores  across  this  country.  They  have  observed  fellow  citizens — many  of  whom 
are  not  much,  if  any,  financially  worse  off  than  they — obtaining  free  groceries 
with  food  stamps  supplied  by  the  federal  government 

Of  course,  food  stamps  are  not  free.  Taxpaying  Americans  spent  $9.2  billion  for 
this  program  in  fiscal  year  1980.  Costs  are  now  predicted  to  be  at  least  $11.1  bil- 
lion, perhaps  more,  during  fiscal  year  1981  unless  meaningful  efforts  are  made  to 
restrict  benefits  to  only  the  truly  needy  and  deserving. 

The  need  for  cost-saving  reforms  is  further  underlined  by  the  fact  that  the 
fiscal  year  1981  budget — once  portrayed  as  balanced — will  now  result  in  a  deficit 
of  $50  billion  or  more. 

The  growth  in  the  food  stamp  program  has  been  astronomical.  What  started 
out  in  1965  at  a  level  of  $34  million  serving  435,000  recipients  has  skyrocketed  to 
$9.7  billion,  and  in  September  of  1980  served  22  million,  or  one  out  of  every  ten 
Americans.  Congressional  Budget  Office's  projected  cost  for  fiscal  year  1982  is 
now  $12.5  billion  and  the  current  budget  request  for  fiscal  year  1982  is  $12,882,000. 

During  the  past  four  years,  the  Carter  Administration  and  the  Democratic 
leadership  in  the  Congress  have  been  totally  unresponsive  to  the  need  for  reform 
in  this  program.  President  Reagan  has  recognized  the  pressing  need  to  revamp 
the  food  stamp  program  and  has  recommended  savings  in  his  budget  amendments. 
These  are  a  step  in  the  right  direction,  but  I  believe  that  further  savings  can  be 
realized. 

I  hope  this  legislation  can  serve  as  a  focal  point  for  meaningful  and  long  over- 
due reform  as  reauthorization  is  considered.  This  list  is  not  comprehensive,  but 
does  present  a  number  of  proposals  which  deserve  serious  consideration  by  those 
truly  interested  in  making  the  food  stamp  program  more  responsive  to  recipients 
and  taxpayers  alike.  The  CBO  estimates  that  the  changes  made  by  the  bill  would 
save  $3.7  billion  from  an  otherwise  estimated  cost  of  $12.5  billion  in  fiscal  year 
1982. 

PURCHASE   REQUIREMENT 

A  great  part  of  the  growth  in  program  costs  of  the  food  stamp  program  is  at- 
tributable to  the  decision  by  the  Congress  in  1977  to  eliminate  the  purchase  re- 
quirement as  a  prerequiste  for  participation. 

Under  the  purchase  requirement,  participants  with  income  were  expected  to 
contribute  a  small  percentage  of  their  incomes  in  exchange  for  food  stamps  rep- 
resenting larger  denominations  in  value.  Households  with  little  or  no  income 
were  not  required  to  pay  anything.  Higher  income  households  were  required  to 
pay  up  to  30  percent  of  their  net  income  for  food  stamps. 

The  Congressional  Budget  office  has  estimated  that  many  low  and  lower-middle 
income  families  have  chosen  to  reallocate  their  limited  incomes  so  as  to  select 
those  commodities  which  are  subsidized,  thereby  continuing  to  maintain  their  real 
purchasing  power  in  non-subsidized  goods. 

The  CBO  noted  in  an  April  22,  1980  memorandum  that  since  the  elimination 
of  the  purchase  requirement,  the  fool  stamp  program  has  become  more  of  a  di- 
rect income  transfer  program,  directly  substitutable  for  non-food  purchases. 
Hence,  the  propensity  to  participate  in  the  program  increases  with  relatively 
high  rates  of  inflation  in  non-food,  but  still  basic  items. 

In  other  words,  low  and  lower-middle  income  families  are  responding  to  infla- 
tion by  enrolling  in  the  food  stamp  program  in  order  to  spend  what  money  they 
have  on  other  necessities — and  sometimes  unessential  items — which  are  not  sub- 
sidized by  the  Federal  Government. 

The  Congressional  Budget  Office  has  estimated  that  the  full  restoration  of 
the  purchase  requirement,  at  the  same  level  as  when  terminated  in  1977,  would 
reduced  food  stamp  costs  by  $774  million  in  fiscal  year  1981. 

Surely,  the  Congress  should  not  be  so  Mind  to  the  post-1977  escalation  of 
participation  but  to  admit  that  the  total  elimination  of  the  purchase  require- 
ment was  a  mistake,  and  that  it  should  be  reinstituted. 
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Its  restoration  would  recognize  the  simple  fact  that  when  citizens  have  to 
put  forth  some  money  in  order  to  participate  in  a  matching  Federal  program, 
they  are  less  apt  to  do  so  if  <they  are  marginally  needy  than  if  they  must  con- 
tribute nothing  at  all. 

Since  those  marginally  eligible  are  the  ones  who  drop  off — while  those  most 
in  need  remain — restoring  the  purchase  requirement  would  serve  to  refocus 
benefits  to  those  at  the  lower  income  level  while  tending  to  discourage  marginal 
families  from  participation.  It  would  also  give  those  making  the  contribution  for 
the  higher  value  allotment  a  sense  of  contributing  to  their  own  needs. 

The  proposal  incorporated  within  this  legislation  would  not  mandate  a  restora- 
tion of  the  full  purchase  requirement  for  all  families,  but  rather  would  exempt 
the  elderly,  blind  and  disabled — categories  already  recognized  as  deserving  of 
special  consideration.  These  groups  would  continue  to  be  provided  with  food 
stamps  without  regard  to  the  purchase  requirement  if  they  otherwise  meet  the 
income  and  assets  test  criteria  of  existing  law. 

Elderly,  blind  and  disabled  households  constitute  at  least  one  quarter  of  the 
food  stamp  caseload. 

The  exemption  for  these  groups  would  ensure  that  the  food  stamp  program  is 
tailored  to  assist  those  least  able  to  help  themselves. 

The  other  most  deserving  category,  the  truly  poor,  would  be  exempt  in  practice 
from  the  restoration  of  the  purchase  requirement  which  even  before  1977  ex- 
empted households  at  the  lowest  income  levels. 

Our  colleague,  the  gentlewoman  from  New  Jersey,  Mrs.  Fenwick,  first  conceived 
of  exempting  these  categories  in  an  amendment  she  offered  to  S-  1309  on  May  8, 
1980.  I  believe  that  as  Members  reflect  further  on  this  concept,  they  will  see  the 
wisdom  of  restoring  the  purchase  requirement  principle. 

GROSS   INCOME  LIMIT 

Another  element  essential  to  food  stamp  reform  is  that  income  eligibility  be 
estabished  at  the  gross,  rather  than  net  income  level. 

For  instance,  in  December,  1980,  each  household  was  entitled  to  an  $80  per 
month  standard  deduction  as  well  as  deductions  of  up  to  $110  per  month  for  child 
care  expenses  and/or  excess  shelter  costs. 

^uch  deductions  permit  families  with  incomes  substantially  above  the  poverty 
line  to  participate  in  the  program. 

The  following  figures,  verified  by  the  Congressional  Budget  Office,  indicate  the 
effective  gross  income  limits  which  were  in  effect  in  December,  assuming  the 
maximum  exemptions,  in  comparison  with  actual  poverty  standard  as  defined  by 
the  Office  of  Management  and  Budget : 

MAXIMUM  EFFECTIVE  GROSS  INCOME  ELIGIBILITY  (UNDER  EXISTING  LAW)  PERIOD  OF  JULY  TO  DECEMBER  1980 

Net  income        Maximum  grots 
cutoff  income 

Family  size: 

3 

4 

5 

6 

10MB  poverty  level. 

>  Assumes  working  household  eligible  for  20  percent  earned  income  credit;  $80  standard  deduction;  SI  10  dependent 
care/excess  shelter  deduction.  (Does  not  assume  deductions  for  payments  above  $35  for  medical  expenses  which  are 
available  for  elderly,  blind  and  disabled.) 

Note:  Figures  verified  by  Congressional  Budget  Office. 

I  do  not  believe  that  the  majority  of  working  taxpayers  support  the  concept  of 
providing  benefits  to  those  who  are  themselves  above  the  poverty  line  in  gross 
income. 

The  Department  of  Agriculture's  most  recent  statistics  (published  in  Febru- 
ary 1980)  indicate  that  approximately  13  percent  of  all  benefits  are  paid  to  house- 
holds with  gross  incomes  above  the  poverty  line. 

This  proposal  provides  a  built-in  work  incentive  to  encourage  non-working 
households  to  obtain  jobs  and  thereby  work  themselves  off  the  food  stamp  rolls. 
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For  those  families  with  earned  income,  the  income  effgfhfffty  emBns;  wooU  hs>!5 

percent  above  the  poverty  line. 

Again,  as  with  rhe  restoration  of  die  purchase  requirement,  tie  ekierij.  hilmt 
and  disabled  would  he  exempt  from  the  gross  income  limitation.  The  existing 
net  income  limitations  wonld  continue  to-  apply,  effectively  continuing  the  exemp- 
tion for  those  elderly,  blind,  or  disabled  recipients  who  have  high  meriieal 
expenses—  all  above  $35  monthly  of  which  is  deductible  from  income. 

TJOHixaF  wont  Kfiranaxrar 

Additionally,  Mr.  Speaker,  the  Congress  needs  to  tighten  the  work  registration 
provisions  of  the  food  stamp  program. 

J*' or  instance,  parents  responsible  for  the  rare  of  children  op  to  12  years  of  age 
att>  presently  exempted  from  registering  for  work. 

Obviously,  children  customarily  begin  school  around  age  «,  and  thus  there  is 
no  logical  reason  V>r  allowing  a  higher  age  exempting  the  parent  from  work 
retirements  otherwise  applicable. 

Additionally,  the  Aid  to  Families  with  Dependent  Children  <  ATDC)  program 
administered  by  the  Department  of  Health  and  Human  Services  has  a  similar 
work  provision,  bat  Congress  has  set  that  age  limit  for  children  which  exempts 
participation  at  age  6. 

There  has  been  some  discussion  within  the  Ways  and  Means  Committee,  to 
reduce  this  level  even  fnrther— possibly  to  age  3.  Should  the  ATDC  program  be 
modified  farther,  the  food  stamp  program  should  parallel  it  in  this  respect. 

An  amendment  to  accomplish  this  change  was  offered  by  oar  colleague  from 
California  'Mr,  Kou.«selot)  dnring  House  consideration  of  S.  1309.  and  was 
initially  accepted  by  the  House.  However,  the  provision  was  stricken  in  the 
eon  ferenee  on  H.  1300.  with  the  Senate. 

The  food  stamp  Jaw  provides  a  special  deduction  for  dependent  care  expenses. 
This  was  included  within  the  law  specifically  to  encourage  parents  to  work. 
Yet  the  blab  age  exemption  provides  the  opposite  incentive.  Congress  should 
stands rrli^e  the  philosophy  behind  the  program  toward  work  incentives. 

tatest  statistics  from  the  Department  of  Agriculture  indicate  that  35.1  per- 
cent of  the  present  household  heads  are  exempt  from  the  work  registration 
requirement  because  they  are  responsible  for  the  care  of  children  or  incapaci- 
tated adults.  Obviously  this  proposal  is  a  modest  and  reasonable  change  which 
would  encourage  parents  to  begin  registering  for  work  when  their  youngest  child 
reaches  age  six. 

WOBKFABE 

Additions lly,  Mr.  Speaker,  I  believe  that  it  is  important  to  more  forcefully 
Implement  the  concept  of  working  as  a  prerequisite  for  food  stamps. 

Therefore,  the  bill  includes  a  provision  originally  offered  in  a  larger  context 
of  nil  public  assistance  bills  by  our  colleague  from  Illinois  (Mr.  Findley)  which 
would  mandate  that  States  adopt  "workfare"  programs  whereby  able-bodied 
recipients  would  be  required  to  perform  some  useful  public  work  in  exchange 
for  federal  benefit*. 

Tbe  principle  of  workfare  has  been  widely  heralded  by  many  Americans  who 
believe  that  simple  equity  requires  beneficiaries  of  federal  assistance  to  perform 
useful  tusks  in  exchange  for  these  benefits. 

Minimum  requirements  would  be  established  by  the  Department  of  Agricul- 
ture us  ii  foundation  for  these  State  workfare  programs. 

The  successful  reforms  in  California's  welfare  program  implemented  by  Presi- 
dent Komi  Id  Kengnn  during  his  term  as  governor  should  serve  as  a  model  for  ef- 
fective reform  In  work  registration  requirements  in  the  food  stamp  program. 

Tbe  Community  Work  Experience  Program  initiated  in  California  required  cer- 
t  ii  In  able-bodied  adults  to  work  20  hours  a  week  for  their  welfare  grants. 

Obviously,  tbe  provisions  of  this  legislation  are  confined  to  the  food  stamp  pro- 
gram nit  bough  they  do  have  broad  implications  for  application  in  other  public 
assistance  programs  as  well. 

Working  recipients  could  provide  needed  services  in  community-work  projects 
I  hat  might  otherwise  go  undone  for  lack  of  funds. 

The  workfare  requirement  would  apply  to  those  same  people  who  presently 
must  register  for  work.  The  requirement  to  perform  public  work  would  be  termi- 
nated by  their  acceptance  of  paid  employment  which  raises  them  above  the  eligi- 
bility limit 
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ELIMINATE   STRIKERS 

One  area  of  the  food  stamp  program  where  obvious  savings  could  be  obtained 
is  through  the  total  elimination  of  strikers  from  the  food  stamp  rolls. 

Present  law  presents  the  appearance  of  a  prohibition  against  strikers,  but,  in 
reality,  simultaneously  provides  an  exception  clause  which  allows  most  strikers 
to  enroll  in  the  program.  Countless  local  communities  can  attest  to  this  practice 
as  foodstamp  offices  are  swamped  with  applications  paralleling  local  labor 
disputes  and  strikes. 

indeed,  under  the  "expedited  procedure"  of  the  food  stamp  program,  strikers 
are  often  placed  on  the  food  stamp  rolls  within  days  of  the  initial  walkout. 

Ciearly,  working  American  taxpayers  should  not  be  required  to  subsidize  other 
Americans  who  have  consciously  and  voluntarily  decided  not  to  work.  The  present 
practice  of  providing  such  generous  and  immediate  benefits  serves  to  place  the 
federal  government  on  the  side  of  strikers.  I  believe  the  federal  government 
should  be  neutral  in  such  disputes. 

The  U.S.  Department  of  Agriculture's  statistics  published  in  February,  1980, 
indicated  that  approximately  2.1  percent  of  all  food  stamp  households  contained 
strikers.  While  this  may  be  a  small  percentage  of  the  caseload,  it  is  nevertheless 
2.1  percent  too  many. 

The  bill  would  eliminate  the  eligibility  of  strikers  to  receive  food  stamps  unless 
they  were  otherwise  entitled  to  receive  them  before  the  strike  began. 

OVERLAP 

One  of  the  most  obvious  examples  of  food  stamp  abuse  is  in  the  area  of  overlap 
with  other  domestic  funding  programs. 

The  largest  program  in  which  this  overlap  of  services  occurs  is  the  school  lunch 
program.  The  General  Accounting  Office  has  noted  this  as  long  ago  as  June  13, 
1978,  in  a  report  to  Congress  on  domestic  food  assistance  programs. 

Under  the  present  food  stamp  program,  households  are  provided  with  an  al- 
lotment of  food  stamps  to  pay  for  three  meals  per  day  at  reasonable  costs, 
providing  a  nutritionally  adequate  diet.  However,  the  Congressional  Budget 
Office  estimates  that  approximately  6.8  million  children  whose  families  already 
received  food  stamp  allotments  on  their  behalf  are  participating  in  the  school 
lunch  programs  as  well. 

The  net  effect  of  this  overlap  is  that  families  with  children  who  receive  fed- 
erally financed  free  school  lunches  are  subsidized  for  four,  rather  than  three, 
meals  per  day,  with  resulting  increased  costs  to  the  taxpayers. 

This  aspect  of  the  omnibus  legislation  is  modelled  after  legislation  introduced 
by  you.  Mr.  Chairman,  in  this  august  body,  along  with  other  members  of  the 
Senate  Agriculture,  Budget  and  Appropriations  Committees. 

A  similar  proposal  was  offered  by  our  colleague  from  Missouri  (Mr.  Cole- 
man), both  as  separate  legislation  and  as  an  amendment  to  S.  1309  on  May  8, 
1980.  While  the  amendment  was  rejected  at  that  time,  the  continuing  budget 
crisis  makes  it  imperative  to  reconsider  this  reasonable  reform  proposal. 

The  provision  would  reduce  the  allotment  of  food  stamps  the  most  generous 
possible  calculation  of  the  food  stamp  programs  assumed  cost  of  one  meal  per 
day  for  family  members  participating  in  the  school  lunch  program. 

Such  a  restriction  would  eliminate  duplication  which  the  CBO  estimates  costs 
taxpayers  over  half  a  billion  dollars  a  year.  Needy  children  would  still  receive 
the\r  school  lunches.  Their  parents  would  continue  to  receive  food  stamps. 

This  is  a  modest  proposal  to  reduce  the  dual  compensation  existing  under  the 
present  circumstances.  The  entire  duplication  between  these  two  programs  would 
not  be  eliminated  by  this  section.  Short  of  an  overly  complex  plan,  some  dupli- 
cation would  inevitably  remain,  but  this  provision  is  a  move  in  the  right  direction. 

It  should  be  noted,  Mr.  Speaker,  that  the  school  lunch  program  is  only  one  of 
the  programs  which  currently  overlaps  with  the  food  stamp  program. 

Other  domestic  feeding  programs  which  frequently  provide  food  stamp  families 
with  additional  nutritional  benefits  are  the  Women,  Infants,  and  Children  (WIC) 
program,  summer  feeding,  school  breakfast,  special  milk,  and  child  care  feeding. 

While  the  provisions  of  this  particular  bill  only  address  the  elimination  of 
overlap  between  the  food  stamp  and  school  lunch  programs — the  Agriculture 
Department's  two  largest  feeding  programs — other,  smaller  programs  should 
also  be  considered. 
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Households  with  members  participating  in  these  other  feeding  programs — 
primarily  designed  for  children — are  being  overcompensated  in  total  food  stamp 
benefits  at  a  great  cost  to  the  American  taxpayer. 

One  option  would  be  for  Congress  to  adopt  a  policy  of  considering  total  food 
benefits  available  to  multiple-program  participants  when  determining  eligibility 
and  level  of  benefits  in  the  food  stamp  program  as  a  means  of  eliminating  the 
present  duplication. 

Another  option  would  be  similar  to  that  proposed  in  this  bill  for  the  food 
stamp/school  lunch  overlap — to  simply  reduce  by  the  per  meal  cost  the  food 
stamp  benefits  to  which  a  recipient  who  participates  in  other  feeding  programs 
is  entitled. 

ELIMINATE    DINE-OUT 

Mr.  Speaker,  one  new  feature  of  the  food  stamp  program  which  is  now  small, 
but  which  contains  the  ingredients  for  massive  expansion  and  abuse,  is  the  so- 
called  "dine-out"  provision  of  the  current  law. 

Under  the  "dine-out"  pilot  projects,  certain  food  stamp  recipients  (currently 
limited  to  the  elderly,  blind,  and  disabled)  may  use  food  stamps  in  authorized 
restaurants. 

While  most  Americans  curstomarily  think  of  food  stamp  redemption  as  con- 
fined to  grocery  stores,  present  law  actually  allows  purchases  at  several  types  of 
locations. 

For  example,  food  stamps  can  be  redeemed  for  meals  served  by  alcohol  and 
drug  treatment  centers,  or  even  for  hunting  and  fishing  equipment  in  parts  of 
Alaska.  With  regard  to  the  elderly  and  disabled,  stamps  may  be  used  in  a  variety 
of  ways,  for  food  at  home  or  away  from  home. 

The  most  common  kinds  of  meals  provided  for  the  elderly  are  meals-on- 
wheels — meals  at  senior  citizens'  centers,  apartment  buildings  occupied  primarily 
by  those  over  60,  or  Federally  subsidized  housing  for  the  elderly — or  meals  from 
public  or  nonprofit  organizations,  including  schools,  eating  establishments,  and 
groups  created  for  other  purposes,  but  which  offer  meals  for  persons  age  60  or 
more. 

However,  a  thus-far  little-used  provision  of  the  law  also  allows  food  stamp 
redemption  in  private  retail  establishments,  such  as  restaurants  that  contract 
with  the  State  to  offer  reduced  price  meals  to  persons  60  or  over. 

It  is  this  lastest  sategary  only  which  would  be  eliminated  under  the  provisions 
of  this  legislation. 

The  administrative  costs  associated  with  seeking  and  setting  up  contractual  ar- 
rangements with  restaurants  are  excessive.  Surely  this  provision  goes  beyond  the 
original  intent  for  the  food  stamp  program. 

Additionally,  it  is  clear  that  the  food  stamp  coupon  allotments,  which  are  based 
on  at-home  food  costs,  will  rapidly  be  depleted  under  "dine-out"  provisions  at  even 
the  most  economical  restaurants. 

Congress  has  been  generous  in  establishing  alternative  redemption  centers  for 
the  elderly,  blind,  and  disabled  as  cited  above. 

However,  the  current  provision  allowing  these  recipients  to  eat  at  restaurants 
clearly  abuses  the  concept  of  the  program  and  holds  it  up  to  even  greater  public 
derision. 

The  Department  is  spending  scarce  resources  trying  to  establish  "dine-out"  con- 
tracts which  would  prematurely  exhaust  the  recipients'  monthly  coupon  allot- 
ment. Such  projects  are  simply  not  cost  effective — for  either  the  recipient  or  the 
taxpayer. 

Since  the  existing  food  stamp  law  provides  a  myriad  of  other  redemption  proc- 
esses to  accommodate  the  mobility  and  health  problems  unique  to  the  elderly, 
blind  and  disabled,  it  seems  to  me  prudent  to  eliminate  this  "dine-out"  provision. 

ELIMINATE    OUTREACH 

To  add  to  the  irony  of  the  food  stamp  program  is  the  fact  that  despite  the  monu- 
mental growth  of  the  program,  the  federal  government  requires  the  States 
administering  the  program  to  continue  to  seek  additional  participants. 

At  a  time  when  the  Federal  Government  should  be  seeking  every  reasonable 
means  to  streamline  its  operations,  it  is  incongruous  that  official  policy  mandates 
this  "outreach"  aspect  of  the  food  stamp  program. 
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Outreach  is  simply  no  longer  needed  and  should  be  eliminated.  To  require 
scarce  tax  dollars  to  be  spent  advertising  this  program  is  a  mistaken  notion 
which  should  be  ended  immediately. 

The  House  approved  a  limitation  on  outreach  activities  during  the  considera- 
tion of  S.  1309  on  May  8,  1980.  However,  that  limitation  was  eliminated  during 
the  conference  with  the  Senate. 

Surely  Congress  can  and  should  eliminate  the  Federal  provision  which  has 
been  interpreted  by  the  Department  of  Agriculture  to  require  telephone  hotlines, 
films,  media,  radio  and  TV  advertisements,  and  newspaper  advertisements  to  be 
used  to  encourage  food  stamp  participation. 

This  bill  adopts  the  total  ban  on  outreach  activities — a  proposal  offered  by  our 
colleague  from  California  (Mr.  Shumway)  in  1980.  Should  the  Government  con- 
tinue this  outreach  policy,  the  participation  levels  and  costs  of  the  food  stamp 
program  will  continue  to  skyrocket. 

ENESOY  ASSISTANCE 

Mr.  Speaker,  one  of  the  ways  in  which  eligibility  levels  in  the  food  stamp 
program  are  inflated  is  by  excluding  certain  forms  of  income  in  the  definition 
of  "income"  for  eligibility  purposes. 

One  such  case  is  that  of  energy  assistance.  Federal,  State  and  local  energy 
assistance  payments  made  to  needy  households  to  assist  them  in  paying  their 
winter  heating  bills  do,  indeed,  improve  the  overall  financial  condition  of  the 
household — freeing  up  income  for  other  purposes. 

To  exempt  such  payments  from  the  definition  of  income,  as  is  the  case  pres- 
ently, understates  the  true  financial  picture  of  the  recipient  household. 

Such  a  practice  effectively  allows  more  households  to  qualify  for  food  stamps 
and  allows  them  to  be  eligible  for  more  benefits  than  they  would  otherwise  be 
entitled. 

The  First  Concurrent  Budget  Resolution  for  fiscal  year  1981  included  in  the 
savings  assumptions  the  provision  that  energy  assistance  be  included  in  the  defi- 
nition of  income  for  eligibility  purposes. 

The  Congressional  Budget  Office  has  estimated  that  the  inclusion  of  this  pro- 
vision would  result  in  savings  of  approximately  $200  million  annually. 

While  this  is  a  small  savings  relative  to  the  overall  expense  of  the  program, 
it  is  important,  because  an  accumulation  of  such  smaller  savings  can  mean  large 
savings,  and  in  that  as  a  matter  of  principle  legitimate  "income"  should  be  defined 
as  such. 

A  closely  related  matter  is  how  the  food  stamp  program  should  treat  certain 
other  in-kind  benefits — particularly  housing  subsidies. 

The  value  of  public  housing,  reduced-cost  housing  and  otherwise  federally- 
subsidized  housing  clearly  benefits  the  household  and  effectively  improves  its 
financial  condition.  Yet  such  housing  transfers  are  not  currently  within  the  defi- 
nition of  income. 

While  this  bill  does  not  deal  specifically  with  housing  assistance,  I  believe  that 
Congress  should  consider  the  value  of  housing  subsidies  in  the  definition  of  income 
when  determining  eligibility  for  food  stamp  participation. 

This  concept  would  be  consistent  with  the  principle  enunciated  earlier  of 
taking  into  account  other  food  benefits  when  determining  food  stamp  eligibility 
and  benefits. 

Food  benefits  and  housing  subsidies  fall  in  the  broad  and  growing  category  of 
in-kind  benefits  which  presently  are  excluded  from  the  definition  of  income  in 
the  food  stamp  program.  Yet  these  and  other  public  assistance  programs  do 
enhance  the  overall  condition  of  the  recipient  households.  The  value  of  benefits 
received  under  these  programs  should  be  counted  in  order  to  assess  the  true  level 
of  need  in  the  food  stamp  program. 

Actually,  this  principle  has  broad  application.  Benefits  in  one  program  should 
be  considered  in  determining  eligibility  for  other  programs. 

INDIVIDUALIZATION  OF  ALLOTMENTS 

Another  recommended  reform  is  that  the  Food  and  Nutrition  Service  utilize 
various  specific  categories  which  it  presently  records  in  determining  the  proper 
level  of  benefits  allotted  to  each  household. 
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liif**i*f4  n>*  iUn#r*\  tetfflmt\ti%  Office  estimated  in  13T7S  tkat  only  2-5 
p$rf**ti$r  44  1**A  *t*mp  htfW#tttAA*  w*r*  composed  of  this  parncnlir  combination 
«4  InuMy  th+n4**rn,  Ttm  1t*A  *t&mp  zlV/ttheut*  for  <xher  bcmefeold  slua  are  aot 
<U4+tt»H#4  It?  *iu»it*r\}  <aUm\*lihK  the  arera^  east  of  food  to  households  of 
?*ryifttf  ***  *«/!  m«  ^/rDrpr/trltion,  mt«»  tboo^b  these  fi^nre*  are  available  from 
fl^r  ip+mrtmwt  <ff  A%rUm\tnrk.  Bather,  other  allotment  level*  are  determined 
\tf  fitewint  tfa  nUtuAzrft  ullf/tmeut  lerel  br  four,  multiplying  the  result  by 
iiitnwittfUi  *\vm<  ntU\  applying  an  adjuirtment  to  reflect  economies  of  scale 

Tfr*  WAtf  tvA+A  fhe  inequitie*  which  thia  ayatem  creates  in  iu  June  13,  1978 
ftytrt,  "ttt*U'Tn\  IXrtutmtU:  Y<**\  Aaaiatance  Programs — A  Time  for  Assistance 
nitA  ('Unnttf' '.  "HtxanM!  the  uniform  allotment  amounts  are  based  on  the  needs 
tff  nn  nfffHKH  family  f  tin-  corntilnatlon  of  free  food  stamps  and  a  reasonable  invest - 
M*M  t*t  \nmm*U(t\<\  fun/1*  could  enable  some  recipients,  such  as  a  household 
/'//unlNflriK  of  a  mother  and  thrive  young  children,  to  receive  benefits  above  their 
Ihrifly  food  plan  costs.  On  the  other  hand,  a  similar  combination  of  free  food 
ftfamp*  and  a  reasonable  Inveatment  of  household  funds  would  probably  not  be 
enough  Ut  provide  a  nutritionally  adequate  diet  for  a  five-person  household  in 
widen  the  children  are  all  teenage  boya  (p.  34)." 

\**\'*  lm»k  at  several  inequities  based  on  food  cost  prepared  by  the  Department 
at  Agriculture. 

The  uniform  focal  stamp  allotment  for  all  participating  four-person  families 
hi  \\w  continental  United  Htatea  is  $200,  regardless  of  the  actual  age  or  sex 
of  the  family  members. 

Thus  families  whom*  composition  vary  from  the  uniform  allotments  receive 
either  substantially  more  or  less  than  the  amounts  needed  to  cover  their  food 
costs. 

Kor  example,  a  mother  with  three  young  children  would  have  received  a 
uniform  foial  stamp  allotment  meeting  about  135  percent  of  her  family's  nutri- 
tional needs  based  on  the  thrifty  food  plan: 

„      J(      ,,  Thrifty  food 

Family  of  four  plan  co«t 

Kemnle,  'JO  (H  years $50.30 

(Hdld.  t  'J  years _ 27.90 

Child,  ft  A  years.        .--. 33.80 

Child,  0-8  years   43.00 

Total  Cost,   (need) 155.00 

Uniform  Coupon  Allotment 209.00 
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A  family  of  four  with  two  teenage  boys,  however,  would  have  received  a  uni- 
form allotment  covering  only  about  90  percent  of  its  nutritional  needs : 

Thirty  food 
Family  of  four  P^n  cost 

Male,  20-54  years $61. 60 

Femaly,   20-54  years 50.30 

Male,  15-19  years 63. 50 

Male,  12-14  years 57.  60 

Total  cost  (need) 233.00 

Uniform  coupon  allotment 209. 00 

The  GAO  reported  in  1978  that  average  uniform  food  stamp  allotments 
exceeded  appropriate  thrifty  food  plan  costs  by  9  percent.  Based  on  estimated 
program  costs  for  fiscal  year  1981  of  $10.7  billion,  this  proposal  would  result  in 
substantial  savings  in  the  program,  potentially  as  much  as  $963  million. 

Individualization  of  food  stamp  allotments  would  generate  substantial  savings 
and  would  simultaneously  target  benefits  more  equitably  than  the  present  system, 
where  some  households  might  be  getting  more  than  they  need  while  others  are 
getting  less. 

The  Congressional  Budget  Office  gave  the  same  assessment  of  this  recommenda- 
tion in  1977:  "Providing  applicant  food  stamp  households  an  allotment  level 
determined  by  the  specific  sex  and  age  characteristics  of  the  household  would  sig- 
nificantly reduce  federal  bonus  costs  and  presumably  come  closest  to  targeting 
benefits  on  specific  nutritional  needs."  (The  Food  Stamp  Program:  Income  or 
Food  Supplementation?"  Congressional  Budget  Office,  January,  1977,  p.  53.) 

Mr.  Chairman,  the  current  categories  which  are  used  by  the  Food  and  Nutrition 
Service,  including  their  March,  1980  costs,  and  which  would  continue  to  be  used 
under  my  amendment  are  as  follows: 

Children : 

7  mos.  to  1  year $25.80 

1  to  2  years 29.00 

3  to  5  years 35.20 

6  to  7  years 44.90 

9  to  1  years 56.90 

Males : 

12  to  14  years 60. 10 

15  to  19  years 66. 10 

20  to  54  years 64. 10 

55  and  above 57.00 

Females : 

12  to  19  years 53.00 

20  to  54  years 52.20 

55  and  above 47.30 

Pregnant 65.  80 

Nursing   mothers 69. 80 

The  use  of  all  of  these  categories  would  not  be  necessary.  They  could  be  clus- 
tered but  still  provide  a  more  accurate  assessment  of  nutritional  need. 

While  there  would  be  some  bookkeeping  associated  with  this  requirement,  based 
on  the  GAO's  savings  estimate,  the  benefits  would  far  outweigh  the  costs  of  imple- 
menting the  proposal.  Charts  could  easily  be  prepared  for  use  by  state  agencies 
with  a  minimum  of  complexity. 

CONCLUSION 

Mr.  Speaker,  these  food  stamp  reform  proposals  included  in  the  legislation  I 
am  introducing,  are  drawn  largely  from  recommendations  made  by  the  General 
Accounting  Office,  analyses  of  the  Congressional  Budget  Office,  and  concepts  pre- 
viously considered  by  the  Congress. 

I  believe  that  the  severity  of  the  federal  government's  present  fiscal  crisis  in 
general,  and  the  high  cost  of  the  food  stamp  program  in  particular,  demand  a 
careful  reconsideration  of  the  issues  presented  in  this  legislation. 
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I  hope  that  thpse  ideas  ran  serve  as  a  launching  pad  for  conati  uetive  discns- 
^n  and  r*»flnem#»nt  of  these  and  other  concepts  co  retarget  assistance  to  families) 
who  need  it  moot,  with  a  consequent  reduction  in  overall  costs  and  a  savings  to 
the  hardworking  American  taxpayers  whom  we  represent. 


Cotobess  or  the  C*mn  States, 

House  or  RzpacaKffTAxnras, 
Wrvtkin^Pm,  D.C^  April  99  1981. 
Hon.  ifMiKf.  Hfcr,*fs. 

Chrtirmnn,  Senate  Crymmitte^  rm  AQrieuUwre.  Nutrition  and  Forestry 
Wattonfrton,  T).C. 

frr.A*  Mr.  CrtAmwtA* :  This  correspondence  will  follow  up  on  my  appearance 
before  the  Senate  Agricnltnre  Committee  on  March  16.  and  in  response  to 
testimony  presented  by  Professor  Richard  Weiskoff  on  the  impact  of  the  Food 
Stamp  program  in  Puerto  Rico. 

A  review  of  the  transcript  of  hi*  testimony  has  resulted  in  this  letter. 

First,  comments  on  the  alleged  failure  of  the  government  of  Puerto  Rico  to 
encourage  agricnltnral  prodnetion  were  linked  to  the  Food  Stamp  program  in 
Puerto  Rico.  The  decline  in  agricnltnral  prodnetion,  which  Governor  Carlos 
Romero- KareeM  is  attempting  to  reverse  since  1977.  began  in  the  1960s  and  not, 
as  wan  implied,  following  the  implementation  of  the  Food  Stamp  program  in 
1M4. 

A  griculf  nrc.  the  predominant  economic  sector  in  1960,  employed  about  216,000 
people,  86  percent  of  total  employment,  and  contributed  $149  million,  or  25  per- 
cent of  the  Island**  income  in  that  year. 

Ry  1976,  agricnltnre  was  the  smallest  of  the  major  economic  sectors,  providing 
employment  for  only  6  percent  of  the  total  work  force  and  received  only  5  percent 
of  the  total  net  income.  This  was  a  twenty-five  year  process  and  the  advent 
of  food  stamps  in  the  J  aland  toward  the  very  end  of  that  process  in  1974  had 
nothing  to  do  with  it.  I  share  your  concern  over  the  fact  that  we  are  not 
agriculturally  self-snfnclent.  bnt  won  Id  point  ont  onr  present  Administration  Is 
miking  significant  at  rides  In  local  rice  production,  in  increasing  some  exports 
to  the  mainland  snoh  as  tomatoes,  and  In  continuing  our  high  level  of  dairy, 
chicken  and  egg  production. 

Further,  the  decline  of  agricnltnre  was  a  partial  result  of  the  transformation 
from  an  agricultural  economy  Into  an  industrial-oriented  economy  based  on 
manufacturing,  commerce,  construction,  and  other  services. 

During  this  period,  per  capita  income  in  Puerto  Rico  rose  from  $296  in  1950, 
to  $fW  In  1960 ;  to  $1,398  In  1970,  and  $2,422  in  1976. 

A  massive  study  undertaken  by  the  U.S.  Department  of  Commerce,  proposed 
by  Governor  Romero  during  the  Administration  of  President  Carter,  was  pub- 
lished In  December  1979. 

As  the  study  points  out,  what  happened  in  Puerto  Rico  during  this  period 
and  the  resultant  transformation  of  the  economy  "does  not  differ  greatly  from 
that,  which  took  place  over  the  same  period  in  many  of  the  predominantly 
cot t nn -producing  mainland  states  such  as  South  Carolina,  Georgia,  Alabama, 
Mississippi,  and  Arkansas."  Not  one  of  these  States  have  the  peculiar  character- 
istic of  an  Island  economy,  or  our  population  density. 

At  this  point,  1  would  like  to  refer  you  to  Attachment  A  to  this  letter  which 
explains  some  of  the  basic  goals  of  the  Romero  Administration's  present  agricul- 
tural |M)llcy,  and  sums  up  some  of  the  highlights  of  our  Island's  12-year  Agri- 
cultural Development  Plan. 

The  oft-repented  Ktntoment  that  Puerto  Rioans  do  not  pay  Federal  taxes, 
but  receive  all  the  benefits  was  a  result  of  the  decision  of  the  United  States 
Congress,  one  that  ultimately  !>enefltted  mainland  based  companies  and  their 
stockholders.  This  incentive  for  businesses  was  the  cornerstone  of  Operation 
Bootstrap*  a  program  which  became  a  model  for  developing  nations  the  world 
over. 

Second,  Professor  Welskoff  suggested  that  the  Food  Stamp  program  constituted 
"an  economic  and  moral  disaster"  for  Puerto  Rico. 

tt.  In  difficult  to  refute  conclusions  or  opinions,  although  they  may  be  easy 
to  reach.  Prior  to  coming  to  Congress  in  1977,  I  was  a  practicing  lawyer  in 
Puerto  Rico  and  have  lived  there  ail  of  my  life. 
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I  can  personally  state  that  the  Island,  in  the  midst  of  a  severe  recession 
from  1974  to  1976,  benefitted  greatly  from  the  extension  of  the  Food  Stamp 
program  during  that  period. 

The  injection  of  large  amounts  of  Federal  assistance,  now  under  scrutiny 
in  some  quarters,  benefitted  everyone  in  Puerto  Rico:  families  in  need  of  an 
adequate  nutritional  diet,  food  wholesalers  and  processors,  our  agricultural 
sector  and,  finally,  exporters  of  mainland  produced  goods  and  services.  It 
probably  saved  the  Island  from  economic  collapse. 

You  have  already  heard  my  testimony  that  Puerto  Ricans,  as  U.S.  citizens, 
have  a  right  to  equal  treatment  in  Federal  programs  and  you  are  aware  that 
there  are  other  programs,  such  as  SSI,  Medicaid,  General  Revenue  Sharing, 
from  which  we  are  totally  excluded  or  are  participating  on  a  very  restrictive 
basis.  Some  argue  that  the  American  taxpayer  should  not  pick  up  the  bill  for 
Puerto  Ricans  who  participate  in  Federal  programs,  but  I  would  counter  that 
they  are  earned  benefits  accruing  from  being  citizens  of  the  United  States.  Too, 
the  poor  generally  do  not  pay  any  income  taxes.  However,  the  fact  remains  that 
Federal  assistance  per  capita  in  Puerto  Rico  is  only  $1,102  which  ranks  us 
52nd  in  the  Nation  even  though  we  rank  fourth  in  number  of  poor. 

The  "truly  needy"  of  Puerto  Rico  are  as  the  "truly  needy"  in  any  State  of 
the  Union.  This  is  a  fundamental  principle  which  will  be  abandoned  if  the 
proposed  "nutritional  block  grant"  for  Puerto  Rico  becomes  a  reality,  or  the 
views  of  Professor  Weiskoff  are  maintained. 

Puerto  Ricans,  as  citizens,  share  in  the  national  defense  of  the  country,  and 
we  would  like  to  share  equally  in  Federal  programs. 

Third,  Professor  Weiskoff  assumes  that  Federal  programs  are  somehow 
"inappropriate"  to  the  needs  of  the  Island  economy. 

Puerto  Ricans  have  the  same  needs  of  any  citizen  of  the  United  States  for 
adequate  housing,  for  hosiptals,  for  streets,  and  for  any  other  benefit  of  the 
Federal  government  To  argue  that  Puerto  Ricans  should  not  receive  Food 
Stamps  since  they  live  on  an  Island  is  absurd,  and  I  am  certain  that  statement 
would  not  be  supported  by  the  two  Senators  from  Hawaii. 

Fourth,  and  final,  I  would  like  to  point  out  that  the  economy  of  Puerto  Rico, 
closely  related  to  the  mainland  United  States,  results  in  the  fact  that  our  Island 
is  one  of  the  largest  purchasers  in  the  world  of  U.S.  goods  and  services. 

I  am  attaching  some  additional  supplementary  information  for  your  personal 
reference  and  staff  use  and  appreciate  your  consideration  of  this  correspondence. 
I  would  be  glad  to  provide  any  further  information  regarding  the  concerns  which 
you  have  raised  and  to  work  with  your  office  on  this  matter.1 
Cordially, 

Baltasab  Corbada, 
Resident  Commissioner,  Puerto  Rico. 

Enclosures. 

[From  the  Puerto  Rico  Business  Review] 
[Attachment  A] 
Plans  for  a  Modern  Agricultural  Industry  in  Puerto  Rico 

Following  reader  interest  in  the  Business  Review  article  of  September  1977 
entitled  "Sugar  Mill  Shutdowns  and  the  New  Agricultural  Plan,"  we  herewith 
present  a  more  comprehensive  view  of  the  industry  at  present  and  of  the  plans 
to  revitalize  it.  The  text  is  summarized  from  a  recent  report  prepared  by  Dr. 
Jose  Vicente  Chandler,  Soil  Scientist  at  the  Science  and  Education  Agency,  U.S. 
Department  of  Agriculture. 

Puerto  Rico  requires  a  modern  agriculture  (1)  to  utilize  fully  its  natural 
resources  of  soil,  water,  and  year-round  warm  weather,  (2)  to  produce  most  of 
the  food  it  now  imports  (at  a  cost  of  over  $1.0  billion  yearly),  (3)  to  improve  its 
economy  (since  the  farm  dollar  has  a  far  greater  multiplier  effect  on  the  economy 
than  the  industrial  dollar)  (4)  to  provide  employment  (Official  unemployment 
exceeds  20  percent),  and  (5)  to  contribute  to  the  socioeconomic  infrastructure 
of  the  island. 

The  present  state  of  agriculture  on  the  island  suffers  from  long-outdated  tech- 
nology and  inefficient  production.  As  a  result,  the  consumer  pays  high  prices  for 


1  Retained  in  fries. 
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Statement  of  Hon.  Eldon  Rudd,  a  U.S.  Representative  in  Congress  From  the 
4th  District  of  Arizona 

Mr.  Chairman  and  distinguished  members  of  the  Committee,  I  have  recently 
introduced  legislation  which  would  substantially  reduce  the  costs  of  the  food 
stamp  program  by  targeting  assistance  to  those  most  truly  in  need  and  removing 
other  recipients  from  the  rolls. 

No  federal  program  is  in  more  need  of  fundamental  reform  and  cost  reduction 
than  the  food  stamp  program. 

Countless  working  Americans  have  witnessed  the  abuses  first-hand  in  grocery 
stores  across  this  country.  They  have  observed  fellow  citizens — many  of  whom 
are  not  much,  if  any,  financially  worse  off  than  they — obtaining  free  groceries 
with  food  stamps  supplied  by  the  federal  government. 

Of  course,  food  stamps  are  not  free.  Taxpaying  Americans  spent  $9.2  billion  for 
this  program  in  fiscal  year  1980.  Costs  are  now  predicted  to  be  at  least  $11.1  bil- 
lion, perhaps  more,  during  fiscal  year  1981  unless  meaningful  efforts  are  made  to 
restrict  benefits  to  only  the  truly  needy  and  deserving. 

The  need  for  cost-saving  reforms  is  further  underlined  by  the  fact  that  the 
fiscal  year  1981  budget — once  portrayed  as  balanced — will  now  result  in  a  deficit 
of  $50  billion  or  more. 

The  growth  in  the  food  stamp  program  has  been  astronomical.  What  started 
out  in  1965  at  a  level  of  $34  million  serving  435,000  recipients  has  skyrocketed  to 
$9.7  billion,  and  in  September  of  1980  served  22  million,  or  one  out  of  every  ten 
Americans.  Congressional  Budget  Office's  projected  cost  for  fiscal  year  1982  is 
now  $12.5  billion  and  the  current  budget  request  for  fiscal  year  1982  is  $12,882,000. 

During  the  past  four  years,  the  Carter  Administration  and  the  Democratic 
leadership  in  the  Congress  have  been  totally  unresponsive  to  the  need  for  reform 
in  this  program.  President  Reagan  has  recognized  the  pressing  need  to  revamp 
the  food  stamp  program  and  has  recommended  savings  in  his  budget  amendments. 
These  are  a  step  in  the  right  direction,  but  I  believe  that  further  savings  can  be 
realized. 

I  hope  this  legislation  can  serve  as  a  focal  point  for  meaningful  and  long  over- 
due reform  as  reauthorization  is  considered.  This  list  is  not  comprehensive,  but 
does  present  a  number  of  proposals  which  deserve  serious  consideration  by  those 
truly  interested  in  making  the  food  stamp  program  more  responsive  to  recipients 
and  taxpayers  alike.  The  CBO  estimates  that  the  changes  made  by  the  bill  would 
save  $3.7  billion  from  an  otherwise  estimated  cost  of  $12.5  billion  in  fiscal  year 
1982. 

purchase  requirement 

A  great  part  of  the  growth  in  program  costs  of  the  food  stamp  program  is  at- 
tributable to  the  decision  by  the  Congress  in  1977  to  eliminate  the  purchase  re- 
quirement as  a  prerequiste  for  participation. 

Under  the  purchase  requirement,  participants  with  income  were  expected  to 
contribute  a  small  percentage  of  their  incomes  in  exchange  for  food  stamps  rep- 
resenting larger  denominations  in  value.  Households  with  little  or  no  income 
were  not  required  to  pay  anything.  Higher  income  households  were  required  to 
pay  up  to  30  percent  of  their  net  income  for  food  stamps. 

The  Congressional  Budget  office  has  estimated  that  many  low  and  lower-middle 
income  families  have  chosen  to  reallocate  their  limited  incomes  so  as  to  select 
those  commodities  which  are  subsidized,  thereby  continuing  to  maintain  their  real 
purchasing  power  in  non-subsidized  goods. 

The  CBO  noted  in  an  April  22,  1980  memorandum  that  since  the  elimination 
of  the  purchase  requirement,  the  fool  stamp  program  has  become  more  of  a  di- 
rect income  transfer  program,  directly  substitutable  for  non-food  purchases. 
Hence,  the  propensity  to  participate  in  the  program  increases  with  relatively 
high  rates  of  inflation  in  non-food,  but  still  basic  items. 

In  other  words,  low  and  lower-middle  income  families  are  responding  to  infla- 
tion by  enrolling  in  the  food  stamp  program  in  order  to  spend  what  money  they 
have  on  other  necessities — and  sometimes  unessential  items — which  are  not  sub- 
sidized by  the  Federal  Government 

The  Congressional  Budget  Office  has  estimated  that  the  full  restoration  of 
the  purchase  requirement,  at  the  same  level  as  when  terminated  in  1977,  would 
reduced  food  stamp  costs  by  $774  million  in  fiscal  year  1981. 

Surely,  the  Congress  should  not  be  so  blind  to  the  post-1977  escalation  of 
participation  but  to  admit  that  the  total  elimination  of  the  purchase  require- 
ment was  a  mistake,  and  that  it  should  be  reinstituted. 
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Its  restoration  would  recognize  the  simple  fact  that  when  citizens  have  to 
put  forth  some  money  in  order  to  participate  in  a  matching  Federal  program, 
they  are  less  apt  to  do  so  if  they  are  marginally  needy  than  if  they  must  con- 
tribute nothing  at  all. 

Since  those  marginally  eligible  are  the  ones  who  drop  off — while  those  most 
in  need  remain — restoring  the  purchase  requirement  would  serve  to  refocus 
benefits  to  those  at  the  lower  income  level  while  tending  to  discourage  marginal 
families  from  participation.  It  would  also  give  those  making  the  contribution  for 
the  higher  value  allotment  a  sense  of  contributing  to  their  own  needs. 

The  proposal  incorporated  within  this  legislation  would  not  mandate  a  restora- 
tion of  the  full  purchase  requirement  for  all  families,  but  rather  would  exempt 
the  elderly,  blind  and  disabled — categories  already  recognized  as  deserving  of 
special  consideration.  These  groups  would  continue  to  be  provided  with  food 
stamps  without  regard  to  the  purchase  requirement  if  they  otherwise  meet  the 
income  and  assets  test  criteria  of  existing  law. 

Elderly,  blind  and  disabled  households  constitute  at  least  one  quarter  of  the 
food  stamp  caseload. 

The  exemption  for  these  groups  would  ensure  that  the  food  stamp  program  is 
tailored  to  assist  those  least  able  to  help  themselves. 

The  other  most  deserving  category,  the  truly  poor,  would  be  exempt  in  practice 
from  the  restoration  of  the  purchase  requirement  which  even  before  1977  ex- 
empted households  at  the  lowest  income  levels. 

Our  colleague,  the  gentlewoman  from  Xew  Jersey,  Mrs.  Fen  wick,  first  conceived 
of  exempting  these  categories  in  an  amendment  she  offered  to  S-  1309  on  May  8, 
1980.  I  believe  that  as  Members  reflect  further  on  this  concept,  they  will  see  the 
wisdom  of  restoring  the  purchase  requirement  principle. 

GROSS   INCOME   LIMIT 

Another  element  essential  to  food  stamp  reform  is  that  income  eligibility  be 
estabished  at  the  gross,  rather  than  net  income  level. 

For  instance,  in  December,  1980,  each  household  was  entitled  to  an  $80  per 
month  standard  deduction  as  well  as  deductions  of  up  to  $110  per  month  for  child 
care  expenses  and/or  excess  shelter  costs. 

Such  deductions  permit  families  with  incomes  substantially  above  the  poverty 
line  to  participate  in  the  program. 

The  following  figures,  verified  by  the  Congressional  Budget  Office,  indicate  the 
effective  gross  income  limits  which  were  in  effect  in  December,  assuming  the 
maximum  exemptions,  in  comparison  with  actual  poverty  standard  as  defined  by 
the  Office  of  Management  and  Budget : 

MAXIMUM  EFFECTIVE  GROSS  INCOME  ELIGIBILITY  (UNDER  EXISTING  LAW)  PERIOD  OF  JULY  TO  DECEMBER  1980 

Net  income        Maximum  cross 
cutoff  income 

Family  size: 

1 1*3,790  >$7,588 

2 5,010  9,113 

3 6,230  10,638 

4 7,450  12,162 

5 8,670  13,687 

6 9,890  15,212 

»0MB  poverty  level. 

1  Assumes  working  household  eligible  for  20  percent  earned  income  credit;  580  standard  deduction;  $110  dependent 
care/excess  shelter  deduction.  (Does  not  assume  deductions  for  payments  above  535  for  medical  expenses  which  are 
available  for  elderly,  blind  and  disabled.) 

Note:  Figures  verified  by  Congressional  Budget  Office. 

I  do  not  lielieve  that  the  majority  of  working  taxpayers  support  the  concept  of 
providing  benefits  to  those  who  are  themselves  above  the  poverty  line  in  gross 
income. 

The  Department  of  Agriculture's  most  recent  statistics  (published  in  Febru- 
ary 1980)  indicate  that  approximately  13  percent  of  all  benefits  are  paid  to  house- 
holds with  gross  incomes  above  the  poverty  line. 

This  proposal  provides  a  built-in  work  incentive  to  encourage  non-working 
households  to  obtain  jobs  and  thereby  work  themselves  off  the  food  stamp  rolls. 
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Households  with  members  participating  in  these  other  feeding  programs — 
primarily  designed  for  children — are  being  overcompensated  in  total  food  stamp 
benefits  at  a  great  cost  to  the  American  taxpayer. 

One  option  would  be  for  Congress  to  adopt  a  policy  of  considering  total  food 
benefits  available  to  multiple-program  participants  when  determining  eligibility 
and  level  of  benefits  in  the  food  stamp  program  as  a  means  of  eliminating  the 
present  duplication. 

Another  option  would  be  similar  to  that  proposed  in  this  bill  for  the  food 
stamp/school  lunch  overlap — to  simply  reduce  by  the  per  meal  cost  the  food 
stamp  benefits  to  which  a  recipient  who  participates  in  other  feeding  programs 
is  entitled. 

ELIMINATE    DINE-OUT 

Mr.  Speaker,  one  new  feature  of  the  food  stamp  program  which  is  now  small, 
but  which  contains  the  ingredients  for  massive  expansion  and  abuse,  is  the  so- 
called  "dine-out"  provision  of  the  current  law. 

Under  the  "dine-out"  pilot  projects,  certain  food  stamp  recipients  (currently 
limited  to  the  elderly,  blind,  and  disabled)  may  use  food  stamps  in  authorized 
restaurants. 

While  most  Americans  curstomarily  think  of  food  stamp  redemption  as  con- 
fined to  grocery  stores,  present  law  actually  allows  purchases  at  several  types  of 
locations. 

For  example,  food  stamps  can  be  redeemed  for  meals  served  by  alcohol  and 
drug  treatment  centers,  or  even  for  hunting  and  fishing  equipment  in  parts  of 
Alaska.  With  regard  to  the  elderly  and  disabled,  stamps  may  be  used  in  a  variety 
of  ways,  for  food  at  home  or  away  from  home. 

The  most  common  kinds  of  meals  provided  for  the  elderly  are  meals-on- 
wheels — meals  at  senior  citizens'  centers,  apartment  buildings  occupied  primarily 
by  those  over  60,  or  Federally  subsidized  housing  for  the  elderly — or  meals  from 
public  or  nonprofit  organizations,  including  schools,  eating  establishments,  and 
groups  created  for  other  purposes,  but  which  offer  meals  for  persons  age  60  or 
more. 

However,  a  thus-far  little-used  provision  of  the  law  also  allows  food  stamp 
redemption  in  private  retail  establishments,  such  as  restaurants  that  contract 
with  the  State  to  offer  reduced  price  meals  to  persons  60  or  over. 

It  is  this  lastest  sategary  only  which  would  be  eliminated  under  the  provisions 
of  this  legislation. 

The  administrative  costs  associated  with  seeking  and  setting  up  contractual  ar- 
rangements with  restaurants  are  excessive.  Surely  this  provision  goes  beyond  the 
original  intent  for  the  food  stamp  program. 

Additionally,  it  is  clear  that  the  food  stamp  coupon  allotments,  which  are  based 
on  at-home  food  costs,  will  rapidly  be  depleted  under  "dine-out"  provisions  at  even 
the  most  economical  restaurants. 

Congress  has  been  generous  in  establishing  alternative  redemption  centers  for 
the  elderly,  blind,  and  disabled  as  cited  above. 

However,  the  current  provision  allowing  these  recipients  to  eat  at  restaurants 
clearly  abuses  the  concept  of  the  program  and  holds  it  up  to  even  greater  public 
derision. 

The  Department  is  spending  scarce  resources  trying  to  establish  "dine-out"  con- 
tracts which  would  prematurely  exhaust  the  recipients'  monthly  coupon  allot- 
ment. Such  projects  are  simply  not  cost  effective — for  either  the  recipient  or  the 
taxpayer. 

Since  the  existing  food  stamp  law  provides  a  myriad  of  other  redemption  proc- 
esses to  accommodate  the  mobility  and  health  problems  unique  to  the  elderly, 
blind  and  disabled,  it  seems  to  me  prudent  to  eliminate  this  "dine-out"  provision. 

ELIMINATE    OUTREACH 

To  add  to  the  irony  of  the  food  stamp  program  is  the  fact  that  despite  the  monu- 
mental growth  of  the  program,  the  federal  government  requires  the  States 
administering  the  program  to  continue  to  seek  additional  participants. 

At  a  time  when  the  Federal  Government  should  be  seeking  every  reasonable 
means  to  streamline  its  operations,  it  is  incongruous  that  official  policy  mandates 
this  "outreach"  aspect  of  the  food  stamp  program. 
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ELIMINATE   STRIKERS 

One  area  of  the  food  stamp  program  where  obvious  savings  could  be  obtained 
is  through  the  total  elimination  of  strikers  from  the  food  stamp  rolls. 

Present  law  presents  the  appearance  of  a  prohibition  against  strikers,  but,  in 
reality,  simultaneously  provides  an  exception  clause  which  allows  most  strikers 
to  enroll  in  the  program.  Countless  local  communities  can  attest  to  this  practice 
as  foodstamp  offices  are  swamped  with  applications  paralleling  local  labor 
disputes  and  strikes. 

indeed,  under  the  "expedited  procedure"  of  the  food  stamp  program,  strikers 
are  often  placed  on  the  food  stamp  rolls  within  days  of  the  initial  walkout. 

Ciearly,  working  American  taxpayers  should  not  be  required  to  subsidize  other 
Americans  who  have  consciously  and  voluntarily  decided  not  to  work.  The  present 
practice  of  providing  such  generous  and  immediate  benefits  serves  to  place  the 
federal  government  on  the  side  of  strikers.  I  believe  the  federal  government 
should  be  neutral  in  such  disputes. 

The  U.S.  Department  of  Agriculture's  statistics  published  in  February,  1980, 
indicated  that  approximately  2.1  percent  of  all  food  stamp  households  contained 
strikers.  While  this  may  be  a  small  percentage  of  the  caseload,  it  is  nevertheless 
2.1  percent  too  many. 

The  bill  would  eliminate  the  eligibility  of  strikers  to  receive  food  stamps  unless 
they  were  otherwise  entitled  to  receive  them  before  the  strike  began. 

OVERLAP 

One  of  the  most  obvious  examples  of  food  stamp  abuse  is  in  the  area  of  overlap 
with  other  domestic  funding  programs. 

The  largest  program  in  which  this  overlap  of  services  occurs  is  the  school  lunch 
program.  The  General  Accounting  Office  has  noted  this  as  long  ago  as  June  13, 
1978,  in  a  report  to  Congress  on  domestic  food  assistance  programs. 

Under  the  present  food  stamp  program,  households  are  provided  with  an  al- 
lotment of  food  stamps  to  pay  for  three  meals  per  day  at  reasonable  costs, 
providing  a  nutritionally  adequate  diet.  However,  the  Congressional  Budget 
Office  estimates  that  approximately  6.8  million  children  whose  families  already 
received  food  stamp  allotments  on  their  behalf  are  participating  in  the  school 
lunch  programs  as  well. 

The  net  effect  of  this  overlap  is  that  families  with  children  who  receive  fed- 
erally financed  free  school  lunches  are  subsidized  for  four,  rather  than  three, 
meals  per  day,  with  resulting  increased  costs  to  the  taxpayers. 

This  aspect  of  the  omnibus  legislation  is  modelled  after  legislation  introduced 
by  you.  Mr.  Qhairman,  in  this  august  body,  along  with  other  members  of  the 
Senate  Agriculture,  Budget  and  Appropriations  Committees. 

A  similar  proposal  was  offered  by  our  colleague  from  Missouri  (Mr.  Cole- 
man), both  as  separate  legislation  and  as  an  amendment  to  S.  1309  on  May  8, 
1980.  While  the  amendment  was  rejected  at  that  time,  the  continuing  budget 
crisis  makes  it  imperative  to  reconsider  this  reasonable  reform  proposal. 

The  provision  would  reduce  the  allotment  of  food  stamps  the  most  generous 
possible  calculation  of  the  food  stamp  programs  assumed  cost  of  one  meal  per 
day  for  family  members  participating  in  the  school  lunch  program. 

Such  a  restriction  would  eliminate  duplication  which  the  CBO  estimates  costs 
taxpayers  over  half  a  billion  dollars  a  year.  Needy  children  would  still  receive 
the\r  school  lunches.  Their  parents  would  continue  to  receive  food  stamps. 

This  is  a  modest  proposal  to  reduce  the  dual  compensation  existing  under  the 
present  circumstances.  The  entire  duplication  between  these  two  programs  would 
not  be  eliminated  by  this  section.  Short  of  an  overly  complex  plan,  some  dupli- 
cation would  inevitably  remain,  but  this  provision  is  a  move  in  the  right  direction. 

It  should  be  noted,  Mr.  Speaker,  that  the  school  lunch  program  is  only  one  of 
the  programs  which  currently  overlaps  with  the  food  stamp  program. 

Other  domestic  feeding  programs  which  frequently  provide  food  stamp  families 
with  additional  nutritional  benefits  are  the  Women,  Infants,  and  Children  ( WIC) 
program,  summer  feeding,  school  breakfast,  special  milk,  and  child  care  feeding. 

While  the  provisions  of  this  particular  bill  only  address  the  elimination  of 
overlap  between  the  food  stamp  and  school  lunch  programs — the  Agriculture 
Department's  two  largest  feeding  programs — other,  smaller  programs  should 
also  be  considered. 
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Mr.  Speaker,  one  of  the  original  objectives  of  the  food  stamp  program  was  to 
target  supplemental  food  assistance  to  those  most  in  need  in  our  society.  It  is 
an  objective  which  needs  more  attention  in  the  1980's. 

At  the  present  time,  there  is  an  inequitable  distribution  of  benefits  to  some 
households  caused  by  the  use  of  the  standard  allotment. 

All  food  stamp  allotments  are  based  on  the  Thrifty  Food  Plan  costs  for  a  four- 
person  household  consisting  of  two  adults  (a  man  and  a  woman),  aged  20  to  54, 
and  two  children,  one  in  the  6  to  8  age  group  and  the  other  aged  9  to  11. 

The  Thrifty  Food  Plan  is  the  least  costly  of  four  food  plans  developed  by  the 
Department  of  Agriculture.  It  is  designed  to  provide  most  of  the  National  Acad- 
emy of  Sciences'  1974  recommended  dietary  allowances  considered  to  be  adequate 
to  meet  the  known  nutritional  needs  of  healthy  persons.  This  is  the  same  food 
plan  which  the  Department  presently  uses  to  determine  food  stamp  costs. 

The  monthly  uniform  allotment  for  a  four-person  household  in  March  of  last 
year,  for  instance,  was  $209. 

Thrifty  food 
Family  of  four  plan  co9t 

Male,  20-64  years $61.00 

Female,  20-54  years 50. 30 

Child,  6-8  years 43. 00 

Child,  9-11  years 54.00 

Total  208.  90 

However,  the  General  Accounting  Office  estimated  in  1978  that  only  2.5 
percent  of  food  stamp  households  were  composed  of  this  particular  combination 
of  family  members.  The  food  stamp  allotments  for  other  household  sizes  are  not 
determined  by  similarly  calculating  the  average  cost  of  food  to  households  of 
varying  age  and  sex  composition,  even  though  these  figures  are  available  from 
the  Department  of  Agriculture.  Rather,  other  allotment  levels  are  determined 
by  dividing  the  standard  allotment  level  by  four,  multiplying  the  result  by 
household  size,  and  applying  an  adjustment  to  reflect  economies  of  scale. 

The  GAO  noted  the  inequities  which  this  system  creates  in  its  June  13,  1978 
report,  "Federal  Domestic  Food  Assistance  Programs — A  Time  for  Assistance 
and  Change" :  "Because  the  uniform  allotment  amounts  are  based  on  the  needs 
of  an  average  family,  the  combination  of  free  food  stamps  and  a  reasonable  invest- 
ment of  household  funds  could  enable  some  recipients,  such  as  a  household 
consisting  of  a  mother  and  three  young  children,  to  receive  benefits  above  their 
thrifty  food  plan  costs.  On  the  other  hand,  a  similar  combination  of  free  food 
stamps  and  a  reasonable  investment  of  household  funds  would  probably  not  be 
enough  to  provide  a  nutritionally  adequate  diet  for  a  five-person  household  in 
which  the  children  are  all  teenage  boys  (p.  34)." 

Let's  look  at  several  inequities  based  on  food  cost  prepared  by  the  Department 
of  Agriculture. 

The  uniform  food  stamp  allotment  for  all  participating  four-person  families 
in  the  continental  United  States  is  $209,  regardless  of  the  actual  age  or  sex 
of  the  family  members. 

Thus  families  whose  composition  vary  from  the  uniform  allotments  receive 
either  substantially  more  or  less  than  the  amounts  needed  to  cover  their  food 
costs. 

For  example,  a  mother  with  three  young  children  would  have  received  a 
uniform  food  stamp  allotment  meeting  about  135  percent  of  her  family's  nutri- 
tional needs  based  on  the  thrifty  food  plan: 

_      .,      __  Thrifty  food 

Family  of  four  plan  co%t 

Female,  20-54  years $50. 30 

Child,  1-2  years 27.  90 

Child,  3-5  years 33.80 

Child,  6-8  years 43.00 

Total  Cost   (need) 155.00 

Uniform  Coupon  Allotment 209. 00 
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A  family  of  four  with  two  teenage  boys,  however,  would  have  received  a  uni- 
form allotment  covering  only  about  90  percent  of  its  nutritional  needs : 

Thirty  food 
Family  of  four  plan  cost 

Male,  20-54  years $61. 60 

Femaly,   20-54  years 50.30 

Male,  15-19  years 63. 50 

Male,  12-14  years 57.  60 

Total  cost  (need) 233.00 

Uniform  coupon  allotment 209. 00 

The  GAO  reported  in  1978  that  average  uniform  food  stamp  allotments 
exceeded  appropriate  thrifty  food  plan  costs  by  9  percent.  Based  on  estimated 
program  costs  for  fiscal  year  1981  of  $10.7  billion,  this  proposal  would  result  in 
substantial  savings  in  the  program,  potentially  as  much  as  $963  million. 

Individualization  of  food  stamp  allotments  would  generate  substantial  savings 
and  would  simultaneously  target  benefits  more  equitably  than  the  present  system, 
where  some  households  might  be  getting  more  than  they  need  while  others  are 
getting  less. 

The  Congressional  Budget  Office  gave  the  same  assessment  of  this  recommenda- 
tion in  1977:  "Providing  applicant  food  stamp  households  an  allotment  level 
determined  by  the  specific  sex  and  age  characteristics  of  the  household  would  sig- 
nificantly reduce  federal  bonus  costs  and  presumably  come  closest  to  targeting 
benefits  on  specific  nutritional  needs."  (The  Food  Stamp  Program:  Income  or 
Food  Supplementation?"  Congressional  Budget  Office,  January,  1977,  p.  53.) 

Mr.  Chairman,  the  current  categories  which  are  used  by  the  Food  and  Nutrition 
Service,  including  their  March,  1980  costs,  and  which  would  continue  to  be  used 
under  my  amendment  are  as  follows: 

Children : 

7  mos.  to  1  year $25.80 

1  to  2  years 29.00 

3  to  5  years 35.20 

6  to  7  years 44.90 

9  to  1  years 56.90 

Males : 

12  to  14  years 60.  io 

15  to  19  years 66.10 

20  to  54  years 64.  io 

55  and  above 57!  00 

Females : 

12  to  19  years 53.00 

20  to  54  years 52.20 

55  and  above ZZI  47.30 

Pregnant ZZI ZZ  60.  80 

Nursing  mothers 69. 80 

The  use  of  all  of  these  categories  would  not  be  necessary.  They  could  be  clus- 
tered but  still  provide  a  more  accurate  assessment  of  nutritional  need. 

While  there  would  be  some  bookkeeping  associated  with  this  requirement,  based 
on  the  GAO's  savings  estimate,  the  benefits  would  far  outweigh  the  costs  of  imple- 
menting the  proposal.  Charts  could  easily  be  prepared  for  use  by  state  agencies 
with  a  minimum  of  complexity. 

CONCLUSION 

Mr.  Speaker,  these  food  stamp  reform  proposals  included  in  the  legislation  I 
am  introducing,  are  drawn  largely  from  recommendations  made  by  the  General 
Accounting  Office,  analyses  of  the  Congressional  Budget  Office,  and  concepts  pre- 
viously considered  by  the  Congress. 

I  believe  that  the  severity  of  the  federal  government's  present  fiscal  crisis  in 
general,  and  the  high  cost  of  the  food  stamp  program  in  particular,  demand  a 
careful  reconsideration  of  the  issues  presented  in  this  legislation. 
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I  hope  that  these  ideas  can  serve  as  a  launching  pad  for  constructive  discus- 
sion and  refinement  of  these  and  other  concepts  to  retarget  assistance  to  families 
who  need  it  most,  with  a  consequent  reduction  in  overall  costs  and  a  savings  to 
the  hardworking  American  taxpayers  whom  we  represent. 


Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.C.,  April  9,  1981. 
Hon.  Jesse  Helms, 

Chairman,  Senate  Committee  on  Agriculture,  Nutrition  and  Forestry, 
Washington,  B.C. 

Deab  Mb.  Chairman  :  This  correspondence  will  follow  up  on  my  appearance 
before  the  Senate  Agriculture  Committee  on  March  16,  and  in  response  to 
testimony  presented  by  Professor  Richard  Weiskoff  on  the  impact  of  the  Food 
Stamp  program  in  Puerto  Rico. 

A  review  of  the  transcript  of  his  testimony  has  resulted  in  this  letter. 

First,  comments  on  the  alleged  failure  of  the  government  of  Puerto  Rico  to 
encourage  agricultural  production  were  linked  to  the  Food  Stamp  program  in 
Puerto  Rico.  The  decline  in  agricultural  production,  which  Governor  Carlos 
Romero-Barcel6  is  attempting  to  reverse  since  1977,  began  in  the  1950s  and  not, 
as  was  implied,  following  the  implementation  of  the  Food  Stamp  program  in 
1974. 

Agriculture,  the  predominant  economic  sector  in  1960,  employed  about  216,000 
people,  36  percent  of  total  employment,  and  contributed  $149  million,  or  25  per- 
cent of  the  Island's  income  in  that  year. 

By  1976,  agriculture  was  the  smallest  of  the  major  economic  sectors,  providing 
employment  for  only  6  percent  of  the  total  work  force  and  received  only  5  percent 
of  the  total  net  income.  This  was  a  twenty-five  year  process  and  the  advent 
of  food  stamps  in  the  Island  toward  the  very  end  of  that  process  in  1974  had 
nothing  to  do  with  it.  I  share  your  concern  over  the  fact  that  we  are  not 
agriculturally  self-sufficient,  but  would  point  out  our  present  Administration  is 
making  significant  strides  in  local  rice  production,  in  increasing  some  exports 
to  the  mainland  such  as  tomatoes,  and  in  continuing  our  high  level  of  dairy, 
chicken  and  egg  production. 

Further,  the  decline  of  agriculture  was  a  partial  result  of  the  transformation 
from  an  agricultural  economy  into  an  industrial-oriented  economy  based  on 
manufacturing,  commerce,  construction,  and  other  services. 

During  this  period,  per  capita  income  in  Puerto  Rico  rose  from  $296  in  1950, 
to  $587  in  1960 ;  to  $1,398  in  1970,  and  $2,422  in  1976. 

A  massive  study  undertaken  by  the  U.S.  Department  of  Commerce,  proposed 
by  Governor  Romero  during  the  Administration  of  President  Carter,  was  pub- 
lished in  December  1979. 

As  the  study  points  out,  what  happened  in  Puerto  Rico  during  this  period 
and  the  resultant  transformation  of  the  economy  "does  not  differ  greatly  from 
that  which  took  place  over  the  same  period  in  many  of  the  predominantly 
cotton -producing  mainland  states  such  as  South  Carolina,  Georgia,  Alabama, 
Mississippi,  and  Arkansas."  Not  one  of  these  States  have  the  peculiar  character- 
istic of  an  Island  economy,  or  our  population  density. 

At  this  point,  I  would  like  to  refer  you  to  Attachment  A  to  this  letter  which 
explains  some  of  the  basic  goals  of  the  Romero  Administration's  present  agricul- 
tural policy,  and  sums  up  some  of  the  highlights  of  our  Island's  12-year  Agri- 
cultural Development  Plan. 

The  oft-repeated  statement  that  Puerto  Rioans  do  not  pay  Federal  taxes, 
but  receive  all  the  benefits  was  a  result  of  the  decision  of  the  United  States 
Congress,  one  that  ultimately  benefitted  mainland  based  companies  and  their 
stockholders.  This  incentive  for  businesses  was  the  cornerstone  of  Operation 
Bootstrap,  a  program  which  became  a  model  for  developing  nations  the  world 
over. 

Second,  Professor  WeiskofP  suggested  that  the  Food  Stamp  program  constituted 
"an  economic  and  moral  disaster"  fer  Puerto  Rico. 

It  is  difficult  to  refute  conclusions  or  opinions,  although  they  may  be  easy 
to  reach.  Prior  to  coming  to  Congress  in  1977,  I  was  a  practicing  lawyer  in 
Puerto  Rico  and  have  lived  there  all  of  my  life. 
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I  can  personally  state  that  the  Island,  in  the  midst  of  a  severe  recession 
from  1974  to  1976,  benefitted  greatly  from  the  extension  of  the  Food  Stamp 
program  during  that  period. 

The  injection  of  large  amounts  of  Federal  assistance,  now  under  scrutiny 
in  some  quarters,  benefitted  everyone  in  Puerto  Rico:  families  in  need  of  an 
adequate  nutritional  diet,  food  wholesalers  and  processors,  our  agricultural 
sector  and,  finally,  exporters  of  mainland  produced  goods  and  services.  It 
probably  saved  the  Island  from  economic  collapse. 

You  have  already  heard  my  testimony  that  Puerto  Ricans,  as  U.S.  citizens, 
have  a  right  to  equal  treatment  in  Federal  programs  and  you  are  aware  that 
there  are  other  programs,  such  as  SSI,  Medicaid,  General  Revenue  Sharing, 
from  which  we  are  totally  excluded  or  are  participating  on  a  very  restrictive 
basis.  Some  argue  that  the  American  taxpayer  should  not  pick  up  the  bill  for 
Puerto  Ricans  who  participate  in  Federal  programs,  but  I  would  counter  that 
they  are  earned  benefits  accruing  from  being  citizens  of  the  United  States.  Too, 
the  poor  generally  do  not  pay  any  income  taxes.  However,  the  fact  remains  that 
Federal  assistance  per  capita  in  Puerto  Rico  is  only  $1,102  which  ranks  us 
52nd  in  the  Nation  even  though  we  rank  fourth  in  number  of  poor. 

The  "truly  needy"  of  Puerto  Rico  are  as  the  "truly  needy"  in  any  State  of 
the  Union.  This  is  a  fundamental  principle  which  will  be  abandoned  if  the 
proposed  "nutritional  block  grant"  for  Puerto  Rico  becomes  a  reality,  or  the 
views  of  Professor  Weiskoff  are  maintained. 

Puerto  Ricans,  as  citizens,  share  in  the  national  defense  of  the  country,  and 
we  would  like  to  share  equally  in  Federal  programs. 

Third,  Professor  Weiskoff  assumes  that  Federal  programs  are  somehow 
"inappropriate"  to  the  needs  of  the  Island  economy. 

Puerto  Ricans  have  the  same  needs  of  any  citizen  of  the  United  States  for 
adequate  housing,  for  hosiptals,  for  streets,  and  for  any  other  benefit  of  the 
Federal  government  To  argue  that  Puerto  Ricans  should  not  receive  Food 
Stamps  since  they  live  on  an  Island  is  absurd,  and  I  am  certain  that  statement 
would  not  be  supported  by  the  two  Senators  from  Hawaii. 

Fourth,  and  final,  I  would  like  to  point  out  that  the  economy  of  Puerto  Rico, 
closely  related  to  the  mainland  United  States,  results  in  the  fact  that  our  Island 
is  one  of  the  largest  purchasers  in  the  world  of  U.S.  goods  and  services. 

I  am  attaching  some  additional  supplementary  information  for  your  personal 
reference  and  staff  use  and  appreciate  your  consideration  of  this  correspondence. 
I  would  be  glad  to  provide  any  further  information  regarding  the  concerns  which 
you  have  raised  and  to  work  with  your  office  on  this  matter.1 
Cordially, 

BALTA8AB   COBBADA, 

Resident  Commissioner,  Puerto  Rico. 
Enclosures. 

[From  the  Puerto  Rico  Business  Review] 
[Attachment  A] 
Plans  for  a  Modern  Agricultural  Industry  in  Puerto  Rico 

Following  reader  interest  in  the  Business  Review  article  of  September  1977 
entitled  "Sugar  Mill  Shutdowns  and  the  New  Agricultural  Plan,"  we  herewith 
present  a  more  comprehensive  view  of  the  industry  at  present  and  of  the  plans 
to  revitalize  it.  The  text  is  summarized  from  a  recent  report  prepared  by  Dr. 
Jose  Vicente  Chandler,  Soil  Scientist  at  the  Science  and  Education  Agency,  U.S. 
Department  of  Agriculture. 

Puerto  Rico  requires  a  modern  agriculture  (1)  to  utilize  fully  its  natural 
resources  of  soil,  water,  and  year-round  warm  weather,  (2)  to  produce  most  of 
the  food  it  now  imports  (at  a  cost  of  over  $1.0  billion  yearly),  (3)  to  improve  its 
economy  (since  the  farm  dollar  has  a  far  greater  multiplier  effect  on  the  economy 
than  the  industrial  dollar)  (4)  to  provide  employment  (Official  unemployment 
exceeds  20  percent),  and  (5)  to  contribute  to  the  socioeconomic  infrastructure 
of  the  island. 

The  present  state  of  agriculture  on  the  island  suffers  from  long-outdated  tech- 
nology and  inefficient  production.  As  a  result,  the  consumer  pays  high  prices  for 

1  Retained  in  fries. 
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locally  grown  food,  the  taxpayer  heavily  subsidizes  production,  and  the  fanner 
derives  a  meager  income  and  cannot  pay  adequate  salaries  to  his  laborers.  Per- 
acre  coffee  yields  are  less  than  those  obtained  100  years  ago;  oranges  and 
bananas  are  produced  from  trees  growing  half- wild  throughout  the  semi-aban- 
doned coffee  plantation ;  per-acre  sugar  yield  is  little  more  than  half  of  that 
obtained  25  years  ago ;  there  is  almost  no  commercial  production  of  vegetables, 
etc.  Puerto  Rico  imports  most  of  its  food  while  much  of  the  arable  land  remains 
poorly  cultivated. 

On  the  other  hand,  Puerto  Rico  has  the  natural  resources  of  soil,  water,  and 
climate ;  abundant  investment  capital  and  labor ;  an  excellent  local  market ; 
technological  knowhow ;  entrepreneurial  resources ;  and  the  public  support  needed 
to  create  a  modern  agriculture  capable  of  producing  most  of  the  tood  it  now 
imports. 

The  primary  objective  of  agriculture  is  defined  as  follows:  To  produce  ef- 
ficiently most  of  the  food  consumed  in  Puerto  Rico  using  modern,  farm-tested 
techniques,  which  result  in  reasonable  prices  for  the  consumer,  attractive  profits 
to  farmers,  and  fair  salaries  to  farm  workers,  while  wisely  using  and  conserv- 
ing the  island's  soil,  water,  and  climatic  resources. 

The  first  step  in  developing  a  master  agricultural  plan  for  Puerto  Rico  was  to 
define  clearly  the  basic  concepts,  establish  specific  goals,  and  develop  plans  and 
programs  designed  to  meet  these  goals  within  definite  periods  of  time. 

BASIC  CONCEPTS  AND  PROCEDURES  FOLLOWED  IN  DEVELOPING  THE  PLAN  AND  PROGRAMS 

A  modern  agriculture  must  be  based  on  technology  which  will  drastically 
increase  yields  and  efficiency.  To  a  considerable  extent  such  an  agriculture  must 
be  developed  independently  of  traditional  agriculture  while  taking  the  necessary 
steps  to  ameliorate  its  impact  on  the  latter. 

Thus,  priority  will  be  given  to  the  local  market,  which  is  to  some  extent 
protected  by  high  transportation  costs  from  the  mainland,  limiting  production 
to  those  commodities  which  can  be  produced  economically  on  the  island. 

Priority  will  also  be  given  to  those  commodities  whose  production  is  based 
largely  on  the  use  of  the  natural  resources  of  the  island  with  a  minimum  of 
imported  materials. 

The  agricultural  plan  is  dynamic  and  must  be  revised  constantly,  adjusting  it 
to  meet  changing  situations. 

The  plans  and  programs  described  in  this  report,  aimed  at  creating  a  modern 
agriculture  in  Puerto  Rico  over  the  next  12  years,  were  developed  after  extensive 
study  of : 

(1)  the  basic  problems  in  developing  a  modern  agriculture,  such  as  avail- 
ability and  transfer  of  modern  technology  to  farmers ;  availability  of  credit,  land, 
services,  and  materials  to  farmers ;  marketing  and  others ; 

(2)  local  consumption  of  the  various  agricultural  products  which  are,  or  can 
be,  produced  on  the  island ; 

(3)  the  water  resources  of  the  different  regions  of  the  island,  (rainfall,  res- 
ervoirs, river  flows,  and  productivity  of  the  aquifers1)  ; 

(4)  the  numerous  and  widely  varying  soils  of  the  island.  These  were  grouped 
into  12  categories  based  on  their  chemical  and  physical  properties,  topography, 
climate,  and  rainfall,  or  availability  of  water  for  irrigation ; 

(5)  the  various  agricultural  enterprises.  These  were  assigned  to  the  most  ap- 
propriate group  of  soils  based  on  the  crops'  ecological  requirements  and  need  for 
mechanization ; 

(6)  the  various  alternative  agricultural  uses  for  the  soil  groups ; 

(7)  the  yield,  cross,  and  incomes  from  the  various  agricultural  enterprises 
obtained  with  modern  techniques  in  the  most  appropriate  soil  group ; 

(8)  the  acreage  required  to  meet  local  demands  for  each  product  in  1988,  and 
in  some  cases  the  possible  export  market ; 

(9)  the  economic  aspects  of  a  modern  agriculture  such  as  value  of  production 
at  farm  and  consumer  levels,  cost  of  governmental  assistance,  required  invest- 
ment and  credit  requirements,  employment,  changes  in  land  use,  etc. 

Following  is  a  summary  of  the  plan  and  programs  aimed  at  creating,  over  the 
next  twelve  years,  a  modern  and  diversified  agriculture  to  provide  most  of  Puerto 


1  Aquifer,  also  aquafer — a  water-bearing  bed  or  stratum  of  permeable  rock,  sand,  or  gravel 
capable  of  yielding  considerable  quantities  of  water  to  wells  or  springs. 
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Rico's  food  requirements  at  reasonable  prices,  with  minimum  government  sub- 
sidies, fair  wages,  and  attractive  profits  to  farmers. 

BE80UBCE8 

A  massive  effort  is  required  to  train,  motivate,  and  orient  the  island's  human 
resources  at  all  levels. 

Costs  of  the  training  program  for  agronomists,  farmers,  and  laborers  will  total 
$12  million. 

ASSISTANCE  TO  FARMERS 

In  order  to  develop  a  modern  agriculture  in  Puerto  Rico  it  will  be  necessary  to 
increase  the  credit  available  to  agriculture  by  about  $30  million  yearly.  This 
will  require  increased  assistance  from  the  Farmers  Home  Administration,  the 
Federal  Land  Bank,  the  Production  Credit  Administration,  the  Agriculture  Credit 
Corporation  as  well  as  financing  from  private  banks  and  loan  guarantees  by  the 
Agricultural  Credit  Corporaiton  of  the  Puerto  Rico  Department  of  Agriculture. 
Marketing  support  prices  and  food  processing 

Production  factors  in  agriculture  are  to  a  great  extent  uncontrollable.  It  is 
diflicult  to  estimate  prices  at  which  farm  products,  which  are  often  perishable, 
will  be  sold  and  little  can  be  done  to  adjust  production  to  demand  on  a  short-term 
basis.  Furthermore,  the  market  for  agricultural  products  is  often  limited  to 
local  demand  which  frequently  results  in  wide  price  fluctuations. 

Programs  will  be  developed  to  help  farmers  market  their  product  at  reason- 
able prices  and  at  the  same  time  to  assure  a  constant  supply  of  good  quality 
products  to  the  buyer.  Minimum  farm  level  prices  will  be  established  for  most 
agricultural  products  based  on  reasonable  costs  and  yields,  and  the  farmers  will 
be  assured  of  a  market.  Private  concerns  engaged  in  processing,  storage,  and 
marketing  of  agricultural  products  will  be  provided  with  government  assistance 
of  various  types. 

Cost  of  these  programs  to  the  Government  will  total  $24  million  over  the  next 
12  years. 

Materials  and  services  for  farmers 

Due  to  the  limited  use  of  modern  technology  and  to  other  factors,  farmers 
often  do  not  have  ready  access  to  the  materials  and  services  essential  to  a  mod- 
ern agriculture.  The  needed  services,  materials,  equipment,  and  seed  of  good 
quality  must  be  available  to  farmers  when  required  and  at  reasonable  prices. 
Private  enterprises  will  be  promoted  by  various  government  incentives  to  pro- 
vide farmers  with  materials,  equipment,  services,  and  seed.  Present  crop  insur- 
ance programs  will  be  extended  to  all  possible  enterprises. 

Direct  incentives 

Incentives  aimed  at  developing  a  modern  agriculture  will  be  carefully  designed 
and  limited  to  those  meeting  the  following  requirements:  (1)  Permanent  im- 
provements which  are  either  very  costly  or  whose  benefit  to  the  farmers  are 
long  range;  (2)  Practices  which  are  easy  to  verify  and  administer;  (3)  In- 
centives for  new  production  techniques  which  will  be  discontinued  as  soon  as 
their  effectiveness  has  been  accepted  by  farmers;  (4)  Incentives  which  further 
the  full  utilization  and  conservation  of  natural  resources  (soils,  water,  and  cli- 
mate) ;  (5)  Incentives  will  be  paid  only  when  farmers  correctly  apply  the 
entire  technological  package  of  practices.  Incentives  must  be  complemented  by 
effective  programs  of  supervised  credit. 

AGRICULTURAL   PRODUCTS — 1988 

Local  consumption  of  agricultural  products  in  1988  was  estimated  on  the  basis 
of  an  increase  in  population,  based  on  projections  of  trends  over  the  last  13 
years  (from  2,578,000  in  1963-64,  to  2,993,000  in  1973-74)  to  3,577,000  by  1988 
and  projections  in  per-capita  consumption  also  based  on  the  last  13  years.  The 
estimates  of  consumption  for  each  commodity  in  some  cases  were  adjusted  for 
reasons  explained  in  the  sections  dealing  with  the  various  agricultural  enter- 
prises. Consumption  of  the  various  products  in  1988  in  terms  of  their  equivalent 
at  the  farm  level  are  shown  in  the  section  dealing  with  the  different  agricultural 
commodities. 
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WATER  RESOURCES 

There  is  sufficient  water  for  developing  the  modern  agriculture  described  in 
this  report  if  the  various  agricultural  enterprises  are  concentrated  in  the  areas 
most  appropriate  for  their  economic  production  as  described  in  the  plan  and  if 
the  available  water  is  used  efficiently.  An  average  of  only  twenty-five  percent  of 
the  irrigation  water  is  used  by  the  irrigated  crops.  Through  the  use  of  improved 
irrigation  techniques,  such  as  sprinkler  or  drip  irrigation,  the  efficiency  of  water 
use  can  be  increased  to  seventy-five  percent,  in  effect  more  than  doubling  the 
amount  of  water  available  to  crops. 

Protection  of  the  water  sheds  to  decrease  erosion  and  promote  infiltration  of 
water  into  the  soil  is  essential.  In  addition,  the  water  storage  and  distribution 
systems  must  be  modernized  and  lands  levelled  or  smoothed. 

Cost  of  these  improvements  to  the  local  government  are  estimated  at  $9  million. 

LAND   RESOURCES 

The  265  soil  series  occuring  in  Puerto  Rico  were  grouped  into  12  categories  on 
the  basis  of  those  characteristics  related  to  crop  production :  topography,  soil 
depth,  physical  properties,  climate  and  rainfall,  or  availability  of  water  for 
irrigation.  On  this  basis,  the  different  agricultural  enterprises  were  allocated  to 
the  various  soil  groups.  The  12  groups  of  soils  and  the  crops  best  adapted  to  them 
are  shown  in  Table  1  and  on  the  accompanying  map. 

Large  tracts  of  land  are  not  utilized,  are  improperly  used,  or  produce  at 
far  less  than  their  potential  due  to  a  lack  of  improvements.  About  70,000  acres 
of  irrigated  land  require  improvements  in  irrigation  systems  and  methods  as 
described  in  the  previous  chapter.  Approximately  50,000  acres  requre  levelling 
and  the  establishment  of  modern  drainage  systems.  These  improvements  will 
cost  the  government  $9  million. 

Large  tracts  of  land  with  a  good  agricultural  potential  are  essentially  aban- 
doned or  are  under-used  because  they  are  owned  by  persons  who  for  various 
reasons  cannot,  or  do  not,  utilize  them  efficiently.  On  the  other  hand,  there  are 
many  young  people  capable  of  becoming  efficient  modern  farmers  who  cannot 
obtain  the  land  they  need. 

To  help  make  agricultural  lands  available  to  those  capable  of  fully  utilizing 
them,  the  following  are  needed:  (1)  Zoning,  or  rezoning  of  the  land  consistent 
with  the  envisioned  agricultural  uses  of  that  land.  New  zoning  can  result  in 
injustices,  and  mechanisms  must  be  developed  to  compensate  those  adversely 
affected  by  such  actions.  (2)  Changes  in  land  taxes  to  encourage  more  intensive 
agricultural  use.  (3)  Long-term  leasing  of  lands  by  the  Government  which  in 
turn  are  subleased  to  young  people  capable  of  developing  modern  agricultural 
enterprises.  (4)  Leasing  Government-owned  lands  to  persons  capable  of  develop- 
ing modern  agricultural  enterprises.  (5)  Development  of  modern  family-size 
farms  with  adapted  crops  in  the  hill  and  mountain  region  with  the  help  of  the 
Farmers  Home  Administration.  (6)  Changes  in  inheritance  and  other  laws  to 
prevent  subdivision  of  farms  into  non-economic  units. 

PLAN  THE  VARIOUS   AGRICULTURAL  ENTERPRISES 

This  section  consists  of  a  discussion  of  the  various  agricultural  enterprises: 
their  present  situation,  major  problems,  analysis  of  their  potential  including 
costs  and  income  using  modern  technology  and  best  adapted  areas,  projected  con- 
sumption for  1988,  Government  policy  and  action  recommended  and  its  cost,  and 
finally,  production  and  farm  value  of  the  commodity  and  employment.  Following 
is  a  summary  of  the  present  situation  and  goals  for  each  agricultural  enterprise. 

Crops  for  Mechanizable  Lands  (270,000  acres) 

1.  Sugarcane.— Approxmiately  260,000  tons  of  sugar  and  17  million  gallons  of 
molasses  are  produced  yearly  on  120,000  acres  with  employment  averaging  9,000 
in  the  field  and  4,000  in  the  mills.  About  140,000  tons  of  sugar  are  consumed  yearly 
and  about  half  of  the  30  million  gallons  of  molasses  used  for  rum  production  are 
imported.  The  sugar  industry  has  been  losing  money  for  many  years,  reaching 
$60  million  in  1976  and  $75  million  in  1977.  The  Government-owned  Sugar  Cor- 
poration already  owes  over  $300  million.  Such  losses  will  continue  imposing  an 
intolerable  burden  on  the  Government  unless  drastic  measures  are  taken.  The 
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disastrous  situation  of  the  sugar  industry  is  illustrated  by  the  fact  that  it  costs 
26  cents  to  produce  a  pound  of  sugar  in  Puerto  Rico  while  its  price  in  the  market 
is  11  cents,  a  loss  of  15  cents  per  pound.  The  high  costs  result  from  inefficient 
production  techniques  in  the  field  and  from  outdated  mills  working  at  far  below 
their  capacity. 

A  modern  sugar  industry  will  be  created  on  70,000  acres  (Soil  Groups  A  and  H) 
to  produce  200,000  tons  of  raw  sugar  yearly,  all  of  which  will  be  refined  in  Puerto 
Rico.  The  industry  will  employ  6,000  workers.  The  sugar  industry  will  operate 
at  least  without  losses,  by  using  modern  techniques  in  the  field  and  processing  the 
sugar  in  modernized  mills  working  at  close  to  optimum  capacity.  Cost  to  the  Gov- 
ernment of  modem izing  the  sugar  industry,  without  including  losses  incurred 
during  the  transition  period,  will  be  $20  million. 

2.  Rice. — Approximately  360  million  pounds  of  rice  are  imported  yearly  at  a 
cost  of  $70  million.  There  is  no  rice  industry  in  Puerto  Rico.  Prospects  for 
developing  a  rice  industry  in  Puerto  Rico  are  based  on  the  following  facts: 
1)  Two  crops  can  be  grown  yearly,  each  producing  yields  as  high  as  those  ob- 
tained in  the  United  States  (5,000  lbs.  per  acre)  where  only  one  crop  can  be 
grown  yearly.  2)  Production  costs  in  Puerto  Rico  will  be  similar  to  those  in  the 
United  States,  but  farmers  will  be  able  to  obtain  higher  annual  profits  by  grow- 
ing two  crops  yearly.  3)  Investment  in  machinery  and  in  drying  and  storage 
facilities  will  be  spread  over  larger  outputs,  since  the  machinery  and  facilities 
will  be  used  continuously  throughout  the  year  in  Puerto  Rico.  4)  The  savings 
in  ocean  freight  and  other  transportation  charges  will  permit  local  rice  to  have 
a  competitive  price  edge  over  imported  rice. 

About  500  million  pounds  of  rough  rice  with  a  farm  value  of  545  million  will 
bo  produced  yearly  and  processed  in  a  modern  mill.  About  1,000  persons  will  be 
employed  in  the  rice  industry.  Cost  to  the  Government  of  establishing  this  mod- 
ern rice  industry  will  be  about  $17.6  million. 

3.  Vegetable  crops. — Puerto  Rico  imports  about  $50  million  worth  of  vegetables 
yearly.  There  is  little  local  commercial  production.  Fifteen  thousand  acres  of 
level,  irrigated  land  (Soil  Group  1)  on  the  semi-arid  south  coast  will  be  dedi- 
cated to  the  intensive  production  of  vegetables  to  supply  the  local  market  with 
fresh  produce  at  lower  than  present  prices  and  to  develop  a  modest  export 
market  during  the  winter  season.  Farm  value  of  the  vegetables  will  be  about 
$30  million  yearly,  and  the  industry  will  employ  about  4,000  persons.  Cost  to 
the  Government  of  developing  this  industry  will  bo  about  $12  million. 

4.  Pineapples. — About  46,000  tons  of  pineapple  with  a  farm  value  of  $3.2  mil- 
lion are  produced  yearly  on  about  5,000  acres.  The  pineapple  industry  will  be 
modernized  and  expanded  to  12,000  acres  (8,000  acres  harvested  yearly)  on  the 
north  coast  (Soil  Group  B).  The  industry  will  produce  128,000  tons  of  pineapple 
yearly  with  a  farm  value  of  $0  million  and  will  employ  1,600  workers.  The  in- 
dustry will  be  expanded  and  modernized  by  investing  profits  from  the  present 
industry.  Efforts  should  be  made  to  put  the  industry,  new  completely  owned 
and  operated  by  the  Government,  as  much  as  possible  into  private  hands. 

5.  Pigeon  peas. — About  8  million  pounds  of  pigeon  peas  are  produced  yearly 
on  15,000  acres  mostly  in  small,  hand-cultivated  fields  in  the  mountain  region. 
A  modern,  mechanized  pigeon  pea  industry  will  be  established  on  8.000  acres 
in  the  northwest  and  south  (Soil  Groups  B  and  H).  This  industry  will  produce 
15.3  million  pounds  of  pigeon  peas  yearly,  with  a  farm  value  of  $4.6  million, 
supplying  the  local  1988  market  at  lower  than  present  prices.  About  300  persons 
will  be  employed  in  this  industry.  Cost  to  the  Government  of  establishing  this 
modern  pigeon  pea  industry  will  be  $3,2  million. 

6.  Starchy  Vegetables. — About  92  million  pounds  of  sweet  potatoes  and  other 
starchy  root  vegetables  with  a  farm  value  of  $13  million  are  produced  yearly 
on  about  15,000  acres  of  small,  hand-cultivated  plantings.  As  a  result,  produc- 
tion costs  are  high  as  are  prices  to  the  consumer.  A  modern,  mechanized  starchy 
vegetable  industry  will  be  established  on  7.500  acres  (Soil  Groups  A  and  B)  to 
produce  144  million  pounds  of  starchy  vegetables  with  a  farm  value  of  $16.8  mil- 
lion yearly.  These  crops  will  be  intensively  cultivated  and  mechanized  in  order 
to  lower  present  high  prices  to  the  consumer.  Employment  in  the  industry  will 
total  1,300.  The  industry  will  be  established  at  a  cost  to  the  Government  of  $1.2 
million. 

7.  Dry  beans. — About  47  million  pounds  of  dry  beans  worth  $10  million  are 
imported  yearly.  There  is  no  commercial  production  of  dry  beans  in  Puerto  Rico. 
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Dry  bean  production  will  be  concentrated  on  12,000  acres  (Soil  Groups  H  and  T) 
oi  irrigated  land  in  the  semi-arid  south  coast.  Two  crops  will  be  grown  yearly  and 
all  operations  will  he  mechanized.  About  53.4  million  pounds  of  dry  beans  with 
a  farm  value  of  $19.7  million  will  be  produced  yearly  to  supply  the  local  1988 
market.  Employment  in  this  industry,  which  will  be  established  at  a  cost  to  the 
Government  of  $6.5  million,  will  be  200  persons. 

8.  Hay. — Approximately  2,500  tons  of  hay  are  imported  yearly  and  another 
10,000  tons  are  produced  locally  with  a  total  value  of  $1.5  million.  Hay  produc- 
tion will  be  concentrated  on  5,000  acres  of  irrigated  land  (Soil  Group  H)  on  the 
semi-arid  south  coast.  (About  60,000  tons  of  hay  will  be  produced  yearly  and  sold 
at  lower  than  present  prices,  for  a  farm  value  of  $4.8  million  yearly.  This  indus- 
try will  supply  the  local  1988  market  and  employ  about  100  persons.  Develop- 
ment of  the  hay  industry  will  entail  no  cost  to  the  Government. 

9.  Soybeans. — About  45,000  tons  of  Soybean  meal,  equivalent  to  about  60,000  tons 
of  soybeans,  as  well  as  large  quantities  of  soybean  oil  are  imported  yearly.  Soy- 
beans are  not  grown  commercially  in  Puerto  Rico.  Although  two  high-yielding 
crops  can  be  produced  yearly,  profits  at  current  prices  are  modest  and  if  estab- 
lished, this  industry  (Soil  Groups  A  and  H)  would  probably  require  continuing 
Government  subsidies. 

10.  Corn. — About  224,000  tons  of  corn  valued  at  $29  million  are  imported  yearly. 
Corn  is  not  produced  commercially  in  Puerto  Rico.  If  a  corn  industry  were  estab- 
lished (Soil  Groups  A  and  H),  it  would  probably  require  continuing  Government 
subsidies. 

Agricultural  enterprises  for  partially  mechanizable  or  moderately  steep  soil 
(600,000  acres) 

11.  Milk. — About  380  million  liters2  of  milk  are  produced  yearly  in  first-class 
dairies  in  Puerto  Rico.  These  dairies  have  109,000  cows  and  159,000  acres  of 
which  133,000  acres  are  in  pastures.  Cows  are  fed  excessively  large  quantities  of 
imported  concentrates  and  their  production  is  low.  About  313,000  tons  of  concen- 
trate feeds  for  dairy  cattle  are  imported  yearly  at  a  cost  of  about  $60  million. 
Milk  production  will  be  gradually  increased,  mostly  on  moderately  sloping  lands 
in  the  humid  regions  (Soil  Groups  C  and  D)  which  are  not  adapted  to  mechanized 
crop  production  and  require  the  protection  against  erosion  that  pastures  can 
afford  the  soil.  Approximately  431  million  liters  of  milk  will  be  produced  yearly 
on  about  200,000  acres  to  supply  the  local  1988  fresh-milk  market.  Farm  value  of 
the  milk  will  he  $140  million  yearly  and  employment  will  be  4,000  workers.  Milk 
production  will  be  based  mostly  on  pastures,  with  a  sharp  reduction  in  the  use  of 
imported  concentrate  feeds.  Cost  to  the  Government  of  bringing  about  these 
changes  and  expanding  the  milk  industry  will  be  $25  million. 

12.  Beef  industry. — About  46  million  pounds  of  beef  with  a  farm  value  of  $32 
million  are  produced  locally  and  another  105  million  pounds  are  imported  yearly. 
About  half  of  the  locally  produced  beef  is  a  byproduct  of  the  dairy  industry.  Beef 
production  will  be  gradually  expanded  in  the  deep  moderately  steep  soils  of  the 
humid  region  (Soil  Group  D)  which  have  few  alternative  uses  and  require  the 
protection  against  erosion  that  well  managed  pastures  can  provide.  Also,  the  beef 
industry  will  be  based  to  a  large  extent  on  bull  calves  from  the  dairy  industry 
which  are  presently  slaughtered  soon  after  birth. 

Approximately  68  million  pounds  of  beef  with  a  farm  value  of  $48  million  will 
be  produced  by  1988.  The  beef  industry  will  employ  2,000  persons.  Cost  to  the 
Government  of  bringing  about  these  changes  in  the  beef  industry  will  be  $15 
million. 

IS.  Coffee. — Approximately  25  million  pounds  of  coffee  are  produced  yearly  on 
130,000  acres  of  semi-abandoned  coffee  plantations  with  per-acre  yield  about  the 
lowest  in  the  world.  About  11  million  pounds  of  coffee  are  imported  yearly  to 
meet  local  demand  of  36  million  pounds  yearly.  A  modern  coffee  industry  will  be 
created  on  30,000  acres  (Soil  Group  D)  of  intensively  managed  plantations  grow- 
ing in  full  sunlight.  The  beans  will  be  harvested  using  plastic  nets.  Production, 
primarily  from  family -size  farms,  will  average  45  million  pounds  yearly  with  a 
farm  value  of  $63  million.  This  industry  will  supply  the  local  1988  market  with  a 
modest  reserve  and  will  employ  6,000  persons.  Cost  to  the  Government  of  estab- 
lishing this  modern  coffee  industry  over  a  12  year  period  will  be  $32  million. 


*  One  liter  equals  .908  quarts. 
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lJt.  Citrus. — Approximately  $3.1  million  of  poor-quality  citrus  are  produced 
yearly  mostly  from  trees  scattered  throughout  the  coffee  plantations. 

About  $7.7  million  of  citrus  fruits  and  juices  are  imported  yearly.  Seven  thou- 
sand acres  will  be  dedicated  to  new,  intensively  managed  citrus  orchards  mostly 
in  family-type  farms  in  the  humid  mountain  region  (Soil  Group  D)  to  supply  the 
local  market  with  high-quality  fruit  during  most  of  the  year.  Farm  value  of  the 
citrus  will  be  $23.5  million  yearly.  Employment  will  be  about  2,500.  Cost  to  the 
government  of  establishing  this  new  citrus  industry  will  be  $7  million. 

15.  Bananas. — About  740  million  bananas  of  poor  quality  are  produced  yearly 
from  trees  growing  almost  wild  and  scattered  throughout  the  coffee  plantations. 
A  modern  banana  industry  will  be  created  on  8,000  acres  (Soil  Group  D)  of  in- 
tensively managed  plantations,  mostly  on  farming-type  farms,  to  supply  the  local 
market  with  good-quality  fruit  throughout  the  year.  Farm  value  of  the  bananas 
will  be  $11.3  million  yearly.  Cost  to  the  Government  of  establishing  this  new 
banana  industry,  which  will  employ  1,200  persons,  will  be  $2.5  million. 

16.  Plantains. — About  240  million  plantains  are  produced  yearly  on  15,000  acres 
of  mostly  small,  hand-cultivated  fields  where  modern  techniques  are  rarely  used. 
As  a  result,  production  costs  are  high,  as  is  the  price  to  consumers.  An  intensively 
managed  plantain  industry  will  be  developed  on  15,000  acres  (Soil  Groups  C  and 
D)?  mostly  in  family-size  farms,  employing  2,500  persons.  About  450  million 
plantains  will  be  produced  yearly  with  a  farm  value  of  $41.5  million  to  supply  the 
local  1988  market.  This  profitable  industry  will  be  developed  at  no  direct  cost  to 
the  Government. 

17.  Tobacco. — Tobacco  production  has  decreased  from  30  million  pounds  in 
1961-62  to  4.7  million  pounds  valued  at  $2.75  million  in  1975-76.  Due  to  economic 
and  social  reasons,  the  tobacco  industry  will  continue  to  decline  and  disappear 
completely  within  eight  years.  Cost  to  the  Government  of  continuing  to  subsidize 
this  industry  will  total  $4.56  million  during  this  period. 

18.  Mangos,  avocados,  and  other  fruits. — Mangos,  avocados,  coconuts  and  other 
fruits  with  a  farm  value  of  $4.5  million  yearly  are  produced  mostly  from  trees 
growing  half  wild.  A  modern  avocado  (2,000  acres)  and  mango  (3,000  acres) 
industry  will  be  established  with  selected  varieties  producing  high-quality  fruit 
during  most  of  the  year.  The  plantings  will  be  established  on  rolling  lands  ( Soil 
Group  J)  in  the  semi-arid  south  with  drip  irrigation.  Farm  value  of  the  fruit  will 
be  $21  million  yearly.  About  500  laborers  will  be  employed  in  this  industry  which 
will  supply  the  local  market  and  produce  a  inodest  surplus  for  export.  Cost  to 
the  Government  of  establishing  this  industry  will  be  $6.5  million. 

Agricultural  enterprise  for  steep,  deep  soils   (850,000  acres) 

19.  Commercial  forests. — About  $250  million  worth  of  wood  products  are  im- 
ported yearly.  There  is  no  local  wood  production.  There  are  about  350,000  acres  of 
steep  but  deep  soils  with  no  alternative  agricultural  use  (Soil  Group  B)  which 
are  suitable  for  commercial  forests.  Commercial  forests  will  be  established  on 
220.000  acres  over  the  next  25  years.  These  forests  will  produce  wood  with  a 
farm  value  of  $83  million  yearly  and  will  create  4,000  jobs.  Cost  to  the  Govern- 
ment of  establishing  the  forest  industry  will  total  $8  million.  Establishment 
of  this  industry  can  be  accelerated  if  federal  assistance  is  increased. 

20.  Wildlife  and  recreation.— About  600,000  acres  (Soils  Groups  F,  G  and  K) 
are  suited  only  to  volunteer  woodland  with  little  commercial  value,  but  are 
vrry  important  for  their  soil  and  water  conservation  aspects  and  for  wildlife 
and  recreation  areas.  Another  100.000  acres  (Soil  Group  L)  are  saline,  organic, 
or,  marshy  lands  which  are  important  to  wildlife  and  marine  ecology. 

2/.  Aquaculture. — Commercial  aquaculture  in  Puerto  Rico  is  limited  to  50 
acres  of  ponds  for  shrimp  production.  An  aquaculture  industry  will  be  developed 
on  6.000  acres  of  artificial  ponds  producing  8.4  million  pounds  of  fish  valued  at 
$5.M8  million  yearly.  Establishment  of  this  industry,  which  will  employ  400 
persons,  will  cost  the  Government  $2.4  million. 

Agriculture  enterprises  requiring  little  land 

22.  Poultry  and  hogs. — The  poultry  and  hog  industries  rely  on  concentrate 
feeds  imported  at  a  cost  of  $32  million  yearly.  For  this  reason  eggs,  poultry, 
and  pork  produced  on  the  island  are  more  expensive  than  the  imported  products, 
and  their  impact  on  the  island's  economy  is  much  less  favorable  than  that  of 
other  agricultural  products.  Local  production  should  therefore  be  limited  to 
consumer  demand  for  these  more  expensive  but  fresh  products.  The  poultry 
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industry  will  be  helped  to  grow  gradually,  attaining  a  production  of  42.5  million 
dozen  eggs  with  a  farm  value  of  $30  million  and  50  million  pounds  of  poultry 
with  a  farm  value  of  $30  million  yearly  in  1988.  The  hog  industry  will  also 
grow  gradually,  attaining  a  production  of  62  million  pounds  a  year  with  a  farm 
value  of  $40  million  in  1988.  These  industries  will  employ  1,900  persons  and 
will  cost  the  Government  $24  million  during  the  next  12  years. 

23.  Ornamentals. — Approximately  $15  million  worth  of  ornamentals  are  pro- 
duced yearly,  most  of  them  for  export  to  the  United  States  and  Europe.  Puerto 
Rico's  mountain  region  has  an  ideal  climate  for  the  production  of  tropical  foliage 
plants,  which  can  be  produced  there  more  economically  than  in  temperate 
regions,  where  costs  of  heating  in  winter  and  cooling  in  summer  have  increased 
greatly  due  to  the  high  cost  of  energy.  An  increase  in  the  ornamentals  industry 
to  about  $30  million  yearly  by  1988  is  foreseen  with  employment  of  5,000  persons. 
This  industry  will  develop  at  no  direct  cost  to  the  Government. 

TABLE  1.— SOIL  RESOURCES  OF  PUERTO  RICO  GROUPED  IN  ACCORDANCE  WITH  THEIR  POTENTIAL 

AGRICULTURAL  USE 

Total  Acres 

acres         available  » 

SOILS  OF  THE  HUMID  COASTAL  REGION 

A.  Deep,  alluvial  soils  (sugarcane,  rice,  starchy  vegetables) 129,408  103,326 

B.  Deep,  red  soils  (pineapples,  pigeon  peas,  starchy  vegetables,  dairying) 118,112  94,490 

SOILS  OF  THE  HUMID  MIDLANDS 

C.  Soils  of  rolling  topography  (plantains,  citrus,  dairying) 134,592  107,674 

SOILS  OF  THE  HUMID  MOUNTAIN  REGION 

D.  Deep  soils  with  <50  percent  slopes  (coffee,  plantains,  beef  cattle,  bananas,  citrus, 

dairying) 606,640  485,312 

E.  Medium  deep  soils  with  >  50  percent  slopes  (commercial  forests) 350,578  350,578 

F.  Shallow  soils  or  soils  >50  percent  slopes  (natural  wood-lands,  wildlife,  recreation)...  283, 106  283, 106 

G.  Shallow  calcareous  soils  (natural  woodlands,  wildlife,  recreation) 101, 760  101, 750 

SOILS  OF  THE  SEMI-ARID  REGION 


58,940  47,152 

30,272  24,218 


H.  Deep,  level,  heavy,  irrigated  soils  (sugarcane,  hay.  beans,  new  crops) 

I.  Deep,  level,  friable,  irrigated  soils  (vegetables  and  starchy  vegetables  crops) 

J.  Gently  rolling  soils,  semi-adapted  to  drip  irrigation  (mangos,  avocados  and  other  fruits).  49, 152  39, 322 

K.  Steep  shallow  soils  (natural  woodlands,  wildlife  and  recreation) 230, 016  230, 016 

SOILS  OF  THE  COASTAL  LOWLANDS 

L  Salines,  organic,  marshy  or  sands  (aquaculture,  ecological  reserves) 96, 450  96, 450 

Total 2,189,026  1,963,404 

1 20  percent  discounted  for  urban,  industrial,  roads  and  other  uses  except  in  groups  E,  F,  C,  J,  and  K. 

Table  2  shows  the  acreage,  annual  value,  employment  and  cost  to  the  Govern- 
ment of  the  modern  agriculture  to  be  established  in  Puerto  Rico  over  the  next 
12  years.  This  agriculture  will  comprise  882,000  acres  and  will  produce  $772.2 
million  yearly  at  the  farm  level,  exceeding  $1.2  billion  yearly  at  the  consumer 
level.  Taxes  resulting  directly  or  indirectly  from  agriculture  will  exceed  $150 
million  yearly.  Year-round  employment  will  be  44,900  with  at  least  an  addi- 
tional 45,000  indirectly  created  jobs.  Since  the  average  family  in  Puerto  Rico 
consists  of  five  persons,  almost  half  a  million  people  will  depend  on  agriculture 
for  their  subsistence. 

Once  established,  this  modern  agriculture  will  require  only  minimum  govern- 
mental incentives  as  compared  to  the  present  agriculture  which  in  incentives, 
losses,  and  high  prices  costs  consumers  and  taxpayers  more  than  $100  million 
yearly. 

The  plan  must  be  put  into  effect  in  all  its  aspects  and  in  an  integrated  man- 
ner. Effectively  transfering  modern  technology  to  farmers,  without  at  the 
same  time  providing  the  necessary  credit;  would  be  of  little  value,  as  would 
failure  to  provide  for  effective  marketing,  etc. 
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TABLE  2.-AREA,  PRODUCTION  AND  FARM  VALUE,  EMPLOYMENT  AND  COSTS  TO  THE  GOVERNMENT  OF  THE 
MODERN  AGRICULTURE  TO  BE  DEVELOPED  OVER  A  12-YR  PERIOD  (1977-88) 


Agricultural  enterprise 


Acres    Production 


Farm  Cost  to 

value        Employ-    Government 

(millions)  ment       (millions) 


Sugarcane 70,000    200.000  tons 

Rice. 50,000    3,500,000  cwt 

Vegetables 15,000 

Pineapples 12,000    128,000  tons 

Pigeon  peas 8,000    153,000 cwt 

Starchy  vegetables 7,500    l,400,000cwt 

Beans 12,000    534, 000  cwt 

Others 16,000 

Milk 200,000    431,000,000  liters.. 

Beef 200,000    68,000,0001b 

Coffee 30,000    450,000  cwt 

Citrus 7,000 

Bananas 8,000    2,500,000 

Plantains 15,000    450,000,000 

Tobacco 


5,000  . 


Fruits.. 

Poultry_  _  

Pigs 62,000,000  lb.. 

Wood 220,000 

Aquaculture. 6,000    8,000,0001b... 

Ornamentals 500 

Training  of  farmers,  technicians  and 

laborers 

Transfer  of  technology 

Marketing 

Permanent  land  improvement 


$60.0 

45.0 

30.0 

9.0 

4.6 

16.8 

19.7 

5.0 

140.0 

48.0 

63.0 

23.0 

11.3 

41.5 


21.0 
60.0 
40.4 
83.0 
5.9 
50.0 


6,000 

$20.0 

1,000 

17.6 

4,000 

12.0 

1,600  ... 

300 

3.2 

1,300 

1.2 

200 

6.5 

500 

1.0 

4,000 

25.0 

2,000 

15.0 

6,000 

32.0 

2,500 

7.0 

1,200 

2.5 

2,500  .... 

4.6 

500 

6.5 

900 

12.0 

1,000 

12.0 

4,000 

8.0 

400 

2.4 

5,000  .... 

12.0 
12.0 
24.0 
18.0 


Total. 


882,000 


777.2 


44,900 


i  254.  5 


<  Does  not  include  operating  costs  of  agencies  or  subsidies  to  traditional  agriculture. 

Table  3  shows  the  changes  in  land  use  for  the  different  soil  groups  which  will 
occur  as  a  result  of  developing  a  modern  agriculture  over  the  next  12  years 
as  planned.  The  acreage  in  sugarcane  will  be  sharply  reduced  and  limited  to  com- 
pletely mechanizable  lands.  Pineapple  and  hay  plantings  will  be  expanded  on  the 
mechanizable  lands,  and  the  new  rice  and  bean  enterprises  will  also  be  limited 
to  these.  On  the  other  hand,  pigeon  peas  and  starchy  vegetables,  now  grown 
mostly  on  moderately  steep  or  steep  lands,  will  be  planted  only  on  mechanizable 
lands.  Present  small  plantings  of  vegetables  will  be  greatly  expanded.  The 
acreage  or  mechanizable  soils  in  pastures  will  be  reduced.  The  tobacco  in- 
dustry will  disappear.  All  the  coffee,  citrus,  bananas,  and  plantains  presently 
planted  on  very  steep  lands  will  be  concentrated  oh  the  deep  and  less  steep  soils. 
The  mango  and  avocado  orchards  will  be  concentrated  on  moderately  sloping 
lands.  Pigs,  poultry,  and  ornamentals,  which  require  little  land,  will  be  ex- 
panded on  level  or  moderate  slopes.  A  forest  industry  will  be  developed  mostly 
on  steep,  deep  soils  which  are  now  almost  completely  abandoned.  Aquaculture 
will  be  developed  in  appropriate  lands  now  mostly  abandoned.  Of  the  lands  aban- 
doned or  in  native  pastures,  those  on  moderate  slopes  will  be  converted  to  agri- 
cultural uses  while  those  on  steep,  shallow  soils  will  be  allowed  to  evolve  into 
natural  woodlands  for  wildlife  or  recreation. 

Table  4  shows  per-area  costs  for  labor,  materials,  and  other  expenses  for  the 
various  agricultural  enterprises  of  the  modern  agriculture  in  1988.  There  is  a 
marked  difference  between  the  various  enterprises  in  the  proportion  of  costs 
corresponding  to  labor,  materials,  and  others.  Most  of  the  cost  of  producing 
vegetables,  sugarcane,  pineapple,  starchy  vegetables,  coffee,  citrus,  plantains, 
ornamentals,  commercial  forests,  and  aquaculture  is  for  labor.  On  the  other 
hand,  most  of  the  costs  of  producing  rice,  beans,  milk,  and  beef  and  especially 
of  producing  eggs,  poultry,  and  pork  are  for  materials. 

Those  enterprises  where  labor  is  the  major  cost  have  a  greater  positive  impact 
on  the  island's  economy  than  those  whose  costs  are  primarily  for  materials,  almost 
all  of  which  are  imported.  It  is  estimated  that  every  dollar  paid  for  agricultural 
labor  has  a  multiplier  effect  of  1.8  on  the  gross  national  product,  and  that  every 
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job  created  in  a^ricnltnre  creates  an  additional  indirect  job.  On  the  other  hand, 
the  economic  impact  of  the  costs  from  materials  is  minimal  since  most  of  the 
money  leaves  the  island  economy.  Thus,  eggs,  poultry*  and  pigs,  where  labor 
accounts  for  only  7  percent  of  total  costs  while  materials  account  for  70  percent. 

TABLE  3.-CHANGES  IN  LAND  USE  OF  SOIL  GROUPS,  1976  TO  1983 


Mechanizable      Deep,  moderately 
Agricultural  land  steep  soils 

enterprise  (270,000  acres)       (600,000  acres) 


Steep  shallow 

soils 
(350,000  acres) 


1976       1988 


1976 


1988 


1976 


1988 


Land  suited  only 
to  natural  wood- 
lands, wildlife 
and  aquacutture 
(700,000  acres) 


1976 


1988 


Total  eats 


1976 


1988 


70,000 
50,000 
15,000 
12,000 
8,000 

7,500 


Suprcane 110,000 

Rice (•) 

Vegetable  crops...      1,000 

Pineapple 4,500 

Pigeon  peas 500 

Starchy       vege- 
tables          500 

Beans 12,000 

Hay 2,000     5,000 

Pastures 149,250    86,500 

Coffee 

Citrus 

Tobacco 

Plantains..'.!".!.]"      1,666  "2,666 

Bananas 

Fruits 

Poultry 300         300 

Pigs 200        200 

Ornamentals 200        500 

Wood 

Natural  wood- 
lands and 
recreation 

Aquaculturo 50     3,000 

Abandoned  or 
native  forests 

Other 10,000 


10,000 

2,666"; 
"5,666" 

6,000 


120,000 


600 
6,566" 
8,500 


3,000 


3,600 
4,500 

15,000 

15,000 


50,000 

20,000 

1,000 

3,000 

10,000 

2  3,000 

200 

100 

100 

100 


300,000      10,000     20,000 

30,000      50,000 60,000 

7,000     *7,000 27,000  . 

1,000 

4,000  

25,000 27,000  . 


13,000 
8,000 
5,000 

500 

500 

500 

70,000 150,000 


2,000 

209,250 

130,000 

2  15,000 

4,000 

15,000 

2  15,000 

200 

400 

300 

300 


70,000 
50,000 
15,000 
12,000 
8,000 

7,500 
12,000 
5,000 
406,500 
30,000 
7,000 

15,'666 

8,000 

5,000 

800 

700 

1,000 

220,000 


700,000 700,000 

3,000      50   6,000 

489,500    165,500    257,400    180,000    623,000    197,000    1,369,400    542,500 
- 10,000 


»  One  crop  yearly  In  1977—2  crops  yearly  in  1988. 
»  Intercropped  with  coffee. 


TABLE  4.-  SUMMARY  OF  PER  AREA,  YEARLY  COSTS  FOR  LABOR,  MATERIALS  AND  OTHERS  FOR  THE  DIFFERENT 
AGRICULTURAL  ENTERPRISES  OF  THE  MODERN  AGRICULTURE,  1988 


Labor 

Materials 

Others  2 

Totai  — 
cost 

Percent  of 
Labor 

total  cost 

Agricultural  enterprise 

Man-hours 

Cost* 

Materials 

Sugarcane* 

152 

5304 

$141 

$325 

$770 

39.5 

18.3 

Rice» 

26 

52 

204 

277 

353 

14.7 

57.8 

Vegetable  crops « 

490 

960 

680 

220 

1,860 

51.6 

36.6 

Pineapple 

202 

404 

107 

320 

831 

48.6 

12.9 

Pigeon  peas 

22 

44 

32 

171 

247 

17.8 

13.0 

Starchy  vegetables 

380 

760 

317 

431 

1,508 

50.4 

21.0 

Beans* 

12 

24 

102 

158 

284 

8.5 

35.9 

Hay 

Dairy 

Beef. 

24 

48 

190 

280 

518 

9.3 

36.7 

50 

100 

260 

400 

760 

13.2 

34.2 

26 

52 

140 

120 

312 

16.7 

44.9 

Coffee 

382 

764 

208 

469 

1,441 

53.0 

14.4 

Citrus 

305 

610 

227 

105 

942 

64.8 

24.1 

Plantain 

268 

536 

446 

253 

1,232 

43.4 

36.1 

Bananas 

192 

384 

421 

205 

1,010 

38.1 

41.7 

Fruits 

192 

384 

120 

396 

900 

42.7 

13.3 

Eggs* 

14 

28 

440 

180 

648 

4.3 

67.9 

Poultry*. 

13 

26 

241 

38 

305 

8.5 

79.0 

Pigs*. 

26 

52 

394 

122 

568 

9.2 

69.4 

Ornamentals 

5,000 

10,000 

5,000 

5,000 

20,000 

50.0 

25.0 

Wood 

37 
132 

74 
264 

30 
50 

100 
150 

204 
464 

36.3 
56.9 

14.7 

Aquacutture 

10.8 

» At  tf  >r. 

*  Includes  seed,  irrigation  water,  social  security  and  State  insurance  fund  payments,  materials,  etc 

1  \i  irrigated— 1  plant  crop  followed  by  2  ratoons. 

« 2  crops  yearly. 

» Per  U000  dor. 

•Per  1,000** 
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have  a  far  less  favorable  impact  on  the  island's  economy  than  do  vegetables, 
coffee,  citrus,  and  starchy  vegetables  where  labor  accounts  for  52.5  percent  of  pro- 
duction costs  and  materials  for  only  21.8  percent. 

Table  5  summarizes  total  annual  costs  for  labor,  materials,  and  other  expenses 
for  the  various  enterprises  of  the  modern  agriculture  in  1988.  Total  annual  costs 
are  $609.47  million,  of  which  $163.36  million  are  for  labor,  $217.92  million  are  for 
materials,  and  $228.23  million  are  for  other  costs,  which  include  State  Insurance 
Fund  and  Social  Security  payments,  interest,  rental  of  land,  depreciation,  and 
use  of  machinery. 

TABLE  5.— TOTAL  ANNUAL  COSTS  FOR  LABOR,  MATERIALS.  AND  OTHER  EXPENSES  FOR  THE  VARIOUS  ENTERPRISES 

OF  MODERN  AGRICULTURE  IN  1988 


Labor 

Materials 

Other 

Man-hours 

Cost> 

Tata 

Agricultural  enterprises 

Acreage 

(millions) 

(millions) 

(millions) 

(millions) 

(millions) 

Sugarcane 

70,000 

10.64 

$21.28 

$9.80 
10.20 

$22.75 

*3S 

Rice 

50,000 

1.30 

2.68 

13.85 

26.73 

Vegetable  crops 

15,000 
12,000 

7.20 
2.42 

14.40 
4.34 

10.20 
1.28 

3.30 
3.84 

27.90 

Pineapple 

9.46 

Pigeon  peas 

8,000 

.18 

.35 

.26 

1.37 

1.94 

Srarchy  vegetavles 

7,500 

2.85 

5.70 

2.38 

3.23 

11.31 

Beans 

12,000 

.14 

.29 

.14 

1.90 

2.33 

Hay 

5,000 

.12 

.24 

.95 

1.40 

2.59 
152.00 

Dairy 

Beef. 

..       200,  COO 

10.00 

20.00 

52.00 

80.00 

62.40 

..       200,000 

5.20 

10.40 

28.00 

24.00 

43.16 

Coffee 

30,000 

11.46 

22.92 

6.24 

14.00 

6.61 

Citrus 

7,000 

2.14 

4.28 

1.59 

.74  .. 

Plantain 

15,000 

4.02 

8.04 

16.69 

3.80 

28.53 

Bananas 

8,000 

1.54 

3.10 

2.37 

1.64 

8.11 

Fruits 

5,000 

.96 

1.92 

.60 

2.00 

4.52 

Eggs* 

400 

.60 

1.19 

18.70 

7.70 

27.59 

Poultry* 

400 

.70 

1.41 

14.15 

2.23 

17.79 

Pigs* 

700 

.61 

3.22 

24.47 

7.58 

35.27 

Ornamentals 

2,000 

10.00 

20.00 

10.00 

10.00 

40.00 

Wood 

220, 000 

8.00 

16.00 

6.60 

22.00 

44.60 

Aquaculture 

6,000 

.80 

1.60 

.30 

.90 

2.80 

Total 

874,000 

80.88 

163.36 

217.92 

228.23 

609.47 

i  At  $2/hr. 
'  42,500,000  doz. 
>  58.700,000  lb. 
♦62,100,000  lb. 

[The  following  material  was  submitted  by  Mr.  Romero-Barcelo. 
See  p.  6  for  the  oral  testimony  of  Mr.  Romero-Barcelo.] 

APPENDIX  A 
FEDERAL  INFORMATION  EXCHANGE  SYSTEM 
(Comparison  of  Federal  funds  by  State  with  State  rankings  of  selected  demographic  characteristics] 


Area 


Fiscal  year  1979  per  capita 
Federal  funds 

Tot*!  Statu 

funds  (millions) 

Amount                   1 

Rank 

$3,702 

$1,102 

52 

7,419 

1,983 

31 

1,932 

4,794 

2 

5,539 

2,353 

15 

3,958 

1,811 

43 

52,534 

2,356 

14 

6,211 

2,326 

16 

8,268 

2,668 

7 

1,029 

1,765 

44 

15,435 

22,901 

1 

19,648 

2,286 

17 

9,727 

1,913 

34 

2,659 

2,965 

4 

1,838 

2,093 

24 

20,785 

1,849 

40 

7,934 

1,476 

50 

4,650 

1,606 

47 

Puerto  Rico 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia. 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 
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APPCPJOfX  I 
FE0UAL  MFOnUTKM  EXCHANGE  SYSTEM 
fCwmmum  <*  Federal  f eads  by  State  wMi  State  r—fcwgj  if  s 


Fiscal  year  1979  aer 


Total 
Arts 


year  1579  aerc 
icdnjl  taads 


J4.731  J2.015  30 

Keatattiy 6,604  1,881  30 

LMrfta** 7,500  1,891  37 

Mai** 2.263  2,074  26 

Maryteod 11,649  2.812  6 

Massachusetts 13,711  2,375  13 

Michigan 14,328  1,559  48 

Minnesota 7,314  1,825  42 

Mttfitfippi 5,036  2.095  23 

Missouri. 11,923  2,453  10 

Montana 1,754  2,234  20 

Nebraska 3,311  2,115  22 

Hfd» 1,673  2,535  9 

New  Hampshire 1,667  1,914  33 

New  jersey 12,629  1,724  45 

New  Mexico 3,894  3,213  3 

•Jaw  York 37,112  2,091  25 

North  Carolina 9,035  1,620  46 

North  Dakota 1,580  2,423  11 

Ohio 16,576  1,542  49 

Oklahoma 5,892  2,046  28 

Oragon 4,828  1,976  32 

Pennsylvania 22  351  1,902  36 

Rhode  Island 1,927  2,061  27 

South  Carolina 5,378  1,843  14 

tooth  Dakota 1,549  2,245  19 

Tannastca 10,418  2,391  12 

Te*es 26,232  2,016  29 

Utah 2,849  2,180  21 

Varmont 918  1,885  39 

Virginia 15,079  2,929  5 

Washington 9,920  2,629  8 

Wool  Virginia 3,545  1,906  35 

Witconiin 6,835  1,461  51 

Wyoming 954  2,249  18 

Sou  ret:  Community  Sarvictt  Administration— Geographic  distribution  of  Federi.1  funds  in  summary  fiscal  year  1979.  A 
raport  of  tha  Fadaral  Governmtnt's  impact  by  Stata,  county,  and  large  city. 

APPENDIX  B 

FEDERAL  FUNDS  APPROVED  FOR  STATES  AND  PUERTO  RICO 

(In  ordar  of  Fadaral  funds  per  capital 


Selected  States 

Federal  funds 
(millions) 
fiscal  year  1979  >  1 

Federal  funds 

per  capita 

fiscal  year  1979  • 

Populaton 

(thousands) 

1977  » 

Alaska 

Hawaii 

$1,932 

2,659 

$4,747 
2,971 
2,399 
2,071 
1,927 
2,108 
2,044 
1,488 

407 
895 

California 

New  York 

52,534 

37,112 

21,896 
17,924 

Georgia 

9,727 

5,048 

Mississippi 

Texas 

Indiana 

5,036 

26,231 

7,933 

2,389 
12,830 
5,330 

STATES  WITH  POPULATION  SIMILAR  TO  PUERTO  RICO 

Washington 

$9,920 

$2,711 
2,660 
1,909 
2,011 
1,840 
1,913 
1,102 

3,658 

Connecticut 

Kentucky 

Alabama 

Minnesota 

8,267 

6,603 

7,419 

7,314 

3,108 
3,458 
3,690 
3,975 

Louisiana 

7,499 

3,921 

Puerto  Rico 

3,702 

•3,358 

i  Geographic  distribution  of  Federal  funds  in  summary;  focal  year  1979:  Community  Services  Administration. 
tStoHrttea!  abstract:  197S. 

•  r  -        - 


Digitized  by 


Google 


263 

APPENDIX  C 

FACT  SHEET— FOOD  AND  NUTRITION  PROGRAMS-PARTICIPATION 

I— FOOD  STAMPS 


Families  Persons  Net  issuance 


Fiscal  year: 

1974-75 221, 017  928, 093  $282, 222, 496. 02 

1975-76 366, 835  1, 577, 014  569, 297, 297. 91 

1976-77 356, 058  1, 488. 921  609, 893, 515. 00 

1977-78 397,262  1,612,750  681,778,869.00 

1978-79 438,992  1,781,344  733,768,ll3.50 

1979-80 493,224  1,850,085  812,124,837.00 

Note:  Administrative  expenses  (estimate)  $25,000,000.  Percentage  of  population  in  program,  58. 
II-SCHOOL  PROGRAMS  (FISCAL  YEAR  1980) 

Number        Enroll-         Pirtici-  Paid    Free  and  re-  Total 

of  schools  meat  pants  meals    duced  meals  value 

School  lunch 2,733        783,000         549, 000  $10, 518, 000    41,430,000  $51,948,000 

School  breakfast 2,116        466,000        153,000 7,146,000 

Commodities  (includes  breakfast  and 

lunch) 19,081,000 

Summer  food 4, 183, 000 


Total  school  programs 82,358,000 


III— WOMEN,  INFANTS  AND  CHILDREN  (WIC) 


Number  of        Number  of       Number  of  Total 

children      participants        Total  value 


Fiscal  year  1980 7,401  11,192  26,669  45,262       $17,140,000 

TV.  Other  Programs 

Administrative  expenses  for  child  nutrition  programs $1,  000,  022 

Elderly  feeding  program 532,  000 

Nutritional  education  and  training 297,  000 

Special  milk  program 270,  000 

Total - 2,  099,  022 

V.  Total  Allotments  for  Food  and  Nutrition* 

Food  stamp  issuance 812,  124,  837 

Food  stamp  administration 25,  000,  000 

School  programs 82,  358,  000 

Women,  infants  and  children 17,  140,  000 

Other  programs 2,099,022 

Total 938,721,850 

*  Food  Stamp  statistics  furnished  by  the  Department  of  Social  Services,  Food  Stamp  Office.  All  other 
data  furnished  by  the  U.S.  Department  of  Agriculture,  Food  and  Nutrition  Service,  Budget  Office. 
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APPENDIX  0 
SOCIAL  SERVICES  DEPARTMENT,  FOOD  STAMPS  OFFICE 
(Incomt  Lewis  of  Food  Stamp  Recipients  in  Puerto  Rico.J 


Percent  of 

Number  of  Number  of  Monthly  families 

Gross  monthly  income  families  individuals  issuance  in  program 


0 

$1  to  $200 

*201  to  $400.... 

$401  to  $600 

$601  to  $800.... 
$801  to  $1.000... 
$1,001  to  1,200.. 
$1,201  to  $1,400. 
$1,401  to  $1,700. 

Total 


78,554 
187,706 
114, 782 
73,331 
29,733 
6,012 
945 

238,396 

573,912 

434,204 

331, 122 

152,409 

36,950 

7,069 

785 

194 

$13,373,323 
29,799,268 
16,866,168 
9,903,626 
3,559,638 
710,739 
125,347 

16 
38 
23 
15 
6 
1 

88 

14,060 

17 

3,803 

491, 168 

1,775,041 

74,355,187 

APPENDIX  E 

Department  of  Agriculture,  Food  and  Nutrition  Service,  Budget  Office 

March  10,  1981 

Programmatic  breakdown  for  Puerto  Rico 

(Fiscal  year  1982  estimates) 

Food  stamps ._ $1,  099,  100,  000 

Child  nutrition  (school  lunch,  breakfast  and  supper) 111,  600,  000 

Women,  infants  and  children 17,  200,  000 

Special  milk 300,  000 

Total  fiscal  year  1982  estimates 1,  228,  200,  000 

Proposed  block  grant 922,  000,  000 

Total  reduction _ 306,  200,  000 

APPENDIX  F 
FACT  SHEET-FOOD  AND  AGRICULTURAL  STATISTICS 

1977  1978  1979  1980 

rtosonal  food  consumption  expenses  (millions) $2,182  $2,320  (2,510  (2,848 

Net  agricultural  income  (millions) $291. 6  $359.  2  $369.6  $403. 0 

Agricultural  employment  (thousands) 39  40  38  43 

Gross  farm  income  (millions): 

Main  crops  (sugar,  molasses,  tobacco,  coffee) 

Livestock  products 

Legumes 

Fruits 

Starchy  vegetables 

Yellow,  green  and  leafy  vegetables 

Other  farm  products 

Total  gross  farm  income 467  522  540  579 

Source:  Economic  Report  to  the  Governor,  1980:  Puerto  Rico  Planning  Board. 


$55 
272 

S94 
279 

% 

$101 
311 

4 

4 

6 

7 

13 

14 

15 

16 

47 

52 

54 

61 

9 

10 

11 

12 

€7 

69 

62 

*9 
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APPENDIX  Q 

Major  categories  of  food  shipped  from  continental  United  States  to  Puerto  Rico 
during  fiscal  year  1979-80* 

(Value  in  dollars) 

Live  animals_._ _ $4,  946,  040 

Meats  and  meat  preparations 288,  409,  895 

Fish  and  shellfish-... 51,  043,  745 

Dairy  products,  and  eggs __. 128,  421,  042 

Cereals,  grains,  malts  and  starches 118,  289,  243 

Vegetables... — 107,  655,  400 

Edible  nuts  and  fruits. 34,  243,  251 

Sugar,  cocoa  and  confectionery 60,  547,  625 

Coffee,  tea  and  spices 4,  894,  539 

Beverages  (including  fruit  juices  non-alcoholic   beverages,  fer- 
mented alcoholic  beverages  spirits,  and  beverage  preparations).  103,  234, 146 

Animal  and  vegetable  oils,  fats  and  greases 61,  761,  079 

Other  animal  and  vegetable  products  (including  edible  prepara- 
tions, animal  feeds,  and  a  wide  variety  of  products) 165,  431,  440 

Total 1, 128,877,445 

*  Source:  Puerto  Rico  Planning  Board— calculated  from  statistics,  complied  by  U.S.  Department  of 
Commerce. 

APPENDIX  H 

FACT  SHEET-SOCIAL  SERVICE  PROGRAMS 

l-MEDICAIDi 

Federal       Puerto  Rico's  Total 

calling       expenditures        expenditures 

Individuals  (millions)  (millions)  (millions) 

Fiscal  year:  1979 1,700,000  (30  $96  $128 

>  Medicaid  statistics  furnished  by  the  Department  of  Health,  Office  of  Economic  Assistance.  All  other  data  furnished  by 
the  Department  of  Social  Services. 

Note:  The  inflation  rate  for  the  program  is  5  percent,  so  in  fiscal  year  1980,  Puerto  Rico's  expenditures  wore  projected 
at  $105,000,000. 

|| — AID  TO  FAMIUES  WITH  DEPENDENT  CHILDREN/PUBLIC  ASSISTANCE 

.    Number  of  Number  of 

families  individuals 


Fiscal  veer  1980: 
AfDC 

Public  assistance.. 
Projections  1981: 
AFDC 

Public  assistance.. 


S:&4      &M    »*«*«• 
8*      »    **•*«» 


III— TITLE  XX  (FY  80) 


Fiscel  year:  1980. 


95,000 


$15,000,000 


Note:  No  increases  in  participation  are  expected  in  1981. 
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APPENDIX  I 

Office  of  the  Governor,  La  Fortalexa, 

San  Juan,  Puerto  Rico,  March  11,  1981. 
Hon.  Ronald  W.  Reagan, 
The  White  House, 
Washington,  D.C. 

Dear  Mr.  President:  Although  I  plan  within  days  to  testify  on  the  subject 
before  the  Agriculture  Committees  of  the  House  and  Senate,  I  wish  by  this  means 
to  bring  to  your  immediate  personal  attention  a  matter  of  grave  concern  with 
respect  to  the  Administration's  proposed  federal  budget  for  Fiscal  Year  1982. 

If  adopted,  one  provision  of  this  budget  proposal  would  cruelly  discriminate 
against  nearly  two  million  of  our  nation  s  most  severely  disadvantaged  citizens. 

The  budget  calls  for  the  arbitrary  exclusion  of  residents  of  Puerto  Rico  from 
eligibility  under  three  of  the  most  basic  federal  nutrition  programs,  including 
food  stamps.  In  place  of  these  programs,  the  Government  of  Puerto  Rico  would 
be  assigned  a  block  grant  with  which  to  attempt  to  provide  the  needed  services. 

The  effect  of  this  proposal  would  be  to  reduce  by  25  percent  the  federal  funding 
of  food  and  nutrition  programs  in  Puerto  Rico;  in  absolute  terms,  the  staggering 
reduction  in  federal  support  in  these  three  areas  alone  would  total  $300-million, 
without  even  taking  into  account  the  reductions  in  federal  support  which  would 
result  from  planned  cutbacks  in  unrelated  programs. 

This  "proposal  must  be  withdrawn  altogether.  Were  it  to  be  enacted  into  law, 
individual  states  and  the  nation  as  a  whole  would  suffer  severe  consequences. 
Both  in  terms  of  sheer  fiscal  pragmatism  as  well  as  in  light  of  the  Administration's 

E ledge  that  the  "truly  needy"  will  not  be  adversely  affected  by  forthcoming 
udget  revisions,  the  proposal  in  question  is  utterly  indefensible,  as  the  following 
examples  clearly  illustrate. 

In  a  study  published  just  this  year,  the  General  Accounting  Office  reported 
that  Puerto  Rico  already  receives  $834-million  less  per  year  in  federal  transfer 

Sayments  than  would  be  received  if  the  island  were  a  state  (for  instance,  Puerto 
Lico  is  excluded  altogether  under  Supplemental  Security  Income  (SSI)  and 
receives  from  Medicaid  only  $23  annually  per  eligible  recipient,  in  comparison 
with  the  $553  annual  average  paid  in  the  50  states). 

Despite  the  lack  of  equity  in  the  disbursement  of  federal  funds  in  Puerto  Rico, 
such  outlays  in  1980  constituted  fully  31.2  percent  of  the  island's  Gross  Product, 
or  twice  the  national  average:  thus  any  ana  all  reductions  in  federal  funding  will 
have  twice  as  great  a  negative  impact  in  Puerto  Rico  as  in  the  nation  at  large. 

Federal  tax  reductions  and  industrial  investment  incentives  proposed  by  the 
Administration  will  provide  no  direct  benefit  whatsoever  to  Puerto  Rico,  because 
the  island  (since  its  residents  cannot  vote  in  federal  elections)  is  already  exempt 
from  federal  personal  and  corporate  income  taxes. 

The  Administration  is  on  record  in  favor  of  aggressively  promoting  political 
stability  and  private  sector  economic  development  in  the  Caribbean  and  Latin 
America.  Puerto  Rico  has  long  been  the  most  prominent  example  of  such  develop- 
ment and  stability.  Devastating  cuts  in  federal  assistance  to  Puerto  Rico  would 
therefore  totally  undermine  and  contradict  Administration  policy  in  the  region, 
and  accordingly  have  a  chillingly  unsettling  impact  on  neighboring  regimes,  not 
to  mention  the  potential  for  spawning  serious  unrest  within  Puerto  Rico  itself. 

A  harshly  discriminatory  federal  funding  policy  vis  a  vis  Puerto  Rico  would 
inevitably  crush  the  island's  recently  revitalized  economy  (unemployment  has 
fallen  from  22  percent  to  17  percent  over  the  past  four  years)  and  consequently 
spawn  a  renewed  wave  of  Puerto  Rican  migration  to  the  mainland  (a  wave  which 
has  been  halted  and  actually  reversed  over  the  past  15  years),  which  in  turn  would 
immediately  transfer  to  mainland  states  the  heavy  burden  of  coping  with  a  poten- 
tially very  large  influx  of  economically  distressed  Puerto  Rican  families. 

Even  without  taking  into  account  the  changes  contemplated  in  the  FY  1982 
budget  plan,  Puerto  Rico  already  ranks  below  all  50  states  and  the  District  of 
Columbia  with  respect  to  per  capita  access  to  federal  funds,  even  though  only 
three  states  have  a  larger  number  of  economically  disadvantaged  residents. 
Moreover  the  cost  of  living  in  Puerto  Rico  is  substantially  higher  than  the  na- 
tional average,  as  indicated  by  the  7.5  percent  Cost  of  Living  Adjustment  (COLA) 
authorized  by  the  Office  of  Personnel  Management  for  federal  civil  servants 
stationed  on  the  island. 
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We  in  Puerto  Rico  are  not  clamoring  for  special  privilege.  We  are  merely  ashing 
for  equity.  There  is  no  way  that  a  program  of  selective  economic  persecution  of 
one  community  of  American  citizens  can  be  defended  as  either  wise  or  fair.  I 
therefore  urgently  solicit  your  active  support  in  taking  all  necessary  steps  to  ensure 
that  the  FY  1982  budget  proposal  is  modified  to  guarantee  that  the  "truly 
needy"  in  Puerto  Rico  bear  no  more  than  their  share  of  its  national  impact. 
Your  understanding  and  support  in  this  matter  will  be  deeply  appreciated. 
Sincerely, 

Carlos  Romero-Barcel6. 

APPENDIX  J 

[From  the  San  Juan  Star,  Mar.  9, 1981] 

editorials 

Reckless  and  Unfair 

If  the  Reagan  administration  sticks  to  its  reported  intentions  to  cut  some  $300 
million  this  year  out  of  Puerto  Rico's  $900  million  food  stamp  and  other  food 
assistance  programs,  this  island  would  be  singled  out  for  unfair  treatment,  and 
the  health  of  thousands  of  people  would  be  adversely  affected. 

The  figure  of  $300  million  must  have  an  attractive  round  look  to  planners  in 
the  White  House  Office  of  Budget  and  Management,  but  from  here  it  looks  like 
reckless  budget  slashing  designed  to  meet  pre- set  goals  regardless  of  how  hard  it 
hits  both  the  needy  (or  should  we  say  the  truly  needy?)  and  this  island's  fragile 
economy. 

The  conventional  wisdom  on  the  mainland  goes  something  like  this:  what 
President  Reagan  is  going  to  do  will  hurt  us  all,  at  first,  but  in  the  long  run  the 
nation  will  be  better  off. 

That  sounds  nice,  but  on  the  mainland  they  are  worried  about  an  unemploy- 
ment rate  of  about  seven  percent — ours  is  18  percent  officially  and  much  higher 
unofficially. 

The  average  per  capita  income  on  the  mainland  is  about  $8,000.  The  per  capita 
income  of  the  poorest  state,  Mississippi,  was  $6,100  in  1979.  Puerto  Rico's  was 
$2,900.  On  the  mainland,  there  are  roughly  60  persons  per  square  mile;  in  Puerto 
Rico  the  figure  is  996. 

Reagan  is  expected  to  send  detailed  budget  cuts  on  food  programs  to  the  Con- 
gress sometime  this  week.  Smarter  and  more  compassionate  heads  had  better  get 
together  on  Puerto  Rico  either  at  the  executive  branch  level  or  in  the  Congress. 

There  is  no  way  that  the  cost-cutters  in  the  Reagan  administration  should 
equate  Puerto  Rico's  economy  with  that  of  the  mainland  United  States  when 
looking  for  areas  to  reduce  expenditures.  It  is  intolerable  that  Puerto  Rico  should 
be  made  to  give  higher  sacrifices,  given  its  circumstances,  than  the  far  more 
prosperous  states. 

APPENDIX  K 

[From  the  San  Juan  Star,  Mar.  10, 1981] 

Reagan — Short  on  P.R. 

President  Reagan  is  either  short  of  memory  or  shortsighted  when  it  comes 
to  Puerto  Rico.  His  administration's  drastic  budget  cuts  for  the  island  prove 
the  contention. 

The  White  House's  Office  of  Management  and  Budget  not  only  intends  to 
cut  dangerously  into  Puerto  Rico's  food  assistance  programs  but  also  to  do  it 
in  a  discriminatory  manner  different  from  the  way  the  same  programs  will  be 
treated  in  the  states. 

Why  can't  Reagan  and  his  advisers  see  the  difference  between  a  fat  and  com- 
placent mainland  United  States  economy,  sated  with  success  and  needing  drastic 
reform,  and  a  poor,  still  developing  Puerto  Rican  economy,  slowly  growing  but 
fragile? 

The  Reagan  proposal  for  slashing  some  $300  million  out  of  the  island's  ap- 
proximately $1.2  billion  worth  of  food  programs  is  to  lump  them  all  together 
and  then  knock  off  20  percent. 
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That  looks  for  all  the  world  like  cavalier  treatment  from  on  high  to  the  colonies — 
and  not  at  all  like  the  candidate  Ronald  Reagan  of  early  1980.  The  Reagan  of 
those  pre-election  days,  writing  in  the  Wall  Street  Journal,  spoke  of  why  Puerto 
Rico  should  be  a  state  of  the  union.  He  said  that  as  president,  he  would  "initiate 
legislation,  which  really  means  that  I  would  take  the  lead  in  persuading  the 
people  of  Puerto  Rico — the  mainland  United  States — all  American  citizens, 
that  statehood  will  be  good  for  all  of  us." 

He  saw  Puerto  Rico  as  a  strategic  bulwark  in  the  Caribbean  against  Soviet 
Union  designs,  "a  positive  bridgehead  into  the  Caribbean,  Latin  America  and 
th«?  developing  world." 

Can  he  now  see  no  connection  between  fostering  that  idea  of  a  healthy,  de- 
veloping Puerto  Rico  and  the  reckless  budget  slashing  that  his  Office  of  Manage- 
ment and  Budget  is  preparing  to  wreak  on  this  island?  His  administration  seems 
bent  on  forcing  much  too  sudden  disruptions  in  the  Puerto  Rican  economy, 
actions  that  can  not  only  hurt  this  island's  economic  health  but  also  its  position 
as  the  U.S.'s  representative  in  the  Caribbean. 

"To  show  the  world  that  the  American  idea  can  work  in  Puerto  Rico  is  to 
show  that  our  idea  can  work  everywhere."  Reagan  said  last  year. 

But  today  his  administration,  if  it  continues  with  its  discriminatory  heavy- 
handedness,  will  show  the  world  that  Ronald  Reagan  has  little  feeling  or  respect 
for  Puerto  Rico — and  no  loyalty  to  his  own  intentions,  voiced  as  a  candidate. 

Is  it  a  short  memory?  Perhaps. 

It  is  certainly  shortsightedness  to  cut  so  deeply  and  suddenly  into  Puerto 
Rico's  economy  without  cushioning  alternatives  of  some  sort.  It  will  imperil 
economic  gains  made  painstakingly  over  the  past  25  years;  and  it  will  hurt 
Reagan's  image  in  the  Caribbean,  particularly  Central  America,  the  very  area 
he  and  his  strategists  have  chosen  for  their  first  serious  skirmish  with  the  Soviet 
Union  to  show  U.S.  superiority  and  power. 

It  doesn't  make  any  sense,  no  matter  how  you  look  at  it. 

APPENDIX  L 
Puerto  Rico  Fears  Effects  of  U.S.  Cuts 

LEADERS   PREDICT  90,000   LOST  JOBS   AND    EXODUS   TO   THE    MAINLAND 

(By  Jo  Thomas) 

San  Juan,  P.  R.,  March  11 — Budget  cuts  proposed  by  the  Reagan  Administra- 
tion will  have  a  greater  impact  on  Puerto  Rico  than  anywhere  else  in  the  nation, 
the  island's  leaders  say,  and  that  impact  will  be  devastating,  they  agree. 

The  commonwealth's  Resident  Commissioner,  Baltasar  Corrada  del  Rio,  pre- 
dicted in  Washington  that  the  cutbacks,  which  he  estimated  at  $650  million,  in- 
cluding $300  million  in  food  programs,  would  cause  a  loss  of  30,000  jobs,  send  a 
wave  of  up  to  500,000  people  to  the  United  States  mainland  and  could  make 
Puerto  Rico  "the  next  Cuba  in  the  Caribbean." 

"It's  a  time  bomb,"  said  Miguel  Hernandez  Agosto,  president  of  the  Puerto 
Rico  Senate.  "If  all  this  occurs,  unemployment  will  rise  from  19  percent  to  30  or 
40  percent.  It's  very  dangerous  for  us." 

NO   TAXES,    NO   TAX   CUTS 

If  Mr.  Corrada's  estimates  are  accurate,  Puerto  Rico  would  lose  more  Fed- 
eral aid  than  even  New  York  City,  which,  according  to  a  private  analysis  earlier 
this  week,  faces  a  reduction  of  $415  million  in  the  fiscal  year  1982. 

Commissioner  Corrada  characterized  the  program  cutbacks  as  particularly  severe 
because  Puerto  Ricans,  although  they  are  United  States  citizens,  pay  no  Federal 
income  taxes  and  therefore  will  not  benefit  from  a  tax  cut  proposed  by  the  Admin- 
istration. Similarly,  the  island's  corporations  pay  no  Federal  taxes  and  would  not 
gain  from  tax  incentives  proposed  to  stimulate  the  economy. 

Puerto  Rico  is  small  and  densely  populated,  with  3.2  million  residents.  Unem- 
ployment is  high  and  per  capita  incomes  are  relatively  low,  compared  with  the 
mainland,  where  the  overall  rate  of  unemployment,  for  example,  was  7.3  percent 
in  February.  In  January,  58  percent  of  the  population  received  food  stamps,  which 
cost  the  Federal  Government  $75.4  million.  In  the  most  recent  statistics  avail- 
able here,  Puerto  Rico  received  11.7  percent  of  the  entire  United  States  program. 
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Although  Puerto  Rico  has  sought  to  attract  industry,  the  commonwealth,  mu- 
nicipal and  Federal  Governments  are  now  the  island's  biggest  employer,  with 
one-third  of  the  work  force,  and  31.8  percent  of  the  island's  gross  product  is  actu- 
ally a  translusion  of  Federal  funds. 

"artificial  respiration" 

"The  Federal  funds  are  artificial  respiration  to  a  colony  that  can't  generate  its 
own  progress,"  said  Carlos  Gallisa,  president  of  the  Puerto  Rican  Socialist  Party, 
which  favors  independence.  Mr.  Gallisa  sees  Federal  funds  as  "a  social  pacifier 
to  settle  some  of  the  needs  of  the  people." 

Choosing  a  diffeient  analogy,  Ruben  Berrios  Martinez,  president  of  the  Puerto 
Rico  Independence  Party,  said  of  the  Federal  funds:  "They  have  made  a  large 
part  of  our  society  drug  addicts.  Now  they  want  to  take  the  drugs  away.  The 
person  might  even  die." 

Puerto  Rico  is  already  excluded  from  three  major  Federal  programs — general 
revenue  sharing,  Supplemental  Security  Income  and  the  minimum  income  plan 
for  elderly  persons  ineligible  for  Social  Security — and  it  is  given  limited  benefits 
in  five  others.  The  average  benefit  under  aid  to  the  blind,  for  example,  is  $14.49  a 
month  here,  compared  to  $177.80  on  the  mainland.  Differential  payouts  under 
these  programs,  accoiding  to  commonwealth  officials,  deprive  Puerto  Rico  of 
$834  million  a  year. 

So,  despite  its  high  participation  in  the  food  stamp  program,  Puerto  Rico 
receives  only  half  as  much  per  capita  in  Federal  funds  as  states  with  similar 
populations.  Accordingly,  cuts  in  these  funds  "will  have  twice  the  impact  as  in 
the  nation  as  a  whole,"  said  Bertram  P.  Finn,  economic  adviser  to  Gov.  Carlos 
Romero  Barcelo. 

ONLY    HALF    THE    MEDICINE 

To  make  matters  worse,  he  said,  Puerto  Rico  will  get  only  half  the  Admin- 
istration's economic  medicine.  Although  it  will  have  to  endure  the  spending  cuts  in 
the  public  sector,  it  will  not  get  the  compensating  benefits  of  tax  incentives  to 
business  and  industry  to  stimulate  greater  investment,  production  and  employ- 
ment. To  the  degree  that  these  tax  incentives  are  successful  in  the  states  that 
compete  with  Puerto  Rico  for  investment,  the  island's  own  programs  will  be 
relatively  less  attractive. 

On  top  of  all  this,  the  cornerstone  of  Puerto  Rico's  investment  program,  tax 
exemptions  available  to  corporations  under  Section  936  of  the  Internal  Revenue 
Service  Code,  has  come  under  criticism  from  the  Department  of  the  Treasury, 
which  suspects  that  some  corporations  are  allocating  too  large  a  share  of  their 
profits  to  operations  in  Puerto  Rico  to  take  advantage  of  the  tax  break.  And  last 
month  the  Congressional  Budget  Office  suggested  that  this  section  might  be 
repealed. 

"Puerto  Rico's  economy  has  been  built  on  four  elements,"  said  Mr.  Finn,  "a 
slowly  expanding  United  States  economy,  an  increasing  flow  of  Federal  funds,  and 
relative  degree  of  certainty  regarding  Section  936,  and  reasonably  good  invest- 
ment climate. 

"The  only  premises  which  have  remained  unchanged  are,  hopefully,  the  ex- 
pansion of  the  United  States  economy  and  the  climate  in  Puerto  Kico." 

OTHER  LOSSES,   OTHER  WORRIES 

As^  the  Reagan  Administration  announced  details  of  its  proposed  spending 
cuts  in  recent  weeks,  Puerto  Ricans  expressed  concern  about  potential  losses  in 
employment,  municipal  services,  industrial  development  projects  and  student 
loans.  Most  officials,  however,  were  confident  that  tne  food  stamp  program  would 
not  be  affected  because  of  the  low  incomes  on  the  island,  where  94.1  percent  of 
all  food  stamp  recipients  are  below  the  Federal  poverty  level,  or  an  income  of 
$7,450  annually  for  a  family  of  four. 

The  other  cuts  were  drastic  enough:  a  $140.6  million  cut  in  Comprehensive  Em- 
ployment and  Training  Act  funds;  a  $11.3  million  cutback  in  education  grants  that, 
at  some  private  universities,  are  given  to  95  percent  of  the  students;  and  a  freeze  on 
$24  million  in  Economic  Development  Administration  loans,  including  $1.3  mil- 
lion for  a  storm  sewer  required  for  a  $50  million  condominium  project  already 
under  construction  in  San  Juan. 
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Then  the  Administration  decided  this  week  to  put  all  of  Puerto  Rico's  food  and 
nutrition  programs,  worth  $1.2  billion,  into  a  block  grant  and  cut  it  25  percent,  by 
$300  million.  Administration  officials  said  that  the  block  grant  would  allow  the  is* 
land's  government  to  stimulate  local  agricultural  production  and  to  be  more 
responsive  to  local  food  preferences  in  its  nutrition  programs. 

"Perhaps  someone  is  suggesting  that  we  just  stuff  ourselves  with  rice,  beans 
and  bananas/'  Commissioner  Corrada  said  after  he  learned  of  this  proposal, 
which  he  said  "smacks  of  latent  discrimination,  as  if  Puerto  Ricans  did  not  get  as 
hungry  as  other  Americans." 

In  Washington,  a  spokesman  for  the  Office  of  Management  and  Budget  de- 
fended the  proposed  changes  in  the  food  programs  and  said  they  were  aimed  at 
"giving  much  more  flexibility  at  the  local  end." 

"If  Puerto  Rico  happens  to  be  rather  heavy  with  welfare  recipeints,  the  people 
who  genuinely  need  welfare  benefits  will  get  them,"  said  the  spokesman,  Edwin  L. 
Dale  Jr.  He  added  that  the  cuts  amounted  to  a  trim  "around  the  edges  so  that 
people  won't  be  getting  duplicate  benefits." 

APPENDIX  M 
[From  the  WaU  Street  Journal,  Mar.  13, 1981] 

Budget  Cuts  Without  Representation 
(By  Robert  L.  Bartley) 

San  Juan,  Puerto  Rico. — "We  get  the  budget  cuts,  but  we  don't  get  the  tax 
cuts." 

It  does  not  take  long  on  this  island — just  long  enough,  for  example,  to  reach  the 
baggage  claim  area  of  the  Isla  Verde  International  Airport — to  learn  Puerto  Rico's 
dilemma  with  the  Reagan  administration's  new  economic  plan.  The  dilemma  is  of 
course  pertinent  to  the  fate  of  the  poorest  sizable  American  political  unit.  But  more 
profoundly,  the  same  dilemma  is  a  commentary  on  the  island's  status  as  the  only 
U.S.  area  with  commonwealth  status. 

Under  such  status,  Puerto  Ricans  are  American  citizens,  and  benefit  to  varying 
degrees  from  federal  welfare  programs  designed  for  the  poor.  Over  half  the  popula- 
tion, for  example,  receives  cv pones,  known  on  the  mainland  as  food  stamps.  Gov. 
Carlos  Romero-Barcelo  estimates  that  elimination  of  the  federal  CETA  program 
would  cost  his  municipalities  some  20,000  jobs.  Unemployment  is  already  officially 
counted  at  177,000,  or  17.5%  of  the  workforce. 

When  commonwealth  status  was  codified  in  1952,  though,  deference  to  the  slo- 
gans of  the  American  Revolution  gave  Puerto  Rico  its  own  tax  system.  Since  its 
citizens  have  no  voting  representation  in  Congress  or  in  presidential  elections,  its 
residents  are  exempt  from  federal  taxation.  While  Gov.  Romero-Barcelo  has 
started  to  implement  his  own  cuts  in  the  commonwealth's  substantial  income  tax, 
its  residents  would  not  benefit  from  the  federal  cuts  proposed  by  President 
Reagan. 

ISSUE  DOMINATES  POLITICS 

The  issue  of  Puerto  Rico's  status — commonwealth,  state  of  the  union  or  independ- 
ent nation — has  dominated  the  island's  politics  since  it  was  ceded  by  Spain  in 
1898.  Puerto  Ricans  joke  that  if  three  schoolboys  were  assigned  a  theme  on  "The 
Elephant,"  the  American  would  write  "How  to  build  a  bigger  and  better  elephant." 
The  Frenchman  would  write,  "La  vie  sexulle  des  elephants."  The  Puerto  Rican 
would  write,  "The  elephant  and  the  status  of  Puerto  Rico." 

The  status  question  is  at  a  deadlock  following  the  divided  election  last  Novem- 
ber. The  1976  election  was  swept  by  Gov.  Romero-Barcelo  and  his  New  Progres- 
sive Party  (statehood),  and  he  had  promised  a  plebiscite  on  statehood  if  he  received 
a  clear  majority  of  the  1980  vote.  He  was  widely  expected  to  win  big  and  hold  the 
plebiscite,  but  retained  office  by  only  3,500  votes  after  weeks  of  recounts.  "I'm 
still  not  sure  I  didn't  beat  him,"  says  his  opponent,  former  Gov.  Rafael  Hernandez 
Colon.  Meanwhile,  the  senate  was  captured  by  the  Popular  Democratic  Party 
(commonwealth),  and  the  outcome  in  the  house  is  being  contested  in  court. 

As  usual,  the  Independence  Party  captured  only  5%  of  the  vote.  Independence 
militants  have  staged  publicity  catching  terrorism — as  in  the  destruction  of  nine 
National  Guard  planes  last  January  or  the  1954  shooting  in  the  U.S.  House  of 
Representatives.  But  even  allowing  that  some  commonwealth  voters  are  closet 
independentistas,  the  independence  cause  has  not  attracted  wide  backing.  The 
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ideals  of  U.S.  style  democracy  are  deeply  rooted — voting  participation  is  above 
mainland  levels  and  association  with  the  U.S.  brings  huge  economic  benefits. 

Nor  is  the  ordinary  Puerto  Rican  such  a  fool  as  to  give  up  lightly  the  enormous 
practical  advantages  of  U.S.  citizenship — all  the  more  so  since  nearly  every  family 
already  has  members  to  visit  on  the  mainland.  The  island's  population  is  3.2 
million,  while  an  estimated  2  million  Puerto  Ricans  live  on  the  mainland.  Any 
serious  move  toward  independence  would  unleash  a  flood  of  refugees. 

The  division  between  statehood  and  commonwealth  forces,  though,  runs  deep. 
Naturally  there  are  cultural  tensions  between  those  who  give  priority  to  joining 
the  English-speaking  mainland  and  those  who  give  priority  to  maintaining  a 
Spanish-speaking  heritage.  Perhaps  more  important  is  a  dispute  between  two 
competing  notions  of  economic  development. 

Tax  incentives  allowed  by  commonwealth  status  were  the  historical  corner- 
stone of  Operation  Bootstrap,  the  island's  enormously  successful  development  pro- 
gram. In  1950,  Puerto  Rico  had  a  per  capita  income  of  $347,  about  the  lowest  of 
any  of  the  Caribbean  islands.  Today  its  per  capita  income  of  nearly  $3,500  is  the 
highest  south  of  the  Rio  Grande. 

Operation  Bootstrap  offered  corporations  who  located  on  the  island  freedom 
from  federal  taxes,  so  long  as  they  did  not  repatriate  profits  to  the  mainland  prior 
to  liquidation  of  the  Puerto  Rican  subsidiary.  They  were  also  given  100%  exemp- 
tion from  local  taxes,  and  an  exemption  from  federal  minimum  wage  laws — all 
within  the  U.S.  market  rather  than  outside  tariff  walls  and  customs  red  tape.  In 
the  1950s  and  early  1960s,  Puerto  Rico  had  one  of  the  fastest  growth  rates  in  the 
world. 

The  Romero-Barcelo  administration  has  moved  away  from  this  formula.  It 
backed  minimum-wage  parity  with  the  mainland,  and  celebrates  the  higher 
payrolls  it  says  this  helped  cause.  It  imposed  taxes  on  corporate  profits,  and  it 
changed  its  industrial  development  sales  pitch.  Teodoro  Moscoso,  along  with 
fabled  Gov.  Luis  Munoz  Marin,  the  architect  of  Operation  Bootstrap,  gestures  to  a 
recent  development  ad:  "This  ad  didn't  even  mention  the  main  poinfc—-you  don't 
pay  federal  taxes." 

In  essence,  the  commonwealth  forces  charge  that  the  Progressive  Party  is 
sacrificing  the  island's  economic  welfare  in  an  ideological  drive  equalizing  fiscal 
structures  with  the  mainland  to  facilitate  eventual  statehood.  They  see  statehood 
as  a  step  away  from  development  and  toward  welfare  dependency.  While  total 
federal  grants  and  expenditures  in  Puerto  Rico  are  only  half  the  national  average, 
they  come  to  something  like  $1,100  per  capita,  or  a  third  of  the  island's  income. 
Even  outspoken  opponents  cf  dependency,  however,  do  not  go  so  far  as  to  sup- 
port the  Reagan  cuts  in  welfare  programs.  "I'm  not  in  favor  of  taking  heroin  away 
from  someone  already  hooked  on  it,"  one  says. 

Governor  Romei  o-Barcelo  and  his  officials,  not  surprisingly,  take  an  entirely 
different  view.  They  see  increased  federal  payments  as  lightening  the  financial 
load  carried  by  the  commonwealth.  They  regard  their  changes  in  industrial  de- 
velopment strategy  as  a  correction  of  imbalances  in  Operation  Bootstrap,  and  a 
movement  toward  a  higher  level  of  development. 

In  1977,  they  complain  tax-exempt  profits  accounted  for  24%  of  the  island's 
gross  product.  This  threw  the  financial  burden  on  the  personal  income  tax  which, 
for  example,  had  a  top  rate  of  88%  compared  to  the  federal  maximum  of  70%  (and 
50%  on  "peisonal  service  income").  By  gaining  some  revenues  from  corporations, 
the  administration  was  emboldened  to  cut  the  income  tax,  to  a  maximum  of 
68%  in  1981,  and  a  proposed  new  top  rate  of  50%.  True  to  the  "Laffer  Curve," 
which  demonstrates  that  there  is  a  point  at  which  lower  tax  rates  will  produce 
higher  government  revenue.  Puerto  Rico's  personal  income  tax  revenues  them- 
selves increased  after  a  first-year  drop.  The  island's  real  growth  rate,  while  not 
back  to  the  heady  years  before  the  1973  recession,  has  modestly  outperformed  the 
mainland  average  since  the  tax  cuts. 

The  new  administration,  too,  thinks  it  has  discovered  something  to  sell  besides  a 
tax  haven — the  Puerto  Rican  labor  force.  Helicoptering  you  around  to  some  of 
the  island's  showcase  plants  Jose  Madera,  head,  of  the  industrial  development 
agency,  Formento,  gets  you  thinking  of  the  Puerto  Ricans  as  our  Japanese.  From 
manager  after  manager  he  elicits  testimony  of  zero  labor  turnover,  negligible 
absenteeism  and  productivity  and  quality  control  records  outstripping  mainland 
plants  of  the  same  companies. 

The  range  and  sophistication  of  products  being  processed  is  also  impressive — 
word-processing  printers,  liquid  chromotography  reagents,  medical  pacemakers. 
How  large  a  skill  and  management  pool  exists  for  such  companies  is  perhaps  a 
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As  to  the  higher  cost  of  living  in  the  Island,  let  me  point  out  that  during  1980, 
Federal  employees  in  Puerto  Rico  received  a  Cost  of  Living  Allowance  payment 
over  and  above  their  regular  pay  as  a  result  of  a  determination  of  the  Office  of 
Personnel  Management  that  cost  of  living  in  Puerto  Rico  is  higher  than  in 
Washington,  D.C.  by  five  percent.  Effective  November  16,  1980  this  COLA  was 
raised  to  7.5  percent,  substantiating  our  statement  that  cost  of  living  in  Puerto 
Rico  is  high  and  is  increasing  due  to  inflation  and  other  factors  used  to  index 
this  salary  adjustment. 

Third,  Puerto  Rico  receives  discriminatory  treatment  in  some  Federal  cash  assistance 
welfare  programs  and  is  totally  excluded  from  others.  This  creates  greater  demands 
for  food  stamps  in  the  Island  than  in  U.S.  mainland  areas  where  those  programs 
apply  in  full. 

Puerto  Rican  blind,  elderly  and  disabled  do  not  receive  Supplementary  Se- 
curity Income  and  AFDC  benefits  are  restricted  by  a  $72  million  cap  on  total 
spending.  SSI  benefits  and  other  welfare  payments  count  as  income  for  the  pur- 

fioses  of  the  Food  Stamp  program  and  Puerto  Ricans  do  not  receive  these  benefits, 
f  SSI  benefits  were  extended  to  the  Island,  payments  of  approximately  $400 
million  under  that  program  would  substantially  reduce  food  stamp  expenditures. 
The  average  welfare  grant  in  the  United  States  mainland  is  $225.12  per  month, 
while  in  Puerto  Rico,  the  average  grant  is  an  estimated  $47.31  per  month,  for 
four-person  households,  a  disparity  that  is  obvious. 

The  size  of  the  Food  Stamp  program  has  stabilized  in  Puerto  Rico  and  the 
Island's  Department  of  Social  Services  is  carefully  administering  the  program 
to  ensure  that  it  functions  in  an  effective  and  efficient  manner. 

In  a  recent  visit  to  the  Island  with  Congressman  Fred  Richmond  we  found  that 
the  rate  of  fraud  and  abuse  in  Puerto  Rico's  Food  Stamp  program  is  below  the 
national  average.  There  is  11.3  percent  error  in  Puerto  Rico  compared  to  12.8 
nationally  and  12  percent  less  fraud  and  abuse  in  Puerto  Rico  than  in  the  program 
as  a  whole. 

On  the  subject  of  cost  of  living,  I  would  like  to  point  out  that  the  past  seven 
years  have  seen  high  increases  in  the  prices  of  goods  and  services  in  Puerto  Rico. 
The  additional  burden  of  maritime  transportation  costs,  handling  and  distri- 
bution of  goods  and  services  in  Puerto  Rico  and  the  energy  problem  created  by 
enormous  increases  in  the  price  of  foreign  oil  we  depend  for  our  energy  production 
gave  rise  to  an  inflationary  crisis  which  reached  its  most  critical  period  during 
1973,  1974  and  1975.  The  increase  in  price  levels  was  7.4  percent,  19.8  percent  and 
8.6  percent  during  those  years  for  Puerto  Rico. 

Puerto  Ricans  as  American  citizens  shoulder  their  share  of  burden  for  the 
national  defense  of  this  country  and  a  common  responsibility  with  our  fellowU.S. 
citizens  on  the  mainland  in  striving  for  social  equality.  Any  attempt  to  apply  a 
different  standard  to  the  Island  when  the  Food  Stamp  legislation  is  being  con- 
sidered by  your  Subcommittee  would  countervail  our  attempts  in  Congress  to 
achieve  parity  with  the  mainland  in  Federal  assistance  programs. 

This  brings  me  to  another  point. 

President  Reagan,  in  a  statement  published  in  the  February  11,  1980  edition 
of  the  Wall  Street  Journal,  expressed  that  it  the  United  States  cannot  design  a 
model  for  a  political  economy  that  is  sufficiently  attractive  in  Puerto  Rico,  if  we 
cannot  win  over  our  fellow  citizens  in  Puerto  Rico,  how  can  our  model  succeed 
as  an  instrument  of  foreign  policy  anywhere  in  the  world?  Attached  to  my  testi- 
mony you  will  find  a  copy  of  that  article  (Attachment  B). 

The  question  he  poses,  I  might  add,  leads  to  another: 

If  Puerto  Rico's  economy  and  its  social  development  is  devastated,  how  can 
any  Puerto  Rican  tell  people  in  other  countries  aiound  the  world  that  the  United 
States  and  its  relationship  with  our  Island  is  an  example  of  how  cur  economic 
system  works? 

That  question  is  valid.  While  we  all  commend  the  efforts  of  the  Reagan  Ad- 
ministration in  achieving  spending  restraint,  fair  tax  adjustments,  regulatory 
reform  and  a  strengthened  national  security,  some  of  the  budgetary  means  to 
accomplish  these  goals  are  a  threat  to  mere  survival  for  the  poorest  American 
citizens. 

When  it  comes  to  the  Food  Stamp  program,  let  me  make  it  abundantly  clear 
that  we  share  as  equal  partners  in  the  American  dream,  and  that  any  attempt 
to  discriminate  or  treat  Puerto  Ricans  differently  in  the  present  budgetary  plan 
unfolding  before  us  will  be  viewed  in  Puerto  Rico  as  an  insult. 

As  we  share  in  the  national  defense,  Puerto  Ricans  will  share  in  the  national 
sacrifices  being  brought  upon  us.  I  will  oppose  those  cutbacks  where  I  feel  they  are 
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wwltUur  fxmiti**  -*tor*  *&m  low  wa*w»- 

faverrf*  Hittn  ift  ns>  *X£*p€io«w  and  w  not  imiipie,  or  *ef«rsc*?v  frr>m  the-  mmmkamd 
tViv  yn  ^»m«  v*  a/tauaitttu*rin«;  a  program  tha$  fca-i,  a*  Et+  «*ci*xiial  purpose,  the 

ivnt  ft<v  lea*  ixtwrxastA  fTnunuoo.  of  beipf&g  American  food  producers*  wholesaler* 
a*d  r*f,ail*r*  m.  *a*au;  the  aJr^ratsiasc  stock  <•  fc  food  product*- 

0*her  eoimtrie*,  many  ra  Laurt  America  and  tJu*  Carifo&eaa,  karoe  trouble 
f**ditt£  their  pop*ilatk»tk>,  MalaiitritioQ,.  and  the  r^riltan-s  social  unrest  and  «p- 
heartrai,  are  ^jwbm  or  thk*  planet  of  own, 

fitaf,,  m  the  Carted  States  and  despite  the  inroad*  of  mfiatioc  and  the  ravages 
of  aa  ee/*aotnie  tta^ktentng  which  w*  now  *ee  all  around  usy  the  Food  Stamp  pro- 
gram ***#  ttandt  o*it  a*  a  Drocram  who**  success*  » tinged  bv  the  ironr  that  it  works 
aad  row  reaehes  Hf/warra  of  22  mUIioo  people- 

Aft  estimated  £.4  percent  of  the  total  participating  population  receiving  Food 
?K*mp  benefit*  Xiv*  m  Puerto  Rico. 

This  wm  not  ahrars  so  sinee  Puerto  Rico,  the  Virgin  Islands  and  Guam  did  not 
participate,  a«  <»*m£j  partners  in  the  Nation,  in  the  Food  Stamp  program  untO 
the  pa**ag*,  m  \$7\,  of  legislation  to  expand  the  program  nationwide,  and  eventu- 
ally eliminate  the  need  for  commodity  food  distribution  programs. 

The  full  impact  of  the  Food  Stamp  program  did  not  reach  United  States  citizens 
living  in  Puerto  Rico  until  1974  when  the  1971  law  took  effect. 

Hith  the  extension  of  the  program  to  the  Island,  and  subsequent  growth  in 
Pfjerf  *  Rico  to  reach  more  than  half  of  our  population,  personal  buying  habits 
of  Puerto  Rican  families  waft  sharply  improved. 

1  can  flatly  state  that  the  remarkable  economic  advances  made  by  Puerto  Rico 
over  the  yearn  in  rising  from  abject  poverty  to  a  model  of  a  society  that  witnessed 
tinprecedcntal  social  progress,  still  would  not  have  enabled  us  to  feed  the  less 
fortunate  in  our  society  were  it  not  for  the  Food  Stamp  program. 

More  than  any  other  single  Federal  assistance  program  benefitting  individuals, 
the  Pood  Stamp  program  links  our  people  to  the  United  States.  There  are  some 
who  do  not  like  the  high  level  of  our  participation  and  I  include  myself  among 
them* 

We  are  interested  in  productivity  employing  our  citizens  in  job  creation,  in 
stimulating  additional  private  investment  in  Puerto  Rico  to  help  our  economy 
progress,  and  in  eventually  reducing  the  level  of  Food  Stamp  participants. 

Yet,  while  we  are  treated  equally  in  the  Food  Stamp  program,  we  are  dis- 
criminated against  in  other  Federal  programs  which  provide  income  to  U.S. 
citizens.  This  denial  of  equal  treatment  in  other  Federal  programs  has  resulted  in 
the  high  level  of  participation  in  the  Food  Stamp  program. 

Since  national  attention  is  presently  focused  on  Food  Stamps  and  attempts  to 
eliminate  fraud,  I  would  like  to  insert  a  summation  of  the  major  Federal  programs 
which  are  denied  Puerto  Rico,  either  through  existing  laws,  or  through  Adminis- 
trative decisions  (Attachment  C).  The  source  for  these  is  a  recent  (March  2,  1981) 
OAO  report  on  present  day  Puerto  Rico  and  its  problems,  entitled:  Puerto  Rico's 
Political  Future:  A  Divisive  Issue  with  many  Dimensions. 

Now.  I  would  like  to  briefly  describe  some  of  the  positive  economic  results  of 
extending  the  Food  Stamp  program  to  Puerto  Rico. 

Fint,  families  receive  access  to  adequate  nutritional  diet. 

Second,  health  standards  are  improved  by  these  purchases  and; 

Third t  in  1979,  $6.5  billion  worth  of  food  was  bought  with  Food  Stamps  in  the 
Nation.  Puerto  Rico  buys  every  year  more  than  one  billion  dollars  in  food  from 
the  United  States  mainland,  a  good  portion  of  it  as  a  result  of  the  Food  Stamp 
program.  Most  of  these  funds  went  to  American  farmers,  food  processors  and 
distributors. 

In  Puerto  Rico,  food  processors,  wholesalers  and  distributors  also  benefit,  as 
do  the  nearly  15,000  marketing  outlets  around  the  Island  which  receive  and  process 
Food  Stamps. 

At  this  point,  Mr.  Chairman,  I  would  like  to  insert  an  attachment  describing 
some  of  the  major  and  imported  food  products  bought  from  the  U.S.  mainland  into 
Puerto  Rico.  Many  of  them  are  purchased  by  non-participants  in  the  Food  Stamp 


Digitized  by 


Google 


275 

program,  but  the  obvious  economic  effect  of  a  reduction  in  the  Food  Stamp  pro- 
gram in  Puerto  Rico  on  American  farmers  and  the  food  processing  and  distribution 
business  in  the  U.S.  mainland  can  be  ascertained  by  a  quick  review  of  this  list 
(Attachment  D). 

I  have  set  forth  some  of  my  main  arguments  for  continued  equal  participation 
of  the  citizens  of  Puerto  Rico  in  the  Food  Stamp  program. 

I  am  deeply  concerned  about  any  special,  or  different,  application  of  Food 
Stamp  regulations  which  specifically  singles  out  Puerto  Rico  for  a  different  level 
of  participation. 

The  Reagan  Administration — astonishingly  in  my  opinion — last  week  an- 
nounced plans  for  a  "block  grant' '  nutrition  proposal  only  for  Puerto  Rico.  That 
proposal  which  would  combine  our  existing  Food  Stamp  program  with  the  Child 
Nutrition  programs  has  the  ultimate  effect  of  telling  Puerto  Rico  that,  somehow, 
our  Island  and  our  poor  people  are  different  than  citizens  living  in  any  State  of 
the  Union. 

If  the  block  grant  proposal  is  so  excellent  for  Puerto  Rico,  as  OMB  suggests, 
I  would  like  to  ask  why  it  has  not  decided  to  have  a  similar  program  for  States 
of  the  Union. 

The  proposal  makes  no  sense.  The  Child  Nutrition  programs  including  the  school 
lunch  program  have  been  operated  efficiently  and  effectively  for  years  by  our 
Department  of  Public  Instruction  in  Puerto  Rico. 

Another  agency,  the  Department  of  Social  Services,  is  in  charge  of  operating 
our  very  large  Food  Stamp  program,  a  task  they  have  carried  out  well  under  some- 
times difficult  circumstances.  To  consolidate  the  Child  Nutrition  programs,  mainly 
geared  toward  our  school  children  and  associated  with  educational  programs,  with 
the  Food  Stamp  program  which  is  essentially  a  welfare  effort,  in  my  opinion,  would 
be  a  great  mistake.  The  problem  is  further  complicated  by  an  across  the  board 
reduction  of  $300  million  which  will  seriously  affect  the  benefits  and  food  services 
provided  to  the  poor  adults  as  well  as  the  children  in  Puerto  Rico. 

The  OMB  proposal,  as  I  said  last  week  when  USD  A  officials  appeared  before 
the  House  Education  and  Labor  Committee  on  the  school  nutrition  program, 
smacks  of  blatant  discrimination  While  claiming  efficiency  and  "targeting  assist- 
ance," the  OMB  proposal  singled  out  Puerto  Rico  for  exceptional  and  devastating 
cuts  in  these  Food  programs. 

We  in  Puerto  Rico  are  willing  to  share  in  the  national  burden  no  more,  no  less 
than  any  other  State  or  Congressional  district. 

We  share  equally  in  the  national  defense  of  this  country  and  we  will  share,  on 
an  equal  level,  any  cutbacks  in  Federal  assistance  programs  which  the  American 
people  support. 

We  do  so  as  American  citizens,  proud  of  our  association  with  the  United  States 
and  willing  to  sacrifice  with  a  sense  of  national  purpose  and  unity.  But  I  urge  you 
not  to  single  out  Puerto  Rico  and  our  U.S.  citizens  there  for  different  treatment. 

I  thank  you  for  this  opportunity  to  appear  before  you  today. 

ATTACHMENT  A 
SOCIAL  SERVICES  DEPARTMENT,  FOOD  STAMPS  OFFICE 
INCOME  LEVELS  OF  FOOD  STAMP  RECIPIENTS 

Porctnt  of 

Number  of  Number  of  Monthly  families  in 

Gross  monthly  income  families  individuals  issuance  program 

0 78,554  238,396  $13,373,323                        16 

$1  to  $200 187,706  573,912  29,799,268                         38 

$201  to  $400 114,782  434,204  16,866,168                         23 

$401  to  $600 73,331  331,122  9,903,626                         15 

$601  to  $800 29,733  152,409  3,559,638                          6 

$801  to  $1,000 6,012  36,950  710,739                           1 

$1, 001  to  $1, 200 945  7, 069               125, 347 

$1,201  to  $1,400 88  785                 14,060 

$1, 401  to  $1, 700 17  194                  3,803 

Total 491, 168  1,775,041  74,355,187 

Source:  Puerto  Rico  Department  of  Social  Services  statistics,  Mar.  9, 1981. 
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ATTACHMENT  B 

[From  the  Wall  Street  Journal,  Feb.  11,  1980] 

Puerto  Rico  and  Statehood 

(By  Ronald  Reagan) 

When  I  formally  announced  my  intention  to  seek  the  Republican  presidential 
nomination  in  1980,  my  televised  speech  to  the  nation  included  a  commitment  to 
not  only  support  statehood  for  Puerto  Rico  if  the  people  of  the  island  Common- 
wealth desire  statehood.  It  also  included  a  commitment  that  as  President,  I  would 
initiate  statehood  legislation,  which  really  means  that  I  would  take  the  lead  in 
persuading  the  people  of  Puerto  Rico — the  mainland  United  States — all  American 
citizens — that  statehood  will  be  good  for  all  of  us. 

A  number  of  people,  including  close  friends,  wondered  about  my  remarks.  Not 
that  they  oppose  the  statehood  idea.  They  just  thought  that  it  seemed  odd  that  I 
would  put  such  emphasis  on  an  issue  that  strikes  them  as  routine,  when  U.S. 
foreign  policy  positions  everywhere  seem  to  be  collapsing.  But  then  I  remind  my 
friends  that  in  1976,  when  many  U.S.  foreign  policy  positions  were  collapsing,  I 
was  putting  great  emphasis  on  the  Panama  Canal. 

By  this  observation  I  mean  to  suggest  that  we  cannot  expect  our  foreign  policies 
to  be  enjoying  prestige  around  the  world — attracting  support  instead  of  collapsing — 
when  we  are  having  serious  problems  with  our  closest  neighbors.  The  American 
people  lost  the  debate  over  the  Canal  when,  despite  their  opposition  to  the  treaties, 
President  Carter  pushed  them  through.  We  were  going  to  win  the  applause  of  the 
Third  World,  remember? 

Now,  it  is  no  longer  our  neighbors  who  are  being  pulled  away  from  us  in  the 
world-wide  tug-of-war.  Now — at  least  in  this  hemisphere — the  pivot  of  the  struggle 
is  among  our  fellow  citizens  in  the  Puerto  Rico  Commonwealth. 

"YANKEE    IMPERIALISM" 

Fidel  Castro  hardly  lets  a  speech  go  by  without  denouncing  "Yankee  imperi- 
alism" in  Puerto  Rico  and  calling  for  its  total  independence  from  the  United 
States.  The  idea  is  not  confined  to  blustering  speeches  at  Havana's  Third  World 
conferences  or  in  the  United  Nations.  Early  in  December,  it  came  out  ot  the 
point  of  a  gun.  A  few  miles  from  San  Juan,  two  Navy  employes  were  assassinated 
by  the  Soviet-made  machine  guns  of  terrorists  who  represent  the  tiny  independ- 
ence movement  on  Puerto  Rico. 

While  the  world  watches  the  Iranian  drama  unfold,  comrades  ot  Cuba  and  its 
allies  have  now  established  a  beachhead  of  violence  on  American  shores. 

Our  keen  "peacefully  coexisting"  competitor,  the  Soviet  Union,  is  not  unaware 
ot  the  importance  of  Puerto  Rico  in  the  great  global  contest  of  ideas.  As  a  "Com- 
monwealth" Puerto  Rico  is  now  neither  a  state  nor  independent,  and  thereby 
has  an  historically  unnatural  status.  There  is  this  raw  nerve  to  rub,  and  our 
Marxist-Leninist  competitors  rub  it.  They've  long  thought  of  the  island  economies 
of  the  Caribbean  as  easy  maiks.  I  do  not  suggest  that  the  Kremlin  strategists 
expect  to  snap  Puerto  Rico  into  the  Communist  orbit  any  time  soon,  only  that 
they  find  it  convenient  to  use  its  unnatural  status,  creating  tensions  around  the 
idea  of  American  "colonialism."  "Yankee  imperialism."  We  can't  merely  defend 
ourselves  against  this  attack.  We  must  ourselves  attack,  not  with  terror,  but  with 
statehood. 

It  is  noi  only  that  the  fact  of  Puerto  Rican  statehood  would  deny  Mr.  Castro 
a  raw  nerve.  But,  in  cementing  itself  to  us  as  the  51st  state,  with  unbreakable 
bonds,  Puerto  Rico  would  represent  a  positive  bridgehead  into  the  Caiibbean, 
Latin  America  and  the  developing  world. 

This  geopolitical  concept  of  Puerto  Rico's  exposed  position  on  the  front  lines  of 
geopolitics  isn't  new  on  my  account,  by  any  means.  It  is  at  the  heart  of  the  old  Re- 
publican Statehood  Party  on  the  island,  n<  w  the  New  Progressive  Party.  It  h 
understood  by  Gov.  Carlos  Romeio  Barcelo  and  San  Juan  Mayor  Hernan  Padilia, 
the  two  young,  dynamic  advocates  of  statehood.  I  know  it  is  profoundly  under- 
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stood  by  Luis  Ferre,  the  77-year-old  President  of  the  Senate,  who  was  governor 
of  Puerto  Rico  when  I  was  governor  of  California.  To  these  men,  statehood  is  an 
historical  imperative. 

It  is  as  simple  as  this:  If  we  in  the  United  States  cannot  design  a  model  for  a 
political  economy  that  is  sufficiently  attractive,  if  we  can't  win  over  our  fellow 
citizens  in  Puerto  Rico  to  the  nuptials  that  statehood  involves,  how  can  our 
model  succeed  as  an  instrument  of  foreign  policy  anywhere  in  the  world?  And,  if 
we  can  succeed  in  discovering  what  it  is  that  drags  on  the  statehood  idea,  what 
it  is  that  fosters  a  volatile  independent  movement  that  can  harbor  assassins, 
perhaps  we  can  shed  light  on  the  failures  of  American  foreign  policy  around  the 
world  this  past  quarter  century. 

How  do  we  begin  to  understand  Iran,  and  what  has  gone  wrong  in  the  Middle 
East,  if  we  cannot  fathom  Puerto  Rico — what  it  is  that  repels  it  as  it  is  drawn  to 
us? 

The  one  thing  I  can  say  for  sure,  because  it  Is  a  part  of  human  nature,  is  that 
you  cannot  arrange  a  marriage  unless  both  spouses  believe  the  union  will  be 
greater  than  the  sum  of  its  parts.  Because  of  this,  I  don't  believe  statehood  will 
be  achieved  until  a  great  majority  of  Puerto  Ricans — not  just  a  simple  majority — 
feel  the  pull  of  statehood  with  passion. 

Some  Puerto  Rican  leaders  here  argue  that  the  people  of  Puerto  Rico  must 
sacrifice  in  order  to  enjoy  statehood,  especially  by  means  of  greater  tax  burdens. 
Yet  Puerto  Ricans  already  face  higher  tax  rates  and  they  have  shed  a  dispro- 
portionate share  of  blood,  relative  to  mainland  citizens,  in  our  wars.  Thus,  an 
American  President  will  have  to  work  with  Governor  Romero  to  integrate  the 
two  separate  fiscal  systems  in  a  way  that  increases  opportunity  for  the  average 
island  citizen,  and  thereby  makes  statehood  an  attractive  proposition  rather 
than  an  increased  burden.  Govornor  Romero  has  already  been  moving  in  this 
direction,  systematically  lowering  tax  rates  in  preparation  for  merger. 

In  the  1980s,  the  American  President  must  understand  that  for  U.S.  foreign 
policy  to  succeed  it  must  be  magnetic,  as  opposed  to  expansive.  This  means  we 
must  once  again  make  economic  policy  an  essential  ingredient  of  foreign  policy. 
This  is  behind  my  idea  of  statehood  for  Puerto  Rico. 

FOREIGN    POLICY    FAILURES 

At  the  heart  of  our  foreign  policy  failures  of  the  last  25  years,  I  believe,  has 
been  the  attempt  to  export  "economic  expansion"  through  dollars,  rather  than 
ideas.  While  the  rest  of  the  world  waited  for  us  to  assist  in  the  development  along 
the  lines  of  our  own  "land  of  opportunity/'  we  responded  with  ideas  that  were 
never  part  of  our  own  development:  high  tax  rates,  plenty  of  public  debt,  devalued 
currencies  and  less  rather  than  more  democracy  in  the  guidance  of  state-capitalist 
systems. 

Looking  back  on  it,  it  should  be  no  wonder  that  GI  Joe  was  turned  into  the 
Ugly  American. 

And  now,  in  our  backyard,  the  Cubans  are  handing  out  AK-47  rifles  even  as 
they  advertise  their  system — all  over  the  region — as  the  path  of  progress.  And 
we  sit  on  our  thumbs.  The  "Cuban  Model' '  has  been  a  disaster.  Cuba  is  incapable 
of  providing  its  people  with  the  essentials  of  life.  It  is  totally  dependent  on  the 
U.S.S.R.,  which,  in  turn,  depends  on  us  for  its  food.  Yet,  with  noisy  propaganda 
and  active  support  of  violent  revolution  borne  of  economic  failures,  the  Soviet- 
Cuban  offensive  in  Latin  America  continues  to  slice  off  one  piece  of  salami  at  a 
time 

An  American  counteroffensive  must  rely  on  the  greatest  weapon  we  have:  the 
hope  of  a  better  life,  achieved  by  adopting  America's  recipe  for  prosperity.  It  must 
advertise  the  proven  secrets  of  economic  growth,  upward  mobility  for  the  poor, 
and,  ultimately,  political  stability — even  as  we  return  to  this  recipe  ourselves: 
reasonable  tax  rates,  modest  regulation,  balanced  budgets  and  stable  currency. 

Instead  of  letting  our  competitors  pick  the  battleground  of  violent  revolution,  we 
should  pick  a  peaceful  battleground  of  competition  between  economic  systems.  In- 
stead of  reacting  with  force  to  revolutionary  situations,  we  should  preempt  those 
situations  with  a  positive  foreign  policy.  We  can  build  from  a  bridgehead  in  Puerto 
Rico.  To  show  the  world  that  the  American  idea  can  work  in  Puerto  Rico  is  to 
show  that  our  idea  can  work  everywhere. 
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ATTACHMENT  C 

CHARACTERISTICS  OF  UNEQUAL  TREATMENT  AND  ESTIMATED  ADDITIONAL  FEDERAL  ASSISTANCE  IN  1979  HAD 
PUERTO  RICO  BEEN  TREATED  LIKE  A  STATE 

Estimated 


assistanot 
under  state- 
Federal  department  and  program  How  Puerto  Rico's  treatment  differs  from  States  (millions)  > 

Education:2  Elementary  and  secondary  education    Different  allocation  formula  applied $68 

(title  1). 
Health  and  Human  Services:2 

Supplemental  security  income  (SSI) Excluded 304 

Aid  to  families  with  dependent  children  and    Federal  matching  rate  set  at  75  percent  and  island  62 

adult  programs  (AFDC).  funding  subject  to  a  ceiling  for  fiscal  year  1979. 

Social  services  (title  XX  of  Social  Security  Act)...  Instead  of  being  included  in  the  formula,  $15,-  24 

000,000  are  set  aside  for  Puerto  Rico. 
Medicaid  (medical  assistance  program,  title  XIX    Matching  rate  set  at  50  percent  and  island  funding  82 

of  Social  Security  Act).  subject  to  a  ceiling  in  fiscal  year  1979. 

Treasury:  General  revenue  sharing Not  included 263 

Plus:  Earned  income  credit  payments  (see  pp.  128 31 

and  129). 

Less:  Projected  reduction  in  food  stamps  due  to (113) 

projected  increases  in  SSI  and  AFDC  payments. 

Total 721 

<  Calculations  are  described  in  app.  III.  In  each  case,  we  consulted  Federal  officials  responsible  for  administering  the 
programs,  and  they  concurred  with  the  methods  for  computing  estimates. 
2  Department  of  Health,  Education,  and  Welfare  in  1979. 

Source:  General  Accounting  Office  Report  to  the  Congress,  Puerto  Rico's  Political  Future:  a  Divisive  Issue  with  Many 
Dimensions,  Mar.  2, 1981. 
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Then  the  Administration  decided  this  week  to  put  all  of  Puerto  Rico's  food  and 
nutrition  programs,  worth  $1.2  billion,  into  a  block  grant  and  cut  it  25  percent,  by 
$300  million.  Administration  officials  said  that  the  block  grant  would  allow  the  is- 
land's government  to  stimulate  local  agricultural  production  and  to  be  more 
responsive  to  local  food  preferences  in  its  nutrition  programs. 

"Perhaps  someone  is  suggesting  that  we  just  stuff  ourselves  with  rice,  beans 
and  bananas,"  Commissioner  Corrada  said  after  he  learned  of  this  proposal, 
which  he  said  "smacks  of  latent  discrimination,  as  if  Puerto  Ricans  did  not  get  as 
hungry  as  other  Americans." 

In  Washington,  a  spokesman  for  the  Office  of  Management  and  Budget  de- 
fended the  proposed  changes  in  the  food  programs  and  said  they  were  aimed  at 
"giving  much  more  flexibility  at  the  local  end." 

"If  Puerto  Rico  happens  to  be  rather  heavy  with  welfare  recipeints,  the  people 
who  genuinely  need  welfare  benefits  will  get  them,"  said  the  spokesman,  Edwin  L. 
Dale  Jr.  He  added  that  the  cuts  amounted  to  a  trim  "around  the  edges  so  that 
people  won't  be  getting  duplicate  benefits." 

APPENDIX  M 
[From  the  Wall  Street  Journal,  Mar.  13. 1981] 

Budget  Cuts  Without  Representation 
(By  Robert  L.  Bartley) 

San  Juan,  Puerto  Rico. — "We  get  the  budget  cuts,  but  we  don't  get  the  tax 
cuts." 

It  does  not  take  long  on  this  island — just  long  enough,  for  example,  to  reach  the 
baggage  claim  area  of  the  Isla  Verde  International  Airport — to  learn  Puerto  Rico's 
dilemma  with  the  Reagan  administration's  new  economic  plan.  The  dilemma  is  of 
course  pertinent  to  the  fate  of  the  poorest  sizable  American  political  unit.  But  more 
profoundly,  the  same  dilemma  is  a  commentary  on  the  island's  status  as  the  only 
U.S.  area  with  commonwealth  status. 

Under  such  status,  Puerto  Ricans  are  American  citizens,  and  benefit  to  varying 
degrees  from  federal  welfare  programs  designed  for  the  poor.  Over  half  the  popula- 
tion, for  example,  receives  cvpones,  known  on  the  mainland  as  food  stamps.  Gov. 
Carlos  Romero-Barcelo  estimates  that  elimination  of  the  federal  CETA  program 
would  cost  his  municipalities  some  20,000  jobs.  Unemployment  is  already  officially 
counted  at  177,000,  or  17.5%  of  the  workforce. 

When  commonwealth  status  was  codified  in  1952,  though,  deference  to  the  slo- 
gans of  the  American  Revolution  gave  Puerto  Rico  its  own  tax  system.  Since  its 
citizens  have  no  voting  representation  in  Congress  or  in  presidential  elections,  its 
residents  are  exempt  from  federal  taxation.  While  Gov.  Romero-Barcelo  has 
started  to  implement  his  own  cuts  in  the  commonwealth's  substantial  income  tax, 
its  residents  would  not  benefit  from  the  federal  cuts  proposed  by  President 
Reagan. 

issue  dominates  politics 

The  issue  of  Puerto  Rico's  status — commonwealth,  state  of  the  union  or  independ- 
ent nation — has  dominated  the  island's  politics  since  it  was  ceded  by  Spain  in 
1898.  Puerto  Ricans  joke  that  if  three  schoolboys  were  assigned  a  theme  on  "The 
Elephant,"  the  American  would  write  "How  to  build  a  bigger  and  better  elephant." 
The  Frenchman  would  write,  "La  vie  sexulle  des  elephants."  The  Puerto  Rican 
would  write,  "The  elephant  and  the  status  of  Puerto  Rico." 

The  status  question  is  at  a  deadlock  following  the  divided  election  last  Novem- 
ber. The  1976  election  was  swept  by  Gov.  Romero-Barcelo  and  his  New  Progres- 
sive Party  (statehood),  and  he  had  promised  a  plebiscite  on  statehood  if  he  received 
a  clear  majority  of  the  1980  vote.  He  was  widely  expected  to  win  big  and  hold  the 
plebiscite,  but  retained  office  by  only  3,500  votes  after  weeks  of  recounts.  "I'm 
still  not  sure  I  didn't  beat  him,"  says  his  opponent,  former  Gov.  Rafael  Hernandez 
Colon.  Meanwhile,  the  senate  was  captured  by  the  Popular  Democratic  Party 
(commonwealth),  and  the  outcome  in  the  house  is  being  contested  in  court. 

As  usual,  the  Independence  Party  captured  only  5%  of  the  vote.  Independence 
militants  have  staged  publicity  catching  terrorism — as  in  the  destruction  of  nine 
National  Guard  planes  last  January  or  the  1954  shooting  in  the  U.S.  House  of 
Representatives.  But  even  allowing  that  some  commonwealth  voters  are  closet 
inaependentistas,  the  independence  cause  has  not  attracted  wide  backing.  The 
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ideals  of  U.S.  style  democracy  are  deeply  rooted — voting  participation  is  above 
mainland  levels  and  association  with  the  U.S.  brings  huge  economic  benefits. 

Nor  is  the  ordinary  Puerto  Rican  such  a  fool  as  to  give  up  lightly  the  enormous 
practical  advantages  of  U.S.  citizenship — all  the  more  so  since  nearly  every  family 
already  has  members  to  visit  on  the  mainland.  The  island's  population  is  3.2 
million,  while  an  estimated  2  million  Puerto  Ricans  live  on  the  mainland.  Any 
serious  move  toward  independence  would  unleash  a  flood  of  refugees. 

The  division  between  statehood  and  commonwealth  forces,  though,  runs  deep. 
Naturally  there  are  cultural  tensions  between  those  who  give  priority  to  joining 
the  English-speaking  mainland  and  those  who  give  priority  to  maintaining  a 
Spanish-speaking  heritage.  Perhaps  more  important  is  a  dispute  between  two 
competing  notions  of  economic  development. 

Tax  incentives  allowed  by  commonwealth  status  were  the  historical  corner- 
stone of  Operation  Bootstrap,  the  island's  enormously  successful  development  pro- 
gram. In  1950,  Puerto  Rico  had  a  per  capita  income  of  $347,  about  the  lowest  of 
any  of  the  Caribbean  islands.  Today  its  per  capita  income  of  nearly  $3,500  is  the 
highest  south  of  the  Rio  Grande. 

Operation  Bootstrap  offered  corporations  who  located  on  the  island  freedom 
from  federal  taxes,  so  long  as  they  did  not  repatriate  profits  to  the  mainland  prior 
to  liquidation  of  the  Puerto  Rican  subsidiary.  They  were  also  given  100%  exemp- 
tion from  local  taxes,  and  an  exemption  from  federal  minimum  wage  laws — all 
within  the  U.S.  market  rather  than  outside  tariff  walls  and  customs  red  tape.  In 
the  1950s  and  early  1960s,  Puerto  Rico  had  one  of  the  fastest  growth  rates  in  the 
world. 

The  Romero-Barcelo  administration  has  moved  away  from  this  formula.  It 
backed  minimum-wage  parity  with  the  mainland,  and  celebrates  the  higher 
payrolls  it  says  this  helped  cause.  It  imposed  taxes  on  corporate  profits,  and  it 
changed  its  industrial  development  sales  pitch.  Teodoro  Moscoso,  along  with 
fabled  Gov.  Luis  Munoz  Marin,  the  architect  of  Operation  Bootstrap,  gestures  to  a 
recent  development  ad:  "This  ad  didn't  even  mention  the  main  point-—you  don't 
pay  federal  taxes." 

In  essence,  the  commonwealth  forces  charge  that  the  Progressive  Party  is 
sacrificing  the  island's  economic  welfare  in  an  ideological  drive  equalizing  fiscal 
structures  with  the  mainland  to  facilitate  eventual  statehood.  They  see  statehood 
as  a  step  away  from  development  and  toward  welfare  dependency.  While  total 
federal  grants  and  expenditures  in  Puerto  Rico  are  only  half  the  national  average, 
they  come  to  something  like  $1,100  per  capita,  or  a  third  of  the  island's  income. 
Even  outspoken  opponents  cf  dependency,  however,  do  not  go  so  far  as  to  sup- 
port the  Reagan  cuts  in  welfare  programs.  "I'm  not  in  favor  of  taking  heroin  away 
from  someone  already  hooked  on  it,"  one  says. 

Governor  Romei  o-Barcelo  and  his  officials,  not  surprisingly,  take  an  entirely 
different  view.  They  see  increased  federal  payments  as  lightening  the  financial 
load  carried  by  the  commonwealth.  They  regard  their  changes  in  industrial  de- 
velopment strategy  as  a  correction  of  imbalances  in  Operation  Bootstrap,  and  a 
movement  toward  a  higher  level  of  development. 

In  1977,  they  complain  tax-exempt  profits  accounted  for  24%  of  the  island's 
gross  product.  This  threw  the  financial  burden  on  the  personal  income  tax  which, 
for  example,  had  a  top  rate  of  88%  compared  to  the  federal  maximum  of  70%  (and 
50%  on  "peisonal  service  income").  By  gaining  some  revenues  from  corporations, 
the  administration  was  emboldened  to  cut  the  income  tax,  to  a  maximum  of 
68%  in  1981,  and  a  proposed  new  top  rate  of  50%.  True  to  the  "Laffer  Curve," 
which  demonstrates  that  there  is  a  point  at  which  lower  tax  rates  will  produce 
higher  government  revenue.  Puerto  Rico's  personal  income  tax  revenues  them- 
selves increased  after  a  first-year  drop.  The  island's  real  growth  rate,  while  not 
back  to  the  heady  years  before  the  1973  recession,  has  modestly  outperformed  the 
mainland  average  since  the  tax  cuts. 

The  new  administration,  too,  thinks  it  has  discovered  something  to  sell  besides  a 
tax  haven — the  Puerto  Rican  labor  force.  Helicoptering  you  around  to  some  of 
the  island's  showcase  plants  Jose  Madera,  head,  of  the  industrial  development 
agency,  Formento,  gets  you  thinking  of  the  Puerto  Ricans  as  our  Japanese.  From 
manager  after  manager  he  elicits  testimony  of  zero  labor  turnover,  negligible 
absenteeism  and  productivity  and  quality  control  records  outstripping  mainland 
plants  of  the  same  companies. 

The  range  and  sophistication  of  products  being  processed  is  also  impressive — 
word-processing  printers,  liquid  chromotography  reagents,  medical  pacemakers. 
How  large  a  skill  and  management  pool  exists  for  such  companies  is  perhaps  a 


Digitized  by 


Google 


274 

unnecessary  and,  for  that  reason,  I  would  like  to  now  address  myself  to  several 
aspects  of  the  Food  Stamp  program  today. 

At  present,  the  Food  Stamp  program  is  of  vital  importance  to  millions  of  your 
fellow  Americans,  the  elderly  and  disabled,  poor  children,  the  unemployed  and 
working  families  who  earn  low  wages. 

Puerto  Rico  is  no  exception,  and  is  not  unique,  or  separate,  from  the  mainland 
when  it  comes  to  administering  a  program  that  had,  as  its  original  purpose,  the 
dual  task  of  easing  the  blight  of  hunger  and  malnutrition,  and  in  a  concomitant 
but  no  less  important  function  of  helping  American  food  producers,  wholesaler* 
and  retailers  in  easing  the  abundant  stock  c  t  food  products. 

Other  countries,  many  in  Latin  America  and  the  Caribbean,  have  trouble 
feeding  their  populations.  Malnutrition,  and  the  resultant  social  unrest  and  up- 
heaval, are  common  on  this  planet  of  ours. 

But,  in  the  United  States  and  despite  the  inroads  of  inflation  and  the  ravages 
of  an  economic  tightening  which  we  now  see  all  around  us,  the  Food  Stamp  pro- 
gram still  stands  out  as  a  program  whose  success  is  tinged  by  the  irony  that  it  works 
and  now  reaches  upwards  of  22  million  people. 

An  estimated  9.4  percent  of  the  total  participating  population  receiving  Food 
Stamp  benefits  live  in  Puerto  Rico. 

This  was  not  always  so  since  Puerto  Rico,  the  Virgin  Islands  and  Guam  did  not 
participate,  as  equal  partners  in  the  Nation,  in  the  Food  Stamp  program  until 
the  passage,  in  1971,  of  legislation  to  expand  the  program  nationwide,  and  eventu- 
ally eliminate  the  need  for  commodity  food  distribution  programs. 

The  full  impact  of  the  Food  Stamp  program  did  not  reach  United  States  citizens 
living  in  Puerto  Rico  until  1974  when  the  1971  law  took  effect. 

With  the  extension  of  the  program  to  the  Island,  and  subsequent  growth  in 
Puerto  Rico  to  reach  more  than  half  of  our  population,  personal  buying  habits 
of  Puerto  Rican  families  was  sharply  improved. 

I  can  flatly  state  that  the  remarkable  economic  advances  made  by  Puerto  Rico 
over  the  years  in  rising  from  abject  poverty  to  a  model  of  a  society  that  witnessed 
unprecedental  social  progress,  still  would  not  have  enabled  us  to  feed  the  less 
fortunate  in  our  society  were  it  not  for  the  Food  Stamp  program. 

More  than  any  other  single  Federal  assistance  program  benefitting  individuals, 
the  Food  Stamp  program  links  our  people  to  the  United  States.  There  are  some 
who  do  not  like  the  high  level  of  our  participation  and  I  include  myself  among 
them. 

We  are  interested  in  productivity  employing  our  citizens  in  job  creation,  in 
stimulating  additional  private  investment  in  Puerto  Rico  to  help  our  economy 
progress,  and  in  eventually  reducing  the  level  of  Food  Stamp  participants. 

Yet,  while  we  are  treated  equally  in  the  Food  Stamp  program,  we  are  dis- 
criminated against  in  other  Federal  programs  which  provide  income  to  U.S. 
citizens.  This  denial  of  equal  treatment  in  other  Federal  programs  has  resulted  in 
the  high  level  of  participation  in  the  Food  Stamp  program. 

Since  national  attention  is  presently  focused  on  Food  Stamps  and  attempts  to 
eliminate  fraud,  I  would  like  to  insert  a  summation  of  the  major  Federal  programs 
which  are  denied  Puerto  Rico,  either  through  existing  laws,  or  through  Adminis- 
trative decisions  (Attachment  C).  The  source  for  these  is  a  recent  (March  2,  1981) 
GAO  report  on  present  day  Puerto  Rico  and  its  problems,  entitled:  Puerto  Rico's 
Political  Future:  A  Divisive  Issue  with  many  Dimensions. 

Now,  I  would  like  to  briefly  describe  some  of  the  positive  economic  results  of 
extending  the  Food  Stamp  program  to  Puerto  Rico. 

First,  families  receive  access  to  adequate  nutritional  diet. 

Second,  health  standards  are  improved  by  these  purchases  and ; 

Third,  in  1979,  $6.5  billion  worth  of  food  was  bought  with  Food  Stamps  in  the 
Nation.  Puerto  Rico  buys  every  year  more  than  one  billion  dollars  in  food  from 
the  United  States  mainland,  a  good  portion  of  it  as  a  result  of  the  Food  Stamp 
program.  Most  of  these  funds  went  to  American  farmers,  food  processors  and 
distributors. 

In  Puerto  Rico,  food  processors,  wholesalers  and  distributors  also  benefit,  as 
do  the  nearly  15,000  marketing  outlets  around  the  Island  which  receive  and  process 
Food  Stamps. 

At  this  point,  Mr.  Chairman,  I  would  like  to  insert  an  attachment  describing 
some  of  the  major  and  imported  food  products  bought  from  the  U.S.  mainland  into 
Puerto  Rico.  Many  of  them  are  purchased  by  non-participants  in  the  Food  Stamp 
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As  to  the  higher  cost  of  living  in  the  Island,  let  me  point  out  that  during  1980, 
Federal  employees  in  Puerto  Rico  received  a  Cost  of  Living  Allowance  payment 
over  and  above  their  regular  pay  as  a  result  of  a  determination  of  the  Office  of 
Personnel  Management  that  cost  of  living  in  Puerto  Rico  is  higher  than  in 
Washington,  D.C.  by  five  percent.  Effective  November  16,  1980  this  COLA  was 
raised  to  7.5  percent,  substantiating  our  statement  that  cost  of  living  in  Puerto 
Rico  is  high  and  is  increasing  due  to  inflation  and  other  factors  used  to  index 
this  salary  adjustment. 

Third,  Puerto  Rico  receives  discriminatory  treatment  in  some  Federal  cash  assistance 
welfare  programs  and  is  totally  excluded  from  others.  This  creates  greater  demands 
for  food  stamps  in  the  Island  than  in  U.S.  mainland  areas  where  those  programs 
apply  in  full. 

Puerto  Rican  blind,  elderly  and  disabled  do  not  receive  Supplementary  Se- 
curity Income  and  AFDC  benefits  are  restricted  by  a  $72  million  cap  on  total 
spending.  SSI  benefits  and  other  welfare  payments  count  as  income  for  the  pur- 
>oses  of  the  Food  Stamp  program  and  Puerto  Ricans  do  not  receive  these  benefits, 
f  SSI  benefits  were  extended  to  the  Island,  payments  of  approximately  $400 
million  under  that  program  would  substantially  reduce  food  stamp  expenditures. 
The  average  welfare  grant  in  the  United  States  mainland  is  $225.12  per  month, 
while  in  Puerto  Rico,  the  average  grant  is  an  estimated  $47.31  per  month,  for 
four-person  households,  a  disparity  that  is  obvious. 

The  size  of  the  Food  Stamp  program  has  stabilized  in  Puerto  Rico  and  the 
Island's  Department  of  Social  Services  is  carefully  administering  the  program 
to  ensure  that  it  functions  in  an  effective  and  efficient  manner. 

In  a  recent  visit  to  the  Island  with  Congressman  Fred  Richmond  we  found  that 
the  rate  of  fraud  and  abuse  in  Puerto  Rico's  Food  Stamp  program  is  below  the 
national  average.  There  is  11.3  percent  error  in  Puerto  Kico  compared  to  12.8 
nationally  and  12  percent  less  fraud  and  abuse  in  Puerto  Rico  than  in  the  program 
as  a  whole. 

On  the  subject  of  cost  of  living,  I  would  like  to  point  out  that  the  past  seven 
years  have  seen  high  increases  in  the  prices  of  goods  and  services  in  Puerto  Rico. 
The  additional  burden  of  maritime  transportation  costs,  handling  and  distri- 
bution of  goods  and  services  in  Puerto  Rico  and  the  energy  problem  created  by 
enormous  increases  in  the  price  of  foreign  oil  we  depend  for  our  energy  production 
gave  rise  to  an  inflationary  crisis  which  reached  its  most  critical  period  during 
1973,  1974  and  1975.  The  increase  in  price  levels  was  7.4  percent,  19.8  percent  and 
8.6  percent  during  those  years  for  Puerto  Rico. 

Puerto  Ricans  as  American  citizens  shoulder  their  share  of  burden  for  the 
national  defense  of  this  country  and  a  common  responsibility  with  our  fellowU.S. 
citizens  on  the  mainland  in  striving  for  social  equality.  Any  attempt  to  apply  a 
different  standard  to  the  Island  when  the  Food  Stamp  legislation  is  being  con- 
sidered by  your  Subcommittee  would  countervail  our  attempts  in  Congress  to 
achieve  parity  with  the  mainland  in  Federal  assistance  programs. 

This  brings  me  to  another  point. 

President  Reagan,  in  a  statement  published  in  the  February  11,  1980  edition 
of  the  Wall  Street  Journal,  expressed  that  if  the  United  States  cannot  design  a 
model  for  a  political  economy  that  is  sufficiently  attractive  in  Puerto  Rico,  if  we 
cannot  win  over  our  fellow  citizens  in  Puerto  Rico,  how  can  our  model  succeed 
as  an  instrument  of  foreign  policy  anywhere  in  the  world?  Attached  to  my  testi- 
mony you  will  find  a  copy  of  that  article  (Attachment  B). 

The  question  he  poses,  I  might  add,  leads  to  another: 

If  Puerto  Rico's  economy  and  its  social  development  is  devastated,  how  can 
any  Puerto  Rican  tell  people  in  other  countries  aiound  the  world  that  the  United 
States  and  its  relationship  with  our  Island  is  an  example  of  how  cur  economic 
system  works? 

That  question  is  valid.  While  we  all  commend  the  efforts  of  the  Reagan  Ad- 
ministration in  achieving  spending  restraint,  fair  tax  adjustments,  regulatory 
reform  and  a  strengthened  national  security,  some  of  the  budgetary  means  to 
accomplish  these  goals  are  a  threat  to  mere  survival  for  the  poorest  American 
citizens. 

When  it  comes  to  the  Food  Stamp  program,  let  me  make  it  abundantly  clear 
that  we  share  as  equal  partners  in  the  American  dream,  and  that  any  attempt 
to  discriminate  or  treat  Puerto  Ricans  differently  in  the  present  budgetary  plan 
unfolding  before  us  will  be  viewed  in  Puerto  Rico  as  an  insult. 

As  we  share  in  the  national  defense,  Puerto  Ricans  will  share  in  the  national 
sacrifices  being  brought  upon  us.  I  will  oppose  those  cutbacks  where  I  feel  they  are 
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ATTACHMENT  B 

[From  the  Wall  Street  Journal,  Feb.  11,  1980] 

Puerto  Rico  and  Statehood 

(By  Ronald  Reagan) 

When  I  formally  announced  my  intention  to  seek  the  Republican  presidential 
nomination  in  1980,  my  televised  speech  to  the  nation  included  a  commitment  to 
not  only  support  statehood  for  Puerto  Rico  if  the  people  of  the  island  Common- 
wealth desire  statehood.  It  also  included  a  commitment  that  as  President,  I  would 
initiate  statehood  legislation,  which  really  means  that  I  would  take  the  lead  in 
persuading  the  people  of  Puerto  Rico — the  mainland  United  States — all  American 
citizens — that  statehood  will  be  good  for  all  of  us. 

A  number  of  people,  including  close  friends,  wondered  about  my  remarks.  Not 
that  they  oppose  the  statehood  idea.  They  just  thought  that  it  seemed  odd  that  I 
would  put  such  emphasis  on  an  issue  that  strikes  them  as  routine,  when  U.S. 
foreign  policy  positions  everywhere  seem  to  be  collapsing.  But  then  I  remind  my 
friends  that  in  1976,  when  many  U.S.  foreign  policy  positions  were  collapsing,  I 
was  putting  great  emphasis  on  the  Panama  Canal. 

By  this  observation  I  mean  to  suggest  that  we  cannot  expect  our  foreign  policies 
to  be  enjoying  prestige  around  the  world — attracting  support  instead  of  collapsing — 
when  we  are  having  serious  problems  with  our  closest  neighbors.  The  American 
people  lost  the  debate  over  the  Canal  when,  despite  their  opposition  to  the  treaties, 
President  Carter  pushed  them  through.  We  were  going  to  win  the  applause  of  the 
Third  World,  remember? 

Now,  it  is  no  longer  our  neighbors  who  are  being  pulled  away  from  us  in  the 
world-wide  tug-of-war.  Now — at  least  in  this  hemisphere — the  pivot  of  the  struggle 
is  among  our  fellow  citizens  in  the  Puerto  Rico  Commonwealth. 

"YANKEE    IMPERIALISM" 

Fidel  Castro  hardly  lets  a  speech  go  by  without  denouncing  "Yankee  imperi- 
alism" in  Puerto  Rico  and  calling  for  its  total  independence  from  the  United 
States.  The  idea  is  not  confined  to  blustering  speeches  at  Havana's  Third  World 
conferences  or  in  the  United  Nations.  Eaily  in  December,  it  came  out  ot  the 
point  of  a  gun.  A  few  miles  from  San  Juan,  two  Navy  employee  were  assassinated 
by  the  Soviet-made  machine  guns  of  terrorists  who  represent  the  tiny  independ- 
ence movement  on  Puerto  Rico. 

While  the  world  watches  the  Iranian  drama  unfold,  comrades  ot  Cuba  and  its 
allies  have  now  established  a  beachhead  of  violence  on  American  shores. 

Our  keen  "peacefully  coexisting"  competitor,  the  Soviet  Union,  is  not  unaware 
ot  the  importance  of  Puerto  Rico  in  the  great  global  contest  of  ideas.  As  a  "Com- 
monwealth" Puerto  Rico  is  now  neither  a  state  nor  independent,  and  thereby 
has  an  historically  unnatural  status.  There  is  this  raw  nerve  to  rub,  and  our 
Marxist- Leninist  competitors  rub  it.  They've  long  thought  of  the  island  economies 
of  the  Caribbean  as  easy  maiks.  I  do  not  suggest  that  the  Kremlin  strategists 
expect  to  snap  Puerto  Rico  into  the  Communist  orbit  any  time  soon,  only  that 
they  find  it  convenient  to  use  its  unnatural  status,  creating  tensions  around  the 
idea  of  American  "colonialism."  "Yankee  imperialism."  We  can't  merely  defend 
ourselves  against  this  attack.  We  must  ourselves  attack,  not  with  terror,  but  with 
statehood. 

It  is  not  only  that  the  fact  of  Puerto  Rican  statehood  would  deny  Mr.  Castro 
a  raw  nerve.  But,  in  cementing  itself  to  us  as  the  51st  state,  with  unbreakable 
bonds,  Puerto  Rico  would  represent  a  positive  bridgehead  into  the  Caiibbean, 
Latin  America  and  the  developing  world. 

This  geopolitical  concept  of  Puerto  Rico's  exposed  position  on  the  front  lines  of 
geopolitics  isn't  new  on  my  account,  by  any  means.  It  is  at  the  heart  of  the  old  Re- 
publican Statehood  Party  on  the  island,  n<  w  the  New  Progressive  Party.  It  u 
understood  by  Gov.  Carlos  Romeio  Barcelo  and  San  Juan  Mayor  Hernan  Padilia, 
the  two  young,  dynamic  advocates  of  statehood.  I  know  it  is  profoundly  under- 
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stood  by  Luis  Ferre,  the  77-year-old  President  of  the  Senate,  who  was  governor 
of  Puerto  Rico  when  I  was  governor  of  California.  To  these  men,  statehood  is  an 
historical  imperative. 

It  is  as  simple  as  this:  If  we  in  the  United  States  cannot  design  a  model  for  a 
political  economy  that  is  sufficiently  attractive,  if  we  can't  win  over  our  fellow 
citizens  in  Puerto  Rico  to  the  nuptials  that  statehood  involves,  how  can  our 
model  succeed  as  an  instrument  of  foreign  policy  anywhere  in  the  world?  And,  if 
we  can  succeed  in  discovering  what  it  is  that  drags  on  the  statehood  idea,  what 
it  is  that  fosters  a  volatile  independent  movement  that  can  harbor  assassins, 
perhaps  we  can  shed  light  on  the  failures  of  American  foreign  policy  around  the 
world  this  past  quarter  century. 

How  do  we  begin  to  understand  Iran,  and  what  has  gone  wrong  in  the  Middle 
East,  if  we  cannot  fathom  Puerto  Rico — what  it  is  that  repels  it  as  it  is  drawn  to 
us? 

The  one  thing  I  can  say  for  sure,  because  it  is  a  part  of  human  nature,  is  that 
you  cannot  arrange  a  marriage  unless  both  spouses  believe  the  union  will  be 
greater  than  the  sum  of  its  parts.  Because  of  this,  I  don't  believe  statehood  will 
be  achieved  until  a  great  majority  of  Puerto  Ricans — not  just  a  simple  majority — 
feel  the  pull  of  statehood  with  passion. 

Some  Puerto  Rican  leaders  here  argue  that  the  people  of  Puerto  Rico  must 
sacrifice  in  order  to  enjoy  statehood,  especially  by  means  of  greater  tax  burdens. 
Yet  Puerto  Ricans  already  face  higher  tax  rates  and  they  have  shed  a  dispro- 
portionate share  of  blood,  relative  to  mainland  citizens,  in  our  wars.  Thus,  an 
American  President  will  have  to  work  with  Governor  Romero  to  integrate  the 
two  separate  fiscal  systems  in  a  way  that  increases  opportunity  for  the  average 
island  citizen,  and  thereby  makes  statehood  an  attractive  proposition  rather 
than  an  increased  burden.  Govornor  Romero  has  already  been  moving  in  this 
direction,  systematically  lowering  tax  rates  in  preparation  for  merger. 

In  the  1980s,  the  American  President  must  understand  that  for  U.S.  foreign 
policy  to  succeed  it  must  be  magnetic,  as  opposed  to  expansive.  This  means  we 
must  once  again  make  economic  policy  an  essential  ingredient  of  foreign  policy. 
This  is  behind  my  idea  of  statehood  for  Puerto  Rico. 

FOREIGN    POLICY    FAILURES 

At  the  heart  of  our  foreign  policy  failures  of  the  last  25  years,  I  believe,  has 
been  the  attempt  to  export  "economic  expansion"  through  dollars,  rather  than 
ideas.  While  the  rest  of  the  world  waited  for  us  to  assist  in  the  development  along 
the  lines  of  our  own  "land  of  opportunity,"  we  responded  with  ideas  that  were 
never  part  of  our  own  development:  high  tax  rates,  plenty  of  public  debt,  devalued 
currencies  and  less  rather  than  more  democracy  in  the  guidance  of  state-capitalist 
systems. 

Looking  back  on  'it,  it  should  be  no  wonder  that  GI  Joe  was  turned  into  the 
Ugly  American. 

And  now,  in  our  backyard,  the  Cubans  are  handing  out  AK-47  rifles  even  as 
they  advertise  their  system — all  over  the  region — as  the  path  of  progress.  And 
we  sit  on  our  thumbs.  The  "Cuban  Model"  has  been  a  disaster.  Cuba  is  incapable 
of  providing  its  people  with  the  essentials  of  life.  It  is  totally  dependent  on  the 
U.S.S.R.,  which,  in  turn,  depends  on  us  for  its  food.  Yet,  with  noisy  propaganda 
and  active  support  of  violent  revolution  borne  of  economic  failures,  the  Soviet- 
Cuban  offensive  in  Latin  America  continues  to  slice  off  one  piece  of  salami  at  a 
time 

An  American  counteroffensive  must  rely  on  the  greatest  weapon  we  have:  the 
hope  of  a  better  life,  achieved  by  adopting  America's  recipe  for  prosperity.  It  must 
advertise  the  proven  secrets  of  economic  growth,  upward  mobility  for  the  poor, 
and,  ultimately,  political  stability — even  as  we  return  to  this  recipe  ourselves: 
reasonable  tax  rates,  modest  regulation,  balanced  budgets  and  stable  currency. 

Instead  of  letting  our  competitors  pick  the  battleground  of  violent  revolution,  we 
should  pick  a  peaceful  battleground  of  competition  between  economic  systems.  In- 
stead of  reacting  with  force  to  revolutionary  situations,  we  should  preempt  those 
situations  with  a  positive  foreign  policy.  We  can  build  from  a  bridgehead  in  Puerto 
Rico.  To  show  the  world  that  the  American  idea  can  work  in  Puerto  Rico  is  to 
show  that  our  idea  can  work  everywhere. 


Digitized  by 


Google 


278 

ATTACHMENT  C 

CHARACTERISTICS  OF  UNEQUAL  TREATMENT  AND  ESTIMATED  ADDITIONAL  FEDERAL  ASSISTANCE  IN  1979  HAD 
PUERTO  RICO  BEEN  TREATED  LIKE  A  STATE 

Estimated 

additional 

assistance 

under  state- 

hood 

Federal  department  and  program  How  Puerto  Rico's  treatment  differs  from  States  (millions)  * 

Education:2  Elementary  and  secondary  education    Different  allocation  formula  applied $68 

(title  1). 
Health  and  Human  Services:2 

Supplemental  security  income  (SSI) Excluded 304 

Aid  to  families  with  dependent  children  and    Federal  matching  rate  set  at  75  percent  and  island  62 

adult  programs  (AFDC).  funding  subject  to  a  ceiling  for  fiscal  year  1979. 

Social  services  (title  XX  of  Social  Security  Act)...  Instead  of  being  included  in  the  formula,  $15,-  24 

000,000  are  set  aside  for  Puerto  Rico. 
Medicaid  (medical  assistance  program,  title  XIX    Matching  rate  set  at  50  percent  and  island  funding  82 

of  Social  Security  Act).  subject  to  a  ceiling  in  fiscal  year  1979. 

Treasury:  General  revenue  sharing Notincluded 263 

Plus:  Earned  income  credit  payments  (see  pp.  128 31 

and  129). 

Less:  Projected  reduction  in  food  stamps  due  to (113) 

projected  increases  in  SSI  and  AFDC  payments. 

Total 721 

» Calculations  are  described  in  app.  III.  In  each  case,  we  consulted  Federal  officials  responsible  for  administering  the 
programs,  and  they  concurred  with  the  methods  for  computing  estimates. 
2  Department  of  Health,  Education,  and  Welfare  in  1979. 

Source:  General  Accounting  Office  Report  to  the  Congress,  Puerto  Rico's  Political  Future:  a  Divisive  Issue  with  Many 
Dimensions,  Mar.  2, 1981. 
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[The  following  material  was  submitted  by  Dr.  Richard  Weisskoff, 
Iowa  State  University,  see  p.  18  for  the  oral  statement  of  Dr.  Weiss- 
koff:] 

The  Food  Stamp  Program  in  Puerto  Rico:  An  Appraisal 

(By  Dr.  Richard  Weisskoff) 

THE    PROBLEM 

(1)  The  Food  Stamp  Program  in  Puerto  Rico  currently  absorbs  $70  million  per 
month  and  reaches  1.9  million  people  of  a  population  of  3.2  million.  That  fc,  Puerto 
Rico  with  1.5  percent  of  the  U.S.  citizens  takes  11  percent  of  the  total  U.S.  Food 
Stamp  budget. 

(2)  Since  the  extension  of  Food  Stamps  to  Puerto  Rico  in  July  1974,  the  U.S. 
has  spent  over  $3.6  billion.  The  current  programs  have  been  running  over  $800 
million  per  year. 

(3)  Within  Puerto  Rico,  the  Food  Stamp  Program  has  had  an  impact  far  great- 
er than  expected  by  the  enabling  legislation.  According  to  the  1980  Population 
Census,  58.8  percent  of  Puerto  Ricans  are  enrolled  in  the  Food  Stamp  Program. 
According  to  a  1975  USDA  study  on  Puerto  Rico,  75  percent  of  the  tamilies  are 
eligible  under  the  rules.  In  other  words,  the  share  of  the  population  already  on 
Food  Stamps  is  high  and  may  become  higher  yet. 

(4)  Puerto  Rico  has  become  the  "Food  Stamp  Economy"  par  excellence,  with 
Food  Stamps  as  the  major  welfare  program  and  the  remainder  of  the  economy 
thriving  on  the  indirect  "benefits"  as  they  transacted  throughout  the  economy,  as 
in  retailing,  wholesaling,  transport,  and  other  services. 

(5)  Other  effects  of  the  Food  Stamp  Program  in  Puerto  Rico  are: 

(a)  Destroy  subsistence  economy  and  force  workers  into  the  cash  and  'clandestine* 
economy 

Before  Food  Stamps,  no  major  U.S.  welfare  program  had  been  extended  to 
Puerto  Rico  without  stringent  limits.  Hence,  even  the  very  poorest  people  in 
Puerto  Rico  who  had  maintained  themselves  by  growing  their  own  food,  also 
worked  seasonally  in  menial,  low-paying  jobs  in  order  to  survive  in  the  cash 
economy. 

By  providing  the  Food  Stamp  subsidy  to  these  workers,  informal  cash  wages 
have  been  forced  lower  for  those  who  still  need  money  earned  "under  the  table" 
in  order  that  their  poverty  status  not  be  jeopardized. 

(b)  Stifle  work  incentive  and  bid  up  the  "legal"  wage 

Food  Stamps  provide  a  cushion  to  low-wage  rural  workers  to  quit  work  alto- 
gether and  to  refuse  to  work  except  for  a  higher  wage  than  previously  earned, 
if  their  earnings  are  to  be  recorded.  Together  with  (a)  above,  we  find  a  "schizoid" 
wage  structure :  a  lower  wage  for  the  clandestine  workers  and  a  higher  wage  for 
the  'formally*  employed. 

(c)  Sustained  high  rates  of  unemployment 

With  the  arrival  of  Food  Stamps  in  Puerto  Rico,  the  unemployment  rate  has 
risen  from  an  annual  average  of  12  percent  to  nearly  20  percent  for  every  year 
since  1974.  The  official  "participation  rate"  (those  adults  seeking  work)  has  fallen 
from  45  to  42  percent.  Thus,  between  the  "unemployed"  and  those  who  have  given 
up  seeking  employment,  nearly  two-thirds  or  65  percent  of  adults  are  not  working ; 
only  35  percent  of  adults  are  actually  working. 

(d)  Absence  of  nutritional  information  on  native  foods;  promotion  of  imports 
The  family,  now  with  cash — or,  rather,  food  stamp — income,  obtains  its  food 

through  stores — the  import-laden  depot — which  now  porvides  the  basic  diet, 
based  on  foods  made  available  from  the  monopolizing  importers  and  distributors. 
This  "new"  diet  may  be  more  nutritious.  If  so,  this  is  fortuitous,  since  no  in- 
formation is  provided  to  the  family  to  aid  it  in  comparing  the  nutritional  values 
of  the  local,  home-grown  foods  and  the  store-available  imported  ones.  The  re- 
sulting consumption  patterns  are  thus  the  consequence  of  advertising  and  tradi- 
tion, not  of  any  new  information  which  comes  along  with  the  Food  Stamps. 
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(e)  Destruction  of  the  Rural  Economy  through  Food  Stamps  and  Increases  in 
F.8.  Participation 
The  last  years  have  seen  an  acceleration  of  the  disintegration  of  the  rural 
economy  which  has  been  termed  the  "exchange"  economy,  subsistence,  "self- 
sufficiency",  home-food,  garden  plot,  or  minifundia.  The  abandonment  of  the 
small  family  plots  has  led  to  a  stable  and  high  dependency  on  Food  Stamps — 
with  no  alternatives  in  sight ! 

(/)  Other  Economic  Collapses  Increase  Food  Stamp  Participation 

As  the  legal  minimum  wage  has,  for  political  reasons,  been  raised  to  Federal 
levels  (it  is  currently  $3.10  per  hour),  labor-intensive  industry  has  abandoned 
Puerto  Rico  for  even  poorer  lands,  such  as  Taiwan,  Korea,  Haiti,  and  South 
Africa,  for  example.  (Over  2,000  plants  remain  most  highly -mechanized  and 
polluting).  The  large  agricultural  plantations  producing  sugarcane,  cigar  tobacco 
and  coffee  have  shut  down  too  with  the  competition  from  the  more  cheaply- 
raised  commodities  from  other  poor  areas  of  the  Third  World.  The  final  collapse 
of  the  family-plot,  food-producing  farmer  has  thrown  an  even  further  burden 
onto  the  Food  Stamp  Program  and  onto  other  Federal  programs — such  as  CET. . 
agricultural  subsidies,  road  projects,  and  government  services. 

In  other  words,  the  Food  Stamp  Program  has  bad  thrust  upon  it  the  task  of 
rescuing  a  collapsing  economy,  an  economy  which  is  collapsing  for  a  variety  of 
reasons,  many  of  which  long  precede  the  Program  and  many  of  which  have 
intensified  by  the  very  rescue  operation  itself! 

(g)  Puerto  Rican  Solutions  not  Forthcoming 

The  absence  of  the  Puerto  Rican  Government's  own  comprehensive  Development 
Program  has  thrown  an  increased  burden  on  the  Federal  programs — like  Food 
Stamps.  Puerto  Rico's  response  to  its  own  economic  difficulties  has  been  to  con- 
tinue the  very  policies  that  have  resulted  in  the  crisis  (tax-exemptions  to  corpora- 
tions, further  industrial  promotion,  tourism,  out-migration,  mass  sterilization) 
plus  a  series  of  questionable  and  dangerous  agricultural  "experiments"  (rice- 
growing  using  Texas  technology ! ) ,  costly  subsidies  to  ongoing-activities,  such  as 
sugarcane,  and  the  simple  aggrandizement  of  the  government  bureaucracy.  This 
bloating  of  the  public  sector  as  the  employer  of  both  first-and-Iast  resort,  include* 
the  Food  Stamp  administration  of  the  Food  Stamp  program,  which  is  built  on  and 
responds  to  Party  loyalty  and  hierarchy.  This  party  loyalty,  in  the  end,  carries  as 
well  its  own  economic  loyalties.  Thus,  the  largest  "income-generating"  sector — 
government  service — becomes  a  tool  for  both  its  own  economic  and  political  per- 
petuation, an  excuse  and  an  obstacle  to  the  introduction  of  truly  productive  activ- 
ity, and  an  instrument  of  electoral  politics. 

(h)  Federal  Response  to  Puerto  Rico  not  Coherent 

There  has  never  been  a  coherent  Federal  (read,  "colonial")  policy  toward 
Puerto  Rico.  The  Congress  has  extended  various  programs  to  Puerto  Rico,  depend- 
ing on  circumstances,  pressures,  funding,  lobbying,  responses  to  crises  or  prosper- 
ity. The  Food  Stamp  "extension"  to  Puerto  Rico  represents  yet  another  legislative 
whim,  whose  effects  were  unstudied  and  unanticipated.  It  fits  in  no  policy  frame- 
work, other  than  that  appropriate  to  and  consistent  with  U.S.  Food  Policy.  It  is 
irrelevant  whether  or  not  U.S.  policies  are  designed  to  meet  the  needs  of  the  people 
affected  by  the  Program  in  Puerto  Rico. 

Eschewing  colonies,  America  has  never  had  an  above-board,  coherent  set  of 
principles  by  which  it  treats  its  relations  with  its  "outlying  territories."  However, 
the  Commonwealth  status  accorded  by  the  Congress  to  Puerto  Rico  has  resulted  in 
making  Puerto  Rico  no  less  a  ward  of  the  Congress  than  before.  The  Common- 
wealth economy  is  collapsing,  and  the  Food  Stamp  Program,  writing  itself  in  for 
other  purposes  has  become  the  life-jacket. 

The  recent  Federal  response  has  taken  its  usual  form :  commissioning  another 
study,  this  one  the  grotesque  "Economic  Study  of  Puerto  Rico,"  released  in  Decem- 
ber 1979  in  1079  pages.  Less  than  a  year  later,  there  is  talk  of  updating  that  study ! 

To  summarize,  Puerto  Rico's  incorporation  into  the  U.S.  Food  Stamp  Program 
has  taken  on  a  more  permanent  and  all  pervasive  nature.  Despite  the  intentions 
of  the  Act  and  our  cognizance  of  the  other  trends  long  operating  within  the  Puerto 
Rican  economy,  the  Food  Stamp  Program  has  weakened  and  continues  to  weaken 
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ilies  here  will  pay  their  share  of  that  bill  with  food  stamps,  part  of  the  $3.3  billion 
in  United  States  transfer  payments  that  keep  the  island's  economy  afloat. 

'People  look  at  farming  as  something  no  intellectual  person  would  do— it's 
O.K.  for  my  dumb  cousin,"  said  Mr.  Vicente-Chandler. 

COMPETITION   ON   TWO  FRONTS 

Only  the  local  livestock  and  dairy  industries,  which  depend  on  imported  feeds, 
have  thrived. 

Because  of  their  ties  to  the  United  States,  Puerto  Rican  farmers  have  been 
caught  in  a  bind  in  the  competition  for  both  local  and  export  markets. 

The  purchasing  power  of  food  stamps  has  increased  the  popularity  of  super- 
markets. Local  farmers  have  to  compete  in  quality,  reliability  and  price  with  high- 
technology,  high-volume  farming  on  the  mainland,  as  well  as  with  the  occasional 
but  ruinous  dumping  of  agricultural  products  here  by  the  United  States. 

Local  growers  must  also  compete  in  pricing  with  foreign  producers  who  keep 
costs  down  by  paying  subsistence  wages.  Field  workers  in  Puerto  Rico  receive  the 
United  States  minimum  wage  and  double  time  for  overtime. 

BICE    PROJECT    WAS    TO    TURN    TIDE 

The  rice  project  was  originally  conceived  as  a  highly  mechanized  undertaking 
for  high-yield,  low-cost  production  which,  without  shipping  costs,  could  compete 
successfully  with  outsiders. 

A  four-year  study  by  a  team  headed  by  Mr.  Vicente-Chandler  at  the  University 
of  Puerto  Rico  Agricultural  Experimental  Station  showed  that  the  island  could 
get  rice  yields  as  high  as  on  the  mainland,  at  least  two  crops  a  year  and,  by  saving 
three  cents  a  pound  on  shipping,  could  easily  compete  with  the  mainland. 

In  1973  Ruben  Berrios  Martinez,  leader  of  the  Puerto  Rican  Independence 
Party  and  then  a  member  of  the  Commonwealth's  Senate,  introduced  a  bill  to 
study  rice  growing  on  a  commercial  scale,  and  it  was  passed.  A  total  of  $600,000 
was  spent.  Some  went  to  Texas  A  &  M  University  to  review  the  Puerto  Rican 
study.  Some  went  into  studies  which  showed  that  Puerto  Rican  shoppers  would 
accept  the  island's  rice.  The  rest  went  into  planting  135  acres  and  setting  up  a 
small  Japanese  rice  mill. 

Salt  water  got  into  the  fields,  herbicides  and  pesticides  were  poorly  used,  the 
mill  was  inadequate  and  yields  were  about  half  what  Mr.  Vicente-Chandler's 
group  had  produced.  In  1976  the  project  was  abandoned. 

With  the  election  that  year  of  Gov.  Carlos  Romero  Barcelo  and  his  New  Progres- 
sive Party,  the  rice  project  was  revived  under  the  government's  Agriculture 
Development  Corporation. 

SERIES    OF    FALSE    STARTS 

Puerto  Rico  has  50,000  acres  in  humid  coastal  valleys  that  have  water  for 
Irrigation.  Initially  the  corporation  decided  to  develop  16,000  acres  that,  when 
ready  for  commercial  production,  would  be  turned  over  to  farmers  who  could 
underwrite  a  farm  of  250  to  500  acres  and  learn  and  apply  high-technology  farm- 
ing methods. 

After  a  series  of  false  starts,  the  government  negotiated  an  agreement  under 
which  Comet  Rice,  a  subsidiary  of  Early  California  Industries  Inc.  of  Houston, 
agreed  to  build  and  operate  a  mill  in  Puerto  Rico.  Meanwhile,  the  government 
signed  up  16  farmers  willing  to  rent  government  land  and  a  Mississippi  engineer- 
ing concern  to  get  the  land  ready  at  a  cost  first  believed  to  be  $500  an  acre  and 
now  believed  closer  to  $1,500  an  acre. 

A  dispute  arose  over  whether  the  land  should  be  contoured,  as  it  Is  in  southern 
rice-growing  states,  or  leveled,  as  it  is  in  California,  a  method  that  produces 
higher  yields  but  is  more  expensive.  The  government  wanted  the  land  leveled.  The 
Mississippi  concern  left. 

"We  wanted  to  assure  the  maximum  production,"  said  Antonio  Velcz  Ramos, 
Under  Secretary  of  Agriculture.  "Also  the  land  belonged  to  the  government — we 
wanted  to  make  it  perfect  initially." 

WATER    RAN    OUT    OF    FIELD 

Two  hurricanes  struck  the  island,  destroying  the  first  seed  farm.  A  record  126 
inches  of  rain  (the  average  is  60  inches)  bogged  down  heavy  equipment.  Outside 
experts,  brought  in  by  Comet  Rice,  which  was  anxious  to  have  rice  to  put  in  the 
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non-alcoholic  beverages  and  received  $802  million  in  Food  Stamps.)  According 
to  the  Social  Accounts  of  Puerto  Rico,  the  value  of  Food  Stamps  has  in  recent 
years  been  sufficients  pay  for  33-40  percent  of  the  total  retail  value  of 
food  for  the  entire  population.  Once  the  profit  margins,  mark-ups,  handling 
and  transport  "surcharges"  are  added  to  these  the  basic  wholesale  food  cost, 
we  see  how  little  food  there  really  is  obtained  with  Food  Stamps. 

The  difference  between  the  wholesale  and  retail  values  testifies  to  the  ex- 
orbitant non-food  cost  of  food.  The  more  hands  dip  into  the  food  chain,  sharing 
in  the  margins,  such  as  the  monopolist  importers,  the  distributors,  and  the  credit- 
givers,  the  more  food  stamps  can  be  seen  to  underwrite  the  general  economy  of 
the  island.  Seen  in  this  light,  it  is  more  obvious  that  food  stamps  need  not  be 
used  for  food,  which  remains  in  the  Puerto  Rican  case  as  a  mere  legislative  fic- 
tion useful  for  their  justification,  and  for  the  prosecution  of  the  fraudulent  "curi- 
osities" mentioned  in  (a)  above. 

(d)  Why  then  doesn't  the  high  retail  price  of  food*  act  as  a  stimulus  for  the 
resurgence  of  local  food  production,  roadside  stands,  and  supermarkets  pur- 
chasing from  local  growers?. The  answer  to  this  lies  in  understanding  the 
nature  of  the  food-retailing  sectors  as  well  as  the  disincentives  and  high  cost 
of  imported  agriculture  inputs  to  the  farmers — food  grains  for  livestock,  fer- 
tilizers, and  implements.  The  retailer-wholesalers  themselves  find  it  more  profit- 
able to  import  competitive  tropical  foods  from  their  plantations  in  nearby,  low- 
wage  islands,  such  as  Haiti  and  the  Dominican  Republic,  or  to  rely  on  their 
U.S.  distributors  year-round  for  a  uniform  quality  and  packaging,  saving  them- 
selves the  trouble  of  dealing  with  many  local  suppliers.  In  all  this,  the  Com- 
monwealth Government  has  been  notably  cooperative  with  the  retailers  by 
their  neglect  of  local  agriculture,  which  for  reasons  of  land,  rainfall,  and  cli- 
mate had  survived  450  years  of  Western  exposure. 

In  the  field  of  agriculture,  then,  we  are  left  with  a  State  which  collaborates 
with  the  importers  and  retailers  in  favoring  the  abandonment  of  local  produc- 
tion, allowing  the  extension  service,  land-grant  college,  and  marketing  services 
established  years  ago  to  atrophy.  The  farmer  abandons  his  plot,  lives  on  food 
stamps,  and  purchases  the  imported  commodities  at  outrageous  prices  from 
the  local  "depot".  The  politician  meanwhile  pleads  "poverty"  and  "starvation" 
to  the  U.S.  Congress  and  offers  the  extreme  dependency  on  Food  Stamps  as  evi- 
dence of  their  need  for  continued  subsidies ! 

(e)  BOGUS  FOOD  COSTS.  MONOPOLY  PRICTNG.— The  "poverty  level" 
for  Puerto  Rico  which  determines  the  eligibility  for  Food  Stamp  participation  is 
based  on  a  bogus  Thrifty  Food  Plan  which  has  little  relation  to  the  nutritional 
realities  and  potentiality  of  local  foods  or  to  the  mixture  of  store-bought  and 
local  foods  from  which  families  in  both  rural  and  urban  areas  construct  their 
diet 

The  fictitious  Thrifty  Food  Plan  for  Puerto  Rico  was  based  on  existing  nutri- 
tional studies  done  ten  years  earlier  for  other  purposes.  It  yields  a  high  benefit 
level  and  hence  a  high  eligibility  level,  below  which  three-quarters  of  the  popu- 
lation falls. 

These  calculations  had  been  undertaken  very  casually.  In  reversing  the  pro- 
cedure, that  is.  in  considering  an  ad.lnstiuent  in  the  benefit  and  eligibility  levels, 
consideration  must  now  be  taken  of  the  effects  of  the  past  five  years.  It's  just  as 
thoughtless  to  cut  benefit  levels  of  all  participants  as  to  raise  benefits  to  all  the 
eligible.  The  destruction  of  five  years  and  billions  of  dollars  thrown  into  a  small 
society  cannot  be  instantaneously  and  effortlessly  reversed  by  an  equally 
thoughtless  legislative  decree. 

A  reasonable  Thrifty  Food  Plan  and  a  "truer"  poverty  line,  which  aims  at 
restoring  native  agriculture,  must  be  reconstructed  at  a  lower  level  and  serve 
the  interests  of  relieving  the  most  needy  and  also  assist  in  a  transition  to  more 
self-sufficiency  in  local  food  production. 

conclusions 

Congress  and  the  USDA  have  created  a  Food  Stamp  Program  in  Puerto  Rico 
which  continues  to  drive  the  local  Puerto  Rican  economy  into  even  higher  levels 
of  need.  It  is  a  destructive  program  in  its  very  operation,  and  has  had  the  effect 
of  lessening  the  need  of  the  Puerto  Rican  government  to  confront  and  solve  its 
own  economic  problems. 

Food  Stamps  in  Puerto  Rico  are  a  totally  political  program,  beginning  with 
the  certification  and  issuance  to  their  use,  circulation,  and  redemption.  An  $800 
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million  a  year  program  in  an  isolated,  island  society  a  thousand  miles  into  the 

*rf**ii  frwtt  >iiauji  a*»d  jJ>*j  iuii»-*  in»iu  iioin.iiiMiiie.  New  Jersey,  administered 
by  a  $20/100  political  official,  **  boond  to  derelop  certain  of  its  own  operating 
procedure*  and  efie*rt*  not  intended  by,  indeed,  hardly  known  to.  the  U-S. 
Conaress. 

Finally,  as  a  recent  article  in  Foreign  Affairs  pointed  out,  it  is  folly  to  dis- 
regard the  forces  of  Puerto  Rican  nationalism  or  to  repress  them  by  a  aeries  of 
inadvertent  economic  policies  that  operate  to  dismember  a  people  through  migra- 
tion, industrial  promotion,  and  sterilization. 

The  expensive,  thoughtless  and  misdirected  policy  of  the  U.S.  has  meant  an 
active  undoing  economic  program,  financed  by  the  U.S.  taxpayer  to  underwrite  the 
foiling  Commonwealth  economy.  The  very  magnitude  of  this  cooperation  in  a 
small  society  drives  itself  also  to  destructive  ends. 

Even  the  Washington  Post  remarked  in  its  November  11,  1980  editorial  on  the 
Puerto  Rican  elections  and  the  resurgence  of  the  Independence  Party :  "It  will 
hardly  trainee  for  the  Reagan  administration  to  take  the  prim  do-nothing  position 
of  waiting  for  a  Puerto  Rico  consensus.  It  must  work  within  the  existing  com- 
monwealth framework  to  better  the  administration  of  the  big  transfer  programs 
(food  Mtampffj  on  which  most  Puerto  Ricans  depend  and  to  spur  local  develop- 
ment if  it  can/' 

It  remains  for  the  Food  and  Nutrition  Agency  to  seize  the  initiative  and 
present  some  options  to  the  Congress  and  to  the  Executive  Branch  which  seriously 
and  comprehensively  examine  the  effects  of  this  vast  program  as  it  operates  on  a 
society  which  has  been  placed  under  the  jurisdiction  of  the  United  States. 

[Reprinted  from  Food  Monitor,  May /June  1980] 
MlSDEVELOPMENT  IN  PUEBTO  RlCO 

(By  Laurence  Simon*) 

PART  I  :  NATURAL  RESOURCES  AND  INDU8TBT 

Food  Monitor.  Puerto  Rico,  as  its  name  suggests,  was  once  considered  to  pos- 
sess great  riches.  Since  the  time  of  the  early  conquistadors,  Puerto  Rico  has 
remained  a  colony,  first  of  Spain  and  since  1898,  of  the  United  States.  Most 
colonial  territories  in  the  Third  World,  including  the  Commonwealth  islands  in 
the  Caribbean,  have  emerged  as  nation-states,  Puerto  Rico  has  not  and  I  am 
aware  that  there  is  a  major  debate  on  the  island  as  to  whether  Puerto  Rico 
possesses  the  natural  resources  to  become  a  viable  independent  nation. 

Garcia.  Yes.  Colonialism  is  internalized  in  many  ways.  We  in  Puerto  Rico  all 
grew  up  in  what  I  call  "the  school  of  no  natural  resources."  Even  today,  most 
Puerto  Ricans  don't  know  or  believe  that  we  have  enough  natural  resources  to 
survive  alone.  Our  colonial  status  also  made  us  feel  actually  inferior;  we  don't 
generate  our  own  technology,  science  or  have  the  spirit  for  the  development  of 
private  enterprise.  Every  day  of  our  lives  we  receive  handouts,  like  food  stamps, 
not  understanding  where  they  come  from — or  why  we  can't  produce  enough 
food  for  ourselves.  You  begin  to  believe  that  you  are  inferior. 

Ortijs.  That's  true.  We  have  been  told  by  our  teachers  since  we  were  in 
grammar  school  that  we  were  very  poor,  that  we  have  no  natural  resources,  and 
that  that  is  why  we  have  had  to  associate  with  the  United  States,  which  was 
very  rich  and  was  providing  us  with  the  benefits  of  western  civilization. 

Suddenly,  In  the  1900s,  we  began  ot  discover  that  we  were  not  so  poor.  Copper 
and  nickel  deposits  were  found.  Plans  were  immediately  drawn  up  to  extract 
those  minerals.  Only  the  control  and  ownership  would  be  in  the  hands  of  non- 
Puerto  Ricans,  the  big  multinational  corporations  which  would  take  our  wealth 
and  make  us  poor  again.  That  was  the  beginning  of  a  long  struggle  to  preserve 

•  Laurence  Simon  Is  the  Caribbean  officer  for  OXF AM- America.  His  work  frequently 
taken  him  to  Puerto  Rico.  There,  for  Food  Monitor,  he  conducted  a  two-part  Interview  with 
•inert*  on  Puerto  Rican  Industrialisation  and  agriculture. 

Part  I.  Natural  KeHouires  and  Industrialisation,  brings  Simon  together  with  Neftali 
Garcia,  Ph.D.,  chemist  and  an  environmentalist  with  the  Mlslon  Industrial  and  former 
director  of  the  Puerto  Rican  Studies  Department,  Hunter  College,  City  University  of 
New  York. 

Part  II,  Agriculture,  Is  an  Interview  with  Jorge  Oa skins,  farmer,  Cartte.  PR ;  formerly 
an  Intern  with  Instltuto  de  Capacltaclon  e  Investigacion  Reforma  Agrarla.  Chile. 
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our  mineral  wealth  for  the  use  and  benefit  of  the  Puerto  Rican  people.  The 
Puerto  Rican  Industrial  Mission,  along  with  Episcopal  Bishop,  Francisco  Revs- 
Froylan,  fought  to  stop  the  signing  of  contracts  with  American  Metal  Climax 
and  Kennecott,  who  were  after  those  deposits.  We  have  been  successful  so  far. 

Garcia.  We  have  also  been  involved  for  ten  years  in  a  struggle  against  the 
exploitation  of  gold  and  silver.  We  have  used  talks,  conferences,  booklets,  any 
means  to  get  the  message  through  to  our  people  that  there  isn't  any  country  that 
doesn't  have  natural  resources.  After  all,  the  land  is  a  natural  resource.  Water 
is  a  natural  resource.  Forests  are  natural  resources.  Besides,  we  have  copper, 
silver,  gold,  nickel,  cobalt,  iron  and  probably  oil  and  natural  gas. 

So  we  are  telling  our  people  that  all  these  years  we  have  been  taught  something 
false.  And  we  believe  that  we  have  been  taught  that  to  keep  us  dependent.  We 
are  using  the  struggle  to  stop  the  exploitation  of  those  resources  to  generate  a 
political  consciousness  in  Pureto  Rico  that  we  do  have  natural  resources  and 
that  we  can  use  them  to  survive  as  an  independent  nation.  This  movement  to 
protect  our  natural  resources,  to  protect  the  health  of  our  people  and  to  keep 
the  U.S.  companies  out,  has  been  very  important  in  generating  this  consciousness. 

FM.  When  would  you  decide  to  exploit  these  resources? 

Ortiz.  Well,  first  of  all,  we  don't  believe  in  the  so-called  fever  or  rush  of  imme- 
diately extracting  those  minerals.  It  should  be  done  only  if  that  process  yields 
benefits  to  the  residents  of  Puerto  Rico.  We  don't  think  we  should  sell  our  future 
for  30  or  40  years  of,  say,  copper  and  nickel  extraction.  It  may  create  800  or  900 
jobs,  but  no  significant  improvement  in  our  quality  of  life.  We  are  also  studying 
the  possibility  that  it  may  be  of  more  benefit  to  us  not  to  exploit  the  minerals. 
Copper  and  nickel  deposits  are  found  on  some  of  our  best  agricultural  lands 
which  could  be  developed  for  intensive  agricultural  production. 

FM.  It  seems  that  the  major  Puerto  Rico  government  development  strategy, 
the  FOMENTO  Industrialization  Program,  was  based  on  this  myth  of  the  scarcity 
of  natural  resources.  FOMENTO  justifies  its  strategy  of  attracting  multina- 
tional corporate  investment  with  15  to  25  year  exemption  from  all  Puerto  Rican 
and  federal  taxes  by  the  assertion  that  jobs  are  desperately  needed  and  that 
only  foreign  capital  investments  in  the  private  sector  will  create  them.  But 
whereas  the  early  investments  were  primarily  labor-intensive,  drawing  upon  a 
cheap  labor  pool,  in  recent  years  there  has  been  a  significant  shift  to  highly 
capital-intensive  industries.  I  was  struck  by  the  government's  figures  for  the 
petrochemical  industry.  A  $1.8  billion  investment  by  some  of  the  world's  leading 
refiners  has  created  only  about  7,000  jobs.  That's  an  investment  of  over  $250 
thousand  for  the  creation  of  each  job.  It's  an  outrageous  ratio,  and  especially 
where  little  or  no  benefit  accrues  for  the  society  as  a  whole. 

Ortiz.  There  is  now  a  U.S.  investment  of  close  to  $14  billion  in  Puerto  Rico. 
It's  true  that  the  last  fifteen  years  has  seen  the  tendency  toward  heavy  industry 
with  highly  technical  skills  needed  for  employment.  Union  Carbide,  PPG,  Eli 
Tilly  ...  all  of  them  require  a  high  level  of  skills  which  exclude  a  very  high 
percentage  of  the  Puerto  Rican  working  class,  which  is  unskilled — the  typical 
Third  World  working  class.  So  you  have  the  importation  of  capital,  the  importa- 
tion of  the  technical  people  to  run  the  enterprise  and  the  exportation  of  most 
profits. 

Repatriation  of  profits  from  Puerto  Rico  to  the  mainland  is  higher  than  the 
totality  of  all  federal  aid  flowing  into  the  island.  Let  us  be  clear  on  this :  There 
is  a  lot  of  federal  money  going  into  Puerto  Rico ;  at  the  same  time,  there  are  a 
lot  of  profits  coming  out  of  Puerto  Rico.  The  private  enterprises  that  operate 
on  the  island  make  over  16  percent,  and  in  some  cases  up  to  30  percent  profit 
on  their  Puerto  Rican  operations — far  in  excess  of  mainland  returns. 

We  import,  according  to  the  most  recent  Economic  Report  of  the  Governor, 
almost  90  percent  of  our  food  needs  while  nearly  70  percent  of  all  our  families 
qualify  for  federal  food  stamps.  This  is  an  ingenious  way  of  moving  commodi- 
ties in  the  economy,  keeping  prices  high  (about  25  percent  higher  than  food  on 
the  mainland)  and  permitting  a  healthy  working  class  to  remain  at  or  below 
minimum  wage — at  least  those  who  are  employed. 

FM.  The  U.S.  food  stamp  program  is  actually,  then,  an  indirect  subsidy  to  the 
American  food  industry,  its  middlemen  and  U.S.  owned  retailers.  It  is  also 
credited  with  keeping  the  lid  on  anti-U.S.  sentiment.  Without  these  handouts 
there  would  be  severe  malnutrition  and  hunger  in  Puerto  Rico.  We're  studying 
similar  effects  that  U.S.  food  aid  programs  are  having  in  other  countries,  especi- 
ally as  they  reinforce  the  status  quo  and  serve  as  a  disincentive  to  local  produc- 
tion. 
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In  the  administration  of  its  colony,  Puerto  Rico — or  rather,  what  was  really 
the  enclave  colony  of  San  Joan — was  maintained  bj  an  administrative  subsidy 
provided  by  the  Vice  royalty  of  Mexico  from  the  middle  of  the  17th  century 
until  1810  when  Mexico  began  achieving  its  independence  from  Spain.  While 
the  Spanish  enclave  in  Han  Joan  was  maintained  on  a  subsidy  from  Mexico 
City,  there  were  other  developments  taking  place  on  the  Island  similar  to  those 
occurring  on  other  islands.  However,  the  isolation  of  the  enclave  in  San  Joan 
waif  notorious  for  the  particular  way  in  which  life  was  divorced  from  reality. 
It  was  also  notorious — despite  Spanish  exclusivism — that  the  inhabitants  of 
Puerto  Rico  continued  to  trade  with  other  islands  as  well  as  maintain  contact 
with  foreign  merchant  ships,  receiving  them  in  the  many  ports  around  Puerto 
Rico  where  they  paid  no  duties  to  the  metropolitan  government.  Also,  slaves 
escaping  from  other  islands  immediately  became  free  upon  arriving  in  Puerto 
Rico! 

Thus,  we  must  place  in  proper  perspective  that  which  from  the  Spanish 
viewpoint,  is  branded  "piracy"  or  "contraband",  which,  from  the  Island's  per- 
spective is  nothing  less  than  trade,  liberation*  and  the  survival  of  a  people. 

This  situation  lasted  until  the  first  quarter  of  the  1800's,  most  predominently 
in  the  Western  part  of  the  Island.  The  situation  was  exposed  repeatedly  by 
Spanish  commissioners  sent  to  implement  reforms  and  administrative  modi- 
fications. This  type  of  modification  presupposes  the  relief  of  the  situation 
created  by  the  cessation  of  the  Mexican  Subsidy.  In  every  case  the  information 
decries  the  great  impoverishment  of  the  colony.  Once  again,  it  is  to  be  asked, 
from  whose  point  of  view?  That  of  the  Spanish  Enclave  or  that  of  the  Puerto 
Ricans? 

The  Spanish  administrators  drew  attention  to  the  industry  and  prosperity 
of  French  and  English  colonies  on  the  other  islands,  overlooking,  no  doubt, 
that  these  imported  almost  all  their  food,  exported  almost  all  of  their  produce — 
which  was  the  product  of  slave  labour  and  which  obviated  a  cash  flow.  They 
may  also  have  failed  to  emphasize  that  those  "prosperous"  islands  were  com- 
prised of  discreet  productive  units,  which  can  be  likened  to  concentration 
camps  or  reservations. 

The  type  of  export  bandied  by  the  contraband  trade  on  the  island  of  Puerto 
Rico  naturally  responded  to  the  demand  for  such  products  from  the  other 
islands.  That  is,  the  Puerto  Rieans  bypassed  the  administrative  fiat  of  the 
government  using  the  sea  to  their  best  advantage,  trading  with  the  French, 
English  or  Dutch,  and  later  with  the  Americans  of  the  United  States,  to 
l>ecome  part  of  what  was  known  as  the  "Triangle  Trade."  The  trade  of  the 
rest  of  the  Island  was  the  port  of  San  Juan  was  limited,  being  uninviting 
and  unprofitable.  In  reality,  it  was  San  Juan  which  was  impoverished  and  not 
the  Island.  It  was  San  Juan  that  was  needy  or  parasitic,  or  both,  and  not  Puerto 
Rico ! 

The  hacienda  system  and  the  plantation  system,  which  made  the  Caribbean  one 
of  the  foremost  and  progressive  export  zones  in  the  world  at  one  time,  was  not  to 
be  highly  developed  in  Puerto  Rico  or  the  Dominican  Republic.  Nor  was  the 
institution  of  slavery  to  have  such  a  great  impact  on  the  society.  For  one  thing, 
during  the  time  that  San  Juan  precariously  subsisted  on  the  Mexican  Subsidy, 
we  find  the  growth  of  a  wage-earning,  free  working  class.  We  must  remember 
that  these  were  the  years  in  which  the  same  economic  revolution  was  creating  a 
free-working,  wage-earning  class  of  citizenry  during  the  Industrial  Revolution  in 
Europe  which  depended  on  the  Caribbean  market  in  order  to  provide  itself  with 
the  products  of  a  complex  manufacture,  such  as  could  only  be  produced  in  a 
tropical  area.  Europe  obtained  cheap  carbohydrates  and  preservatives  from  the 
Caribbean  as  well  as  the  raw  material  for  other  European-based  industries,  as  its 
own  labour  settled  into  urban  areas  and  Europe's  self -sufficiency  in  food  produc- 
tion dropped  off.  Part  of  the  Revolution  consisted  in  the  creation  of  the  agro- 
industrial  complex  which  typified  the  plantation  and  hacienda,  built  by  a  non- 
skilled  (slave)  labour  force  drawing  on  sophisticated  mass  production  methods 
and  technology,  supplied  by  the  monoculture  (such  as  sugar  cane)  of  a  non- 
dietary  commodity.  The  plantations  produced  a  "food-substitute"  at  the  end  of  its 
process  of  manufacture,  sugar,  actually  a  chemical  compound  with  easily  trans- 
portable qualities,  and  which,  when  submitted  to  fermentation,  produced  a  fur- 
ther product,  rum.  Both  sugar  and  rum  were  dietary  substitutes,  not  staples. 
Boosters,  not  nutrients. 
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In  the  case  of  Puerto  Rico,  the  land  itself  did  not  yield  a  commodity  of  great 
value,  and  the  existence  of  a  free  working  class  made  slavery  neither  profitable 
nor  extensive.  The  case  was  the  same  even  in  those  parts  of  the  Island  where 
slavery  predominated  since  the  economy  did  not  respond  to  the  European  crisis. 

AN   AUTONOMOUS  ECONOMY 

After  the.  Napoleonic  Wars,  Spain  fell  under  English  domination.  By  dividing 
the  world  markets  the  English  were  primarily  responsible  for  the  break-up  of 
the  Spanish  Empire.  At  the  same  time  the  English  were  the  most  progressive 
nation  in  their  opposition  to  slavery ;  this  institution  proved  contrary  to  its  trad- 
ing interests  in  Africa  as  well  as  to  the  maturation  of  capitalism.  Slavery  was 
alien  to  capitalism  and  prejudicial  to  development  in  Latin  America  and  else- 
where. 

The  Spanish  Constitution  of  1812  was  profoundly  influenced— if  not  imposed— 
by  the  English  Allies,  and  it  was  applied  throughout  the  Spanish  Empire,  includ- 
ing Puerto  Rico  and  Cuba,  by  the  colonial  administration.  The  reforms  which  it 
brought  about  corresponded  to  a  type  of  "economic  gerrymandering"  through 
zones  of  direct  and  indirect  taxation,  which  naturally  extended  to  the  island 
"districts".  At  the  same  time  a  breakdown  of  free  shipping  in  the  Caribbean  area 
resulted  in  a  guerrilla  struggle  in  our  waters  between  the  native  merchant  fleet 
and  the  trade  monopolists.  In  Puerto  Rico  the  leadership  of  this  struggle  fell  to 
Roberto  Cofresi,  who  was  eventually  captured  by  the  United  States  squadron  in 
the  Caribbean  in  1825  and  handed  over  to  the  Spanish  for  execution. 

The  policy  of  establishing  colonial  enclaves  elsewhere  on  the  coasts,  and  of 
building  forts  to  protect  those  on  river  mouths,  laid  the  groundwork  for  complet- 
ing the  encirclement  and  occupation  of  the  central  and  western  region  of  the 
Island.  These  regions  had  never  l»een  conquered  especially  since  the  1511  war 
when  the  Puerto  Rico  people,  called  "Jibaro",  rebelled  against  the  Spanish  and 
sent  them  scurrying  into  their  castles.  None  of  the  Spaniards  "coastal"  defenses 
faced  the  sea.  On  the  contrary,  they  faced  inland. 

Finally  free  of  the  French  occupation,  and  no  longer  in  possession  of  a  vast 
empire,  Spain  slowly  completed  the  occupation  of  the  Island  districts  called 
"indieras".  By  1828  all  the  coasts  had  fallen  and  the  interior  river  valleys  had 
frontier  garrisons. 

In  the  Western  Central  region,  an  autonomous  economy  based  on  native  tropical 
agricultural  technology  still  maintained  itself.  Here,  the  native  methods  produced 
some  commodities  profitably,  as  can  be  seen  from  the  impact  of  the  contraband 
trade.  Coffee  and  sugar  did  not  represent  the  only  crops  as  these  drug-food  supple- 
ments did  in  the  "European"  zones  where  almost  all  of  their  foods  were  imported. 
In  the  Western  Central  region  the  subversion  used  by  the  Spanish  was  much  less 
successful.  In  1828,  a  commercial  plaza  was  created  (perforce  constituted  as  a 
municipality,  Lares)  which  forty  years  later  was  to  be  the  cradle  of  resistance  to 
the  Spanish  colony. 

Land  ownership  through  judicial  title  to  land  was  foreign  to  the  ethnic  commu- 
nities. This  had  traditionally  fallen  to  that  particular  caste  which  grew  up  over 
the  long  period  of  isolation  within  the  walls  of  the  enclave,  where  the  only  form 
of  employment  was  a  military  career,  frosted  over  by  a  civil-administrative  post 
compounded  into  a  parasitic  bureaucracy  headed  by  the  Spanish-appointed 
Governor. 

It  was  this  caste  that  most  heartily  favored  slavery  and  the  destruction  of  the 
national  native  economy.  It  was  this  caste  that  favored  the  cultivation  of  exclu- 
sively export  commodities  and  the  development  of  what  literally  amounted  to 
concentration  camps  of  labourers  following  the  plantation  systems  of  the  French 
and  English  islands.  This  plan,  however,  would  reach  its  fruition  only  after  1898, 
with  the  expulsion  of  the  Spanish  administration  and  the  imposition  of  the  rule 
of  the  North  American  governor. 

In  order  to  achieve  what  it  viewed  as  "prosperity"  on  the  Island  and  the  expan- 
sion of  the  plantation  system,  the  colonial  administration  created  in  1814  a  sort  of 
"public  corporation" — semi-officially  called  "Friends  of  the  Economy  of  the  Coun- 
try"— which  held  sessions  approximately  every  five  years.  This  was  composed  of 
members  of  the  governing  bureaucracy  who  were  also  the  most  prominent  land 
owners. 

Skirmishes  and  battles  were  taking  place  all  around  the  periphery  of  the  native 
"Indieras"  due  to  the  Spanish  insistence  of  imposing  duties  on  products  en  route 
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to  the  coasts.  In  1868  a  revolution  took  place  In  Lares  In  which  independence  was 
proclaimed  and  a  government  bureau  set  up.  The  revolutionary  forces  evacuated 
the  plaza  and  initiated  a  thirty  year  guerrilla  struggle,  which,  in  its  course,  did 
not  occupy  towns  or  positions.  At  the  end  of  the  struggle  in  1898,  the  invading 
United  States  forces  were  greeted  by  the  guerrilla  forces  all  over  the  island,  who 
occupied  the  positions  abandoned  by  the  retreating  Spanish. 

The  period  from  1868  to  1898,  when  the  United  States  invaded  Puerto  Rico,  was 
characterized  by  guerrilla  war,  great  repressions  and  cruel  massacres  on  the  part 
of  the  Spanish,  comparable  to  what  the  Nazis  did  to  the  Jews  in  Europe  during  the 
second  World  War.  This  was  called  the  Era  of  the  Compontes  (from  the  verb 
"componer" :  to  castrate).  This  term  should  be  taken  in  its  most  literal  sense. 
At  that  time  it  was  prohibited  to  speak  the  native  language,  which  was  extirpated. 

Previous  to  this  period,  almost  throughout  the  island  a  system  of  "coupons"  as 
passport  and  identification  papers  were  used.  These  were  filled  out  by  the  person's 
employer  and  stated  his  salary,  a  datum  which  had  no  monetary  significance  since 
it  was  used  to  guarantee  the  consumption,  forceably  loyal,  of  Spanish  products, 
secured  through  the  employer's  account  in  his  or  another  Spaniard's  store.  So, 
even  though  the  revolutionary  demands  to  abolish  slavery  were  met  in  1871,  it 
had  no  relevance  because  a  free  working  class  no  longer  existed  in  the  country. 

On  the  political  front,  an  interesting  shift  had  taken  place.  Those  who  had 
favored  the  destruction  of  the  autonomous  economy  were  now  agitating  for  their 
own  autonomy  because  they  had  been  replaced  as  the  chief  landowning  class  by 
Spanish  immigrants  who  were  established  by  the  authorities  on  confiscated  lands ! 
The  Spanish  who  had  once  abrogated  the  constitution  of  1812,  now  insisted  on  its 
revival  because  it  was  a  guarantee  to  their  civil  rights!  On  the  island  no  civil 
rights  existed.  Everyone  had  become  a  prey  to  the  monopolistic  determination  of 
administrative  fiat. 

On  the  other  side,  the  Jibaro  opposed  Spain  because  its  new  "model"  economy 
and  its  reliance  on  quasi-slave  labour  had  obliterated  his  progress  and  excluded 
his  capital  and  participation  in  the  economy.  His  labour  and  effort,  which  was  ex- 
pressed in  the  physical  product  of  his  land,  was  to  become,  through  the  "libreta" 
(identification)  system,  non-salaried ;  as  if  his  workdays  were  to  be  paid  in  food- 
stamps,  mere  "I.O.U."  's.  This  represented  a  vast  system  whereby  every  individual 
who  ever  came  in  contact  with  a  worker  became  that  worker's  master,  since  he 
was  placed  by  legal  obligation  in  a  position  to  administer  that  individual's  prop- 
erty, which  was  his  work.  Even  the  most  humble  store  attendant  who  signed  the 
"libreta"  of  a  worker  became  that  man's  perpetual  guarantor. 

At  the  same  time,  the  import  monopolists  were  guaranteed  the  continued  and 
loyal  consumerism  of  Spanish  commodities.  Of  these  the  worker  was  allowed  a 
subsistence.  In  no  way  was  he  able  to  avoid  falling  into  debt,  losing  whatever 
property  or  capital  remained  to  him  and  becoming,  in  effect,  a  slave.  At  the  same 
time,  he  participated  in  extensive  black-marketeering  in  order  to  survive,  for 
which  he  was  branded  thief,  criminal  or  bandit.  The  blackmarket  was  exclusively 
in  the  hands  of  the  rich  and  economically  solvent,  or  in  the  hands  of  those  power- 
ful enough — and  prosperous  enough — to  direct  the  illicit  trade.  That  is,  the  black- 
market  was  controlled  by  those  same  individuals  who  passed  as  authorities  and 
representatives  of  "law  and  order",  from  the  governor  down  to  the  policeman  on 
the  beat,  all  as  corrupt  as  the  benefits  that  could  be  derived  from  his  position 
would  allow  him  to  be.  Political  means  became  "formalities",  vested  interests 
patronized  as  like  to  like,  the  worst  rising  to  the  top. 

The  genocidal  componte  system,  which  was  the  violent  means  of  control,  kept 
the  population,  no  less  than  the  corruption,  in  a  state  of  virtual  political  terrorism, 
called  "criminality".  The  United  States  invasion  of  Puerto  Rico,  propagandized 
as  a  "liberating  operation"  quickly  assumed  the  position  vacated  by  the  Spanish. 
The  Americans  imposed  a  military  regime  which,  from  1903  to  1906,  re-initiated 
the  componte,  jailed  the  liberal  leadership  during  "elections",  and  consolidated 
the  power  of  the  same  aristocratic  caste  which  had  plunged  the  country  into  the 
circumstances  already  described.  This  caste  had  first  betrayed  the  native  people 
and  then  the  Spanish  for  their  own  parasitic  ends.  Those  same  people  who  had 
complained  to  the  Spanish  commissioners  of  their  great  poverty  and.  of  the 
"natural"  laziness  and  lack  of  industry  of  the  native  population,  later  joined  the 
authoritarian  governors  and  brought  the  whole  population  to  such  miserable 
straits. 

Having  been  "autonomists",  under  the  Spanish,  this  collaborationist  caste' now 
turned  to  the  service  of  the  North  American  invaders  and  betrayed  the  people 


Digitized  by 


Google 


305 

in  order  to  arrive  at  their  present  profitable  and  historically  consistent  circum- 
stances. At  present,  under  the  guise  of  a  "more  American  than  thou"  policy,  they 
once  again  threaten  to  rip  our  tongues  out  of  our  mouths,  terrorize  the  popula- 
tion with  officially  condoned  acts  of  violence,  and  finally  destroy  any  confidence 
in  democratic  means. 

Furthermore,  they  promise,  by  economic  subterfuge,  (1)  to  exile  the  discon- 
tented population  by  exporting  their  wage  earners;  (2)  impose  such  programs 
as  massive  sterilization  to  limit  population  control;  (3)  use  Food  Stamps  as  a 
form  of  economic  blackmail  and  eventually  to  create  work-fare  programs  which 
would  imply  virtually  a  return  to  Spanish  slavery  and  a  concentration  camp 
morality. 

U.S.  Senate, 
Committee  on  Agriculture,  Nutrition,  and  Forestry, 

Washington,  D.C.,  March  20, 1981. 
Ms.  Sammie  Lynn  Puett, 

Commissioner,  Tennessee  Department  of  Human  Resources, 
Nashville,  Tenn. 

Dear  Commissioner  Puett:  Chairman  Helms  mentioned  during  the  food 
stamp  hearing  on  March  16,  1981  that  witnesses  might  be  asked  additional  ques- 
tions for  the  record  by  Committee  members  and  staff.  We  would  very  much 
appreciate  your  providing  written  answers  to  the  following  questions  by  April  3, 
1981. 

Question  No.  1.  In  your  testimony  you  recommend  that  the  food  stamp  program 
"recognize  regional  differences  in  family  income,  in  shelter  deductions,  and  in 
utility  costs."  Can  we  assume  from  this  statement  that  you  oppose  the  Presi- 
dent's proposal  to  freeze  the  maximum  allowable  shelter  deduction  at  its  cur- 
rent level? 

Answer.  No. 

Question  No.  2.  The  President  has  also  proposed  to  freeze  the  standard  deduc- 
tion at  its  current  level  of  $85  a  month.  The  standard  deduction  was  instituted 
by  the  1977  Act  to  replace  a  variety  of  itemized  deductions.  It  is  currently  ad- 
justed annually  for  inflation  to  reflect  rising  living  costs.  Do  you  favor  freezing 
the  standard  deduction  at  its  current  level? 

Answer.  Yes.  But  let  me  elaborate. 

Question  No.  3.  In  answer  to  a  question  at  the  March  16  hearing,  you  stated 
that  the  proposal  to  count  school  lunches  against  food  stamps  "could  be  an  ad- 
ministrative nightmare."  In  addition  to  your  administrative  concerns,  could  you 
please  state  whether  you  would  favor  this  proposal  on  a  policy  basis?  Since 
Tennessee  has  one  of  the  lowest  AFDC  payment  standards  in  the  nation,  the 
school  lunch-food  stamp  proposal  could  have  a  significant  effect  on  the  incomes 
of  low-income  Tennesseans.  For  instance,  the  maximum  AFDC  payment  for  a 
family  of  four  with  no  other  income  in  Tennessee  is  $148  a  month.  A  mother  with 
three  schoolchildren  can  currently  receive  the  $148  in  AFDC  and  about  $225 
(assuming  a  small  shelter  deduction)  in  food  stamps,  for  a  total  monthly  income 
of  about  $373.  This  equals  about  53  percent  of  the  poverty  line.  If  the  school 
lunch-food  stamp  proposal  were  to  pass,  this  family's  income  would  be  reduced 
by  about  $35  a  month  to  48  percent  of  the  poverty  line.  Do  you  believe  that  low- 
income  Tennesspans  could  afford  to  lose  this  purchasing  power?  Would  the 
state  step  in  to  offset  some  of  this  loss? 

Answer.  In  my  March  16  testimony  I  contrasted  food  stamp  assistance  to  an 
elderly  recipient  whose  allotment  was  decreased  because  of  a  Social  Security  in- 
crease with  assistance  to  an  able-bodied  country  music  aspirant  who  expected 
the  government  to  underwrite  his  musical  aspirations  by  providing  him  with 
food  stamps.  I  concluded  by  stating  that  "I  would  like  to  see  that  country  music 
aspirant  come  off  the  food  stamp  rolls  so  we  could  increase  the  allotment  of  the 
elderly  recipient  who  had  no  other  options." 

It  is  apparent  from  the  research  you  have  done  in  preparation  of  your  third 
question  that  you  appreciate  part  of  the  problem  I  attempted  to  bring  to  the 
committee's  attention — that  certain  individuals  and  families  are  in  desperate  need 
of  increased  food  stamp  benefits  while  others  could  provide  for  their  own  needs 
if  they  would  make  the  effort.  The  other  part  of  the  problem,  however,  is  that 
such  adjustments  will  never  be  possible  so  long  as  we  tolerate  the  kind  of  laxity 
that  permeates  the  food  stamp  eligibility  and  administrative  processes. 

The  separate  household  concept  and  the  school  lunch  concept  are  costly  and 
inherently  inequitable  ways  of  expanding  program  benefits  to  some,  but  not  all, 
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Pnerto  Rico  is  considered  prosperous  by  Caribbean  standards.  How  do  you 
answer  critics  who  say  that  the  benefits  of  the  industrialisation  program  out- 
weight  it*  disadvantages? 

.,  Otrnz.  These  people  speak  aboat  an  illusion  of  prosperity.  It  is  prosperity  based 
upon  dependency  and  a  very  fragile  economic  structure  which  has  20  percent 
unemployment,  which  is  not  exploding  because  of  food  stamps  and  all  the  other 
federal  aid  programs.  Capital  circulates  but  never  accumulates.  The  system  is 
desfgnw!  to  circulate  only.  Andre  Ounder  Frank  made  this  process  clear  else- 
where in  Latin  America.  There  is  no  collective  social  savings  process  taking  place 
in  the  island.  It  is  only  a  huge  circulation  of  capital — $14  billion.  If  there  is  no 
accumulation  of  that  capital  for  the  future  of  the  Puerto  Rican  nation,  there  is 
no  development.  It's  not  possible.  It  is,  presently,  a  totally  dependent  periphery, 
as  Hamir  Amin  would  say,  a  satellite  around  the  North  American  economy.  That's 
not  development  for  me.  For  nobody,  I  think,  could  that  be  called  development. 

PABT    H.   AGRICULTURE 

FM.  According  to  the  past  few  Economic  Reports  of  the  Governor,  Puerto  Rico 
now  imports  90  percent  of  its  food  needs,  85  percent  from  the  mainland  U.S.  What 
has  led  to  this  extreme  dependency? 

Gaskins.  If  you  look  at  history,  you  see  this  situation  was  not  always  the  same. 
The  Taino  Indians  of  pre-Columbia  Puerto  Rico,  or  Borinquen,  as  it  was  then 
known,  were  more  or  less  self-reliant.  Francisco  Watlington  of  the  University  of 
Puerto  Uiro  School  of  Planning  has  lieen  researching  this  issue.  He  estimates  that 
the  Taino  population  at  that  time  was  more  or  less  the  same  size  as  existed  in 
Puerto  Rico  in  1950  or  1955  right  after  the  years  of  the  greatest  out-migration 
from  the  islands.  The  difference  is  that  in  the  1400s.  Puerto  Rico  was  food  self- 
reliant  ;  by  1950,  it  had  already  established  its  dependency  on  the  importation  of 
foodstuffs  from  other  Caribbean  nations  and  from  the  U.S.  The  Tainos  had  a 
whole  civiliation  based  on  the  production  and  processing  of  yucca  and  cassava 
that  together  with  gathering,  fishing  and  hunting  (though  there  were  no  large 
mammals  on  the  island)  made-up  a  blanced  diet.  The  Spanish  priests  and  the  con- 
quistadors were  certainly  impressed  by  the  health  of  the  Indians,  not  only  in  PR 
but  all  through  the  Caribbean.  Yet  a'l  this  changed  rapidly  with  the  plantation 
system  that  was  imposed  on  the  island. 

The  island  was  first  ravaged  for  its  more  obvious  natural  resources :  hardwoods 
for  ship  construction,  the  alluvial  gold  in  the  rivers,  then  cattle  raising  for 
leather  works.  Finally  the  plantations  began  to  concentrate  on  ginger,  vanilla, 
and.  of  course,  the  three  most  important  crops — sugar,  tobacco  and  coffee.  These 
three  dominated  the  land  up  through  the  1950s.  And  please  note  that  sugar,  to- 
bacco and  coffee  are  not  food ;  they're  in  fact  vices,  and  export-oriented. 

FM.  How  did  the  small  farmer  fit  in? 

Gasktns.  They  existed  on  the  margin  of  the  plantations,  of  the  haciendas. 
They  existed  in  different  tenancy  relationships  to  the  plantation.  The  anthro- 
jKMoglKt,  Carlos  Buitrago,  of  the  University  of  Puerto  Rico,  is  now  developing 
monographs  on  the  coffee  plantations  during  the  1800s.  He  is  looking  at  the 
relationship  between  the  landless  plantation  workers,  the  plantation  owner  and 
the  tenant  farmers  who  were  tied  to  the  coffee  plantation  but  also  produced  food. 
Without  debating  whether  this  was  feudalistic.  semi-feudalistic  or  a  pre- 
capitalist mode  of  production,  it  was  the  most  dominant  form  of  capital  ac- 
cumulation that  existed  on  the  island  up  through  the  1800s.  The  small  farmers 
worked  In  the  tobacco  and  cane  plantations  at  harvest  time.  Their  own  farms 
were  typically  on  the  most  marginal  non-productive  land  while  the  most  produc- 
tive land  went  Into  export-oriented  crops:  coffee  in  the  mountains;  tobacco  in 
the  eastern  mountains  and  valleys  and  sugar  on  the  flat  coastal  plain. 

Gahkins.  The  Spanish  king  originally  granted  lands  to  the  nobles.  Today,  most 
of  the  sugar  lands  are  operated  by  the  PR  Sugar  Corporation  which  is  a  public 
sector  company.  The  government  owns  some  of  the  land  outright  having  ex- 
propriated it  from  private  corporations  (many  of  them  U.S.),  but  most  of  the 
government's  sugar  operations  are  on  lands  rented  from  the  U.S.-based  corpora- 
tions or  their  PR  subsidiaries.  Rockefeller  holding  companies  are  very  important 
in  this  sector.  The  U.S.  government  also  has  considerable  control*  because  10  per- 
cent of  our  cultivatable  land  is  on  U.S.  military  reservations. 

FM.  How  do  you  account  for  the  food  dependency?  Especially  insofar  as  the 
IIS  DA  in  1953  released  a  report  and  plan  for  Puerto  Rican  food  self-sufficiency 
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(A  Comprehensive  Agricultural  Program  for  Puerto  Rico,  Nathan  Koenig) 
which  they  claimed  could  be  achieved  for  a  population  of  three  million — your 
present  size? 

Gaskins.  The  report  was  ignored  by  planners.  The  economic  system  works 
against  food  self-reliance.  We  cannot  dream  that  we  can  change  one  sector  with- 
out seeing  changes  in  other  sectors.  Over  60  percent  of  all  foodstuffs  consumed 
on  the  island  are  imported  and  sold  by  Puebla  and  Grand  Union  supermarkets. 
As  long  as  such  conditions  exist,  we  cannot  possibly  think  that  those  particular 
interests  which  are  so  tied  into  U.S.  agribusiness  are  going  to  relinquish  their 
claim  on  the  economy  of  the  island. 

Also,  the  system  of  subsidies  works  against  food  self-reliance.  The  most  over- 
whelming subsidy  that  Puerto  Rico  receives  is  food  stamps,  which  reaches  70 
percent  of  all  families  on  the  island.  This  is  a  multi billion  social  welfare  project 
and  I've  heard  it  described  as  the  world's  most  dollar  intensive  welfare  program. 

You  cannot  underestimate  the  effect  of  that  type  of  direct  transfer  of  dollars 
into  PR.  It  is  a  subsidy  which  comes  from  all  the  taxpayers  of  the  U.S.  mainland 
(PR  islanders  do  not  pay  federal  income  tax)  to  the  PR  householder  allowing 
him  to  consume  the  products  of  North  American  corporations. 

Food  stamps  help  support  U.S.  farms,  food  middlemen  and  retail  chains  be- 
cause 85  percent  of  all  our  foodstuffs  are  imported  from  the  mainland  U.S.  But 
it  also  helps  support  U.S.  manufactured  goods,  cars,  color  TV  sets,  etc.  Remem- 
ber, the  small  island  of  PR  is  one  of  the  major  consumers  of  U.S.  goods — right 
behind  England,  Japan,  U.K.  and  Canada.  Many  of  the  food  stamps  are  cashed  in 
at  black  market  banks  or  otherwise  used  as  cash. 

The  effect  is  similar  to  the  tax  exempt  status  given  to  most  foreign  corpora- 
tions. The  investments  do  not  benefit  PR  and  only  result  in  repatriation  of  profits. 

Another  type  of  subsidy  given  the  large  farmer  also  works  against  food  self- 
reliance.  On  sugarlands,  for  example,  the  Roig  family  in  the  Humacao  area,  the 
largest  landholders  in  that  area  on  the  southeast  coast,  are  paid  a  subsidy  by  the 
Puerto  Rican  Sugar  Corporation  per  acre  under  cultivation — not  by  the  amount 
produced.  This  kind  of  subsidy  has  led  to  decreasing  yields  because  the  subsidy  is 
paid  to  the  family  no  matter  what  production  figures  are  like.  As  the  same  time, 
fewer  and  fewer  people  are  employed  on  the  plantation  because  of  decreasing 
yields  and  the  implementation  of  mechanization.  The  cane  equipment  comes  from 
Louisiana — even  though  superior  equipment  for  our  type  of  terrain  is  manufac- 
tured in  East  Germany  which  designed  their  technology  originally  for  Cuba. 

Sugar  yields  are  now  the  lowest  of  any  sugar-producing  area  of  the  world — 
down  to  nine  percent  yield.  The  government  states  it  is  losing  $700  per  acre  per 
year  under  sugar.  Because  the  government  rents  many  of  the  lands  that  are  in 
sugar,  the  policy  supports  foreign  corporations  too.  The  U.S.  company,  C.  W. 
Brewer  &  Co.,  for  example,  which  is  a  holding  company  in  Hawaii  of  the  Rocke- 
feller family,  does  not  lose  any  money  because  their  land  is  rented  to  the  govern- 
ment whether  yields  are  high  or  not. 

When  it  seems  more  profitable  to  withdraw  the  lands  from  agriculture,  the  pri- 
vate interests  are  free  to  do  so.  So  hotels  are  built  or  housing  units  for  the 
middle-class. 

FM.  How  can  the  government  continue  to  finance  this  debt? 

Gaskins.  New  York  banks,  Chase  Manhattan  primarily,  are  the  owners  of 
Puerto  Rico  Government  Bonds  and  they  are  putting  pressure  on  the  PR  govern- 
ment to  reduce  the  sugar  debt  because  the  servicing  of  it  becomes  a  greater 
burden  to  PR  each  year. 

The  losses  through  this  sugar  debt  are  a  large  part  of  the  annual  $134  million 
Puerto  Rican  Department  of  Agriculture  budget  earmarked  for  "agricultural 
development."  So  the  government  has  been  following  a  de-sugarization  policy. 
Many  sugar  mills  have  been  closed  and  sold,  literally  piece  by  piece,  to  Brazil, 
Colombia  and  Venezuela. 

Another  subsidy  that  inhibits  agricultural  development  is  for  cows.  Over  half 
of  all  PR  farmland  is  devoted  to  the  cow,  both  the  dairy  cow  and  the  meat  cow. 
It's  painfully  obvious  that  an  island  with  1,000  persons  per  square  mile  cannot 
devote  so  much  of  its  land  to  cows  if  it  wishes  to  pursue  a  policy  of  food  self- 
reliance. 

Cows  are  a  way  that  a  large  land  owner  can  say  that  he  is  producing  agricul- 
tural products  and  pay  less  land  taxes.  If  I  own  500  acres  on  the  outskirts  of 
Caguas,  I  can  put  six  cows  out  on  it,  and  I  don't  have  to  pay  land  taxes  or  at 
least  I  receive  a  reduced  rate.  I  can  put  out  five  cows,  a  hundred  cows,  any 
amount  of  cows,  but  I  then  qualify  as  an  agricultural  enterprise. 
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The  dairy  cow  is  subsidized  in  Puerto  Rico,  according  to  Jos£  Rasado,  an 
economist  at  the  Inter- American  University  of  Puerto  Rico,  to  the  tune  of  $305 
of  public  funds  per  cow  per  year.  This  is  more  than  the  cow  is  worth. 

Big  dairy  owners  in  Puerto  Rico  also  qualify  for  a  labor  subsidy  plan  where 
60  percent  of  the  wages  of  a  dairy  are  paid  for  by  the  government.  The  farm 
economy  is  completely  artificial  and  supports  absentee  landlords  who  maintain 
marginal  operations.  The  rich  have  their  subsidies  while  the  poor  have  their 
food  stamps. 

FM.  There  is  a  new  government  agency,  the  Administracion  de  Fomento 
Desarrolo  Agricola,  whose  charter,  as  its  name  indicates,  is  to  promote  and 
develop  agriculture.  How  is  it  doing? 

Gaskins.  AFDA  is  an  arm  of  the  PR  Department  of  Agriculture.  It  was  created 
in  1977  with  the  New  Progressive  Party,  the  Pro-Statehood  Party,  in  back  of  it. 
It  is  the  powerhouse  of  the  drive  for  modernizing-at-all-costs  agriculture.  With 
so  much  unemployment,  often  60  percent  in  rural  areas,  it  is  inappropriate  to 
talk  about  labor  substitution  by  mechanization.  Let  me  give  you  two  cases. 

In  1975  the  government  undertook  an  experimental  rice  project  on  the  west 
coast  and  the  north  coast.  It  proved  that  rice  can  be  grown  economically  in  PR. 
But  no  rice  has  been  grown  since  then  because  it's  become  a  political  football. 
One  design  on  the  drawing  boards  calls  for  an  average  production  unit  of  600  to 
860  acres.  Obviously,  the  small  farmer  in  Puerto  Rico  will  never  be  included  in 
that  scheme.  It  is  designed  for  large  vested  interests  with  the  ability  to  amass 
capital  or  to  apply  capital.  The  Bank  of  America  has  offered  to  provide  part  of 
the  funds  and  the  government  appears  interested. 

But  the  model  contemplated  makes  no  sense  in  our  situation.  The  California 
model  talked  about  requires  12  man-hours  per  acre  to  prepare  the  soil,  plant  the 
rice,  cultivate  and  harvest  the  rice  and  reprepare  the  soil.  Whereas  in  Taiwan, 
labor-intensive  methods  require  1200  hours,  China  1400  hours  per  acre  and  the 
rice  yields  are  significantly  higher  and  the  quality  greater.  The  present  rice 
scheme  as  AFDA  outlines  it,  would  be  producing  a  product  identical  to  the  Cali- 
fornia white  rice,  polished  rice,  talcum-powder  added  rice,  that's  presently  being 
imported  and  represents  75  percent  of  our  rice  consumption. 

The  government  has  offered  the  California  interests  the  milling  of  the  rice  in 
PR.  This  would  eliminate  any  chance  that  our  rice  would  be  sold  at  a  lower  cost 
than  presently  imported  California  rice. 

AFDA  also  has  a  vegetable  project  in  Santa  Isabel,  where  5,000  acres  were 
withdrawn  from  sugar  production  in  1977  and  distributed  to  17  farmers.  One 
farmer  has  64  acres,  one  has  1,015  acres.  Most  are  large. 

FM.  Yes,  the  administrators  of  AFDA  have  told  me  that  they  intend  to  produce 
winter  vegetables  for  the  U.S.  market — particularly  crops  they  feel  can  compete 
with  Mexico  for  the  New  York  market. 

Gaskins.  Tomatoes  have  not  been  effective  in  competing.  However,  okra,  win- 
ter cucumbers,  peppers,  are  promising.  For  instance,  1,000  acres  of  cucumbers 
are  now  in  production  in  the  Santa  Isabel  area,  yet  only  third-grade  cucumbers 
are  sold  on  the  local  market  through  the  super-market  chain.  The  first  and  second- 
grade  cucumbers  are  exported.  The  farm  equipment  and  irrigation  system  of  the 
former  cane  plantations  are  made  available  at  subsidized  rates  to  those  farmers. 
But  we,  the  small  mountain  farmers,  don't  receive  such  services. 

We  also  now  feel  competition  from  those  favored  farmers  for  the  traditional 
crops  we  grow  in  the  hills.  But  the  favored  farmers  receive  technical  assistance, 
marketing  specialists,  even  a  packing  house  which  was  built  by  the  government 
These  are  services  no  mountain  village  has  seen. 

We  can't  compete  with  their  prices  but  for  us  it  is  a  livelihood.  For  many  of 
them,  it  is  big  business.  Many  are  absentee  owners  who  live  in  San  Juan  or  Maya- 
gtiez  and  hire  consulting  firms  from  Florida  to  operate  the  farms.  In  fact,  some  of 
these  consulting  firms  have  farms  of  their  own  in  the  Santa  Isabel  project. 

Production  levels  may  have  risen  but  it  is  certainly  not  encouraging  a  food 
self-reliance  on  the  island. 

The  agribusiness  model  employed  here  is  being  criticized  by  more  progressive 
persons  at  the  Agricultural  Sciences  College  in  Mayagiiez  who  charge  that  these 
companies  do  not  have  a  vision  of  long-range  soil  fertility  but  only  of  short-term 
profit 

FM.  What  about  the  USDA? 

Gaskins.  The  USDA  uses  PR  as  a  guinea  pig.  Many  USDA  programs  have 
just  been  U.S.  AID  subcontracts  to  the  University  of  PR.  Most  of  the  research 
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which  my  union  of  small  farmers  in  Carite  has  dug  up  on  the  development  of  the 
passion  fruit  for  our  area  was  originally  conducted  in  PR,  but  it  was  never  re- 
leased here.  It  was  applied  in  Brazil  under  an  AID  program,  in  Hawaii  by  R.  J. 
Reynolds  (who  dominates  the  Hawaiian  passion  fruit  for  Hawaiian  Punch,  etc.). 
We  don't  benefit  from  research  done  on  our  lands. 

Some  USDA  research,  in  fact,  goes  against  us.  For  the  spring  wheat  experi- 
ments the  USDA  imported  diseases  from  the  U.S.  Their  aim  was  to  develop  bet- 
ter resistant  seed  varieties  for  other  areas.  In  the  process  those  diseases  were 
introduced  to  our  environment  and  one  wheat  crop  was  contaminated. 

FM.  Is  there  hope  for  the  smaller  farmer,  then? 

Gaskins.  The  work  cut  out  for  us  is  to  do  just  that,  preserve  the  small  farmer 
tradition,  maintaining  the  wealth  of  knowledge  about  how  to  farm  the  mountains 
and  plains  with  an  appropriate  technology.  My  neighbors  and  I  will  continue  be- 
cause we  believe  in  these  traditions  and  the  future  of  this  way  of  life.  But  the 
system  is  against  us.  It  is  designed  to  benefit  others.  Puerto  Rico's  small  farmers 
could  be  her  greatest  asset.  But  we  are  ignored. 

[Reprint  from  New  York  Times,  Feb.  17,  1981] 

Puebto  Rico's  Agricultural  Woes  Reflect  Dangers  of  Rapid  Growth 

(By  Jo  Thomas) 

San  Juan,  P.R. — West  of  the  capital,  past  the  sprawling  suburbs,  the  inter- " 
minable  auto  graveyards  and  an  abandoned  sugar  mill,  5,000  acres  of  prime 
farmland  lie  idle,  plowed  under  several  years  ago  to  make  way  for  an  ambitious 
government  project  to  grow  rice. 

After  years  of  false  starts  and  $21  million  in  spending,  a  rice  mill  is  in  the  final 
stages  of  construction,  but  only  about  200  acres  of  rice  are  in  cultivation.  Under 
the  most  optimistic  plans,  it  will  take  three  years  to  bring  12,000  acres  under 
cultivation  so  the  mill  can  break  even. 

The  difficulties  encountered  in  the  island's  efforts  to  grow  rice,  a  staple  now 
imported  at  a  rate  of  380  million  pounds  a  year,  illustrate  much  about  what  has 
gone  wrong  with  Puerto  Rican  agriculture  in  recent  years  and  the  damage  that 
can  be  done  to  a  people  in  trying  to  move  too  quickly  toward  an  industrial  society. 

Farm  jobs  were  abandoned,  but  the  new  industrial  growth  could  not  provide 
enough  work  quickly  enough  to  replace  them  and  keep  up  with  the  population 
growth.  Nor  could  wages  keep  up,  and  the  food  stamps  that  were  meant  to  help  the 
Puerto  Rican  poor  have  helped  also  to  destroy  agriculture  production  in  an  eco- 
nomic cycle  the  nation  has  been  unable  to  halt. 

8UGAR   YIELD8    FELL 

"We  might  serve  as  a  horrible  example  to  any  underdeveloped  country  that 
wants  to  move  too  quickly,"  observed  Jose  Vicente-Chandler,  an  agronomist  who 
is  author  of  the  current  administration's  plan  for  modern  agriculture. 

The  vehicle  for  movement  was  Operation  Bootstrap,  an  economic  development 
plan  in  the  1950's  and  1960's  that  succeeded  in  expanding  industry  and  giving 
Puerto  Ricans  one  of  the  highest  standards  of  living  in  the  Caribbean. 

But  as  the  condominiums  and  hotels  and  shoe  factories  and  pharmaceutical 
plants  went  up,  the  tobacco  crop  virtually  disappeared,  vegetable  production 
plunged  and  bananas  and  citrus  fruits  were  left  to  grow  wild  on  semi-abandoned 
coffee  plantations  that  produced  some  of  the  lowest  yields  in  the  world. 

Farmland  disappearei  at  a  rate  of  4,000  acres  a  year,  dropping  in  25  years 
from  90  percent  of  the  island  to  less  than  60  percent. 

Sugar  cane  fields  yielded  half  as  much  per  acre  as  they  had  25  years  earlier,  and 
the  State  Sugar  Corporation,  set  up  in  1973  and  now  the  owner  of  62  percent  of 
the  sugar  land  and  seven  mills,  ran  up  a  debt  of  $450  million  that  has  been  passed 
on  to  consumers  as  a  tax  of  seven  cents  a  pound  on  sugar. 

Moreover,  as  workers  left  the  island's  plantations  and  small  subsistence  farms 
for  jobs  in  factories,  hotels  and  construction  projects,  the  agricultural  work  force 
shrank  to  4.8  last  year  from  36  percent  in  1950.  On  the  mainland,  the  agricultural 
work  force  dropped  from  12.2  percent  to  3.4  percent  in  the  same  period. 

Puerto  Rico,  which  has  good  soil,  abundant  water  and  two  growing  seasons,  no 
longer  cares  to  farm.  Each  year  it  imports  $1.2  billion  in  food  from  the  United 
States  at  prices  that  are  higher  than  on  the  mainland,  and  62  percent  of  all  fam- 
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ilies  here  will  pay  their  share  of  that  bill  with  food  stamps,  part  of  the  $3.3  billion 
in  United  States  transfer  payments  that  keep  the  island's  economy  afloat 

"People  look  at  farming  as  something  no  intellectual  person  would  do — it's 
O.K.  for  my  dumb  cousin,"  said  Mr.  Vicente-Chandler. 

COMPETITION   ON   TWO  FR0NT8 

Only  the  local  livestock  and  dairy  industries,  which  depend  on  imported  feeds, 
have  thrived. 

Because  of  their  ties  to  the  United  States,  Puerto  Rican  farmers  have  been 
caught  in  a  bind  in  the  competition  for  both  local  and  export  markets. 

The  purchasing  power  of  food  stamps  has  increased  the  popularity  of  super- 
markets. Local  farmers  have  to  compete  in  quality,  reliability  and  price  with  high- 
technology,  high-volume  farming  on  the  mainland,  as  well  as  with  the  occasional 
but  ruinous  dumping  of  agricultural  products  here  by  the  United  States. 

Local  growers  must  also  compete  in  pricing  with  foreign  producers  who  keep 
costs  down  by  paying  subsistence  wages.  Field  workers  in  Puerto  Rico  receive  the 
United  States  minimum  wage  and  double  time  for  overtime. 

BICE    PROJECT    WAS    TO    TURN    TIDE 

The  rice  project  was  originally  conceived  as  a  highly  mechanized  undertaking 
for  high-yield,  low-cost  production  which,  without  shipping  costs,  could  compete 
successfully  with  outsiders. 

A  four-year  study  by  a  team  headed  by  Mr.  Vicente-Chandler  at  the  University 
of  Puerto  Rico  Agricultural  Experimental  Station  showed  that  the  island  could 
get  rice  yields  as  high  as  on  the  mainland,  at  least  two  crops  a  year  and,  by  saving 
three  cents  a  pound  on  shipping,  could  easily  compete  with  the  mainland. 

In  1973  Ruben  Berrios  Martinez,  leader  of  the  Puerto  Rican  Independence 
Party  and  then  a  member  of  the  Commonwealth's  Senate,  introduced  a  bill  to 
study  rice  growing  on  a  commercial  scale,  and  it  was  passed.  A  total  of  $600,000 
was  spent.  Some  went  to  Texas  A  &  M  University  to  review  the  Puerto  Rican 
study.  Some  went  into  studies  which  showed  that  Puerto  Rican  shoppers  would 
accept  the  island's  rice.  The  rest  went  into  planting  135  acres  and  setting  up  a 
small  Japanese  rice  mill. 

Salt  water  got  into  the  fields,  herbicides  and  pesticides  were  poorly  used,  the 
mill  was  inadequate  and  yields  were  about  half  what  Mr.  Vicente-Chandler's 
group  had  produced.  In  1976  the  project  was  abandoned. 

With  the  election  that  year  of  Gov.  Carlos  Romero  Barcelo  and  his  New  Progres- 
sive Party,  the  rice  project  was  revived  under  the  government's  Agriculture 
Development  Corporation. 

SERIE8    OF    FALSE    STARTS 

Puerto  Rico  has  50,000  acres  in  humid  coastal  valleys  that  have  water  for 
irrigation.  Initially  the  corporation  decided  to  develop  16,000  acres  that,  when 
ready  for  commercial  production,  would  be  turned  over  to  farmers  who  could 
underwrite  a  farm  of  250  to  500  acres  and  learn  and  apply  high-technology  farm- 
ing methods. 

After  a  series  of  false  starts,  the  government  negotiated  an  agreement  under 
which  Comet  Rice,  a  subsidiary  of  Early  California  Industries  Inc.  of  Houston, 
agreed  to  build  and  operate  a  mill  in  Puerto  Rico.  Meanwhile,  the  government 
signed  up  16  farmers  willing  to  rent  government  land  and  a  Mississippi  engineer- 
ing concern  to  get  the  land  ready  at  a  cost  first  believed  to  be  $500  an  acre  and 
now  believed  closer  to  $1,500  an  acre. 

A  dispute  arose  over  whether  the  land  should  be  contoured,  as  it  is  in  southern 
rice-growing  states,  or  leveled,  as  it  is  in  California,  a  method  that  produces 
higher  yields  but  is  more  expensive.  The  government  wanted  the  land  leveled.  The 
Mississippi  concern  left. 

"We  wanted  to  assure  the  maximum  production,"  said  Antonio  Velez  Ramos, 
Under  Secretary  of  Agriculture.  "Also  the  land  belonged  to  the  government — we 
wanted  to  make  it  perfect  initially.,, 

WATER    RAN    OUT    OF    FIELD 

Two  hurricanes  struck  the  island,  destroying  the  first  seed  farm.  A  record  126 
inches  of  rain  (the  average  is  60  inches)  bogged  down  heavy  equipment.  Outside 
experts,  brought  in  by  Comet  Rice,  which  was  anxious  to  have  rice  to  put  in  the 
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mill  it  was  constructing,  used  computers,  laser  equipment  and  local  engineering 
firms  to  level  the  land.  But  the  slope  was  wrong,  and  when  the  first  field  was 
planted,  the  water  quickly  ran  out. 

"If  a  person  waits  until  everything's  perfect,  he  never  gets  started,"  said 
Mickey  Such,  42  years  old,  a  former  entertainer,  singer,  candlemaker  and  farmer 
who  put  up  $16,000  of  his  own  money,  took  out  a  $100,000  loan,  rented  326  acres 
and  became  the  first  farmer  on  the  project. 

"Everyone  underestimated  the  size  of  the  project,"  said  Jack  M.  Swagerty,  a 
consultant  who  was  brought  into  save  Mr.  Such's  first  field  and  has  taken  over 
efforts  to  get  the  other  rice  fields  ready. 

He  has  declared  some  $1  million  in  equipment  now  parked  near  Mr.  Such's 
fields  "inadequate"  and  has  ordered  $6.5  million  in  new  equipment  to  level  land 
and  another  $1.2  million  in  farming  equipment.  So  far,  it  has  not  arrived. 

The  rice  mill,  near  Arecibo,  which  will  now  cost  about  $15  million,  is  to  be  fin- 
ished in  July.  There  will  be  very  little  rice  to  put  in  it.  For  that  reason,  the 
Farmers  Home  Administration,  which  initially  agreed  to  guarantee  up  to  90 
percent  of  the  financing  through  the  Government  Development  Bank,  has  been 
having  second  thoughts. 

Meanwhile,  farmers  are  still  waiting  for  land,  and  Mr.  Such  is  among  those 
who  believe  it  will  be  a  profitable  venture. 

"Right  now  we  could  produce  80  percent  of  the  rice  we'd  consume,"  said  Mr. 
Such,  who  contended  that  "the  most  important  thing  a  man  can  do  is  raise  food." 

Puerto  Rico  Fact  Sheet  :  Historical  Background 

(By  O.  Lamourt  Valentin) 

The  Island  known  today  as  Puerto  Rico  first  came  to  be  known  to  the  Western 
world  as  "Caniba"  or  "Cariba".  The  inhabitants  of  the  island,  however,  refer  to 
it  as  Boriquen  and  call  themselves  "Boricuas"  and  "Jibaro" — the  modern  de- 
scendants of  the  people  called  by  Christopher  Columbus,  "Canibaro"  (this  word 
entered  European  parlance  as  "cannibal"  after  his  sighting  of  the  island  in  1493). 
Historically,  in  English,  Puerto  Rico^was  known  as  "Caribee  Island".  In  general 
the  whole  area  became  known  as  the  Caribbean  and  its  native  peoples,  Caribs. 

Up  to  that  time — and  Columbus  himself  gives  testimony  to  this — these  people 
and  those  of  Hispanola  (Haiti  and  the  Dominican  Republic)  as  well  as  those  of 
eastern  Cuba,  engaged  in  a  commerce  with  the  surrounding  islands  (the  West 
Indies  and  the  Bahamas)  which  trafficked  in  cotton,  thread,  cordage  and  dye 
products  among  other  things. 

The  existence  pf  this  trade  implies  that  such  an  industry  existed  on  what,  by 
any  standards,  would  be  called  practically  "desert  island"  (for  example  in  the 
Bahamas).  People  lived  and  prospered  by  growing  non-edible  commodities  which 
they  exchanged  with  the  people  of  the  larger  islands,  which  grew  a  surplus  of 
foods  or  elaborated  commodities,  products  of  complex  methods  of  processing  or 
manufacture. 

The  Europaans,  on  their  arrival,  appreciated  the  implications  of  these  trading 
interests  and,  naturally,  wanted  to  take  possession  of  them.  The  Europeans  fell 
upon  the  local  commerce  in  such  a  way  as  to  destroy  it,  and  with  the  loss  of  the 
maritime  supremacy  of  the  local  traders,  this  way  of  life  and  civilization  which 
it  nourished  naturally  fell  apart.  Historically  it  is  well  known  that  this  was  done 
by  gist  of  outright  piracy  and  brute  aggression. 

The  Europeans,  whose  economic  thinking  was  limited  to  their  own  experience, 
thought  that  the  native  peoples  used  gold  as  a  standard  of  value,  such  as  the 
Europeans  used  in  their  currency.  Believing  this,  they  seized  upon  gold  in  order 
to  control  the  way  of  life,  whereas  it  merely  transformed  itself.  Thinking  that 
people  represented  the  standard  of  value  then,  they  branded  the  people  so  that 
they  could  count  them,  those  that  belonged  to  one  or  another.  But  they  had  trans- 
formed themselves  again,  having  fought  the  Europeans  in  the  War  of  1511,  which 
taught  the  Spanish  that  it  was  better  to  leave  the  people  alone. 

Having  irremedially  antagonized  the  population,  the  Spanish  colony  in  Puerto 
Rico  became  a  small  enclave,  with  no  means  of  exercising  any  form  of  competence 
in  a  poliitcal,  economic  or  social  sense  among  the  people  it  purportedly  ruled 
over.  For  the  next  357  years,  its  history  can  only  speak  for  itself,  since  through- 
out that  period  its  efforts  were  directed  at  conquering  the  remainder  of  the 
island  and  the  population.  Each  region  essentially  would  work  out — with  more  or 
less  success — its  relations  to  the  city  behind  the  walls  and  fortresses  of  its  castle. 
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In  the  administration  of  its  colony.  Puerto  Rico — or  rather,  what  was  realy 
the  enclave  colony  of  San  Joan — was  maintained  bj  an  administrative  iiiImMj 
provided  by  the  Vice  royalty  of  Mexico  from  the  middle  of  the  17th  eentary 
until  J  MO  when  Mexico  began  achieving  its  independence  from  Spain.  While 
the  Spanish  enclave  in  San  Joan  was  maintained  on  a  subsidy  from  iM*»rtf» 
City,  there  were  other  developments  taking  place  on  the  Island  similar  to  those 
occurring  on  other  islands.  However,  the  isolation  of  the  enclave  in  San  Jaaa 
wan  notorious  for  the  particular  way  in  which  life  was  divorced  from  reality. 
It  was  al*o  notorious — despite  Spanish  exclusivism — that  the  inhabitants  of 
Puerto  Rico  continued  to  trade  with  other  islands  as  well  as  maintain  contact 
with  foreign  merchant  ships,  receiving  them  in  the  many  ports  around  Puerto 
Rico  where  they  paid  no  duties  to  the  metropolitan  government.  Also,  slaves 
escaping  from  other  islands  immediately  became  free  upon  arriving  in 
Rico: 

Thus,  we  must  place  in  proper  perspective  that  which  from  the 
viewpoint,  is  branded  "piracy"  or  "contraband",  which,  from  the  Island's  per- 
spective is  nothing  let's  than  trade,  liberation,  and  the  survival  of  a  people. 

This*  situation  lasted  until  the  first  quarter  of  the  1800s,  most  predominently 
in  the  Western  part  of  the  Island.  The  situation  was  exposed  repeatedly  by 
Spanish  commissioners  sent  to  implement  reforms  and  administrative  modi- 
fications. This  type  of  modification  presupposes  the  relief  of  the  situation 
created  by  the  cessation  of  the  Mexican  Subsidy.  In  every  case  the  information 
decries  the  great  impoverishment  of  the  colony.  Once  again,  it  is  to  be  asked* 
from  whose  point  of  view?  That  of  the  Spanish  Enclave  or  that  of  the  Puerto 
Ricans? 

The  Spanish  administrators  drew  attention  to  the  industry  and  prosperity 
of  French  and  English  colonies  on  the  other  islands,  overlooking,  no  doubt, 
that  these  imported  almost  all  their  food,  exported  almost  all  of  their  produce — 
which  was  the  product  of  slave  labour  and  which  obviated  a  cash  flow.  They 
may  also  have  failed  to  emphasize  that  those  "prosperous"  islands  were  com- 
prised of  discreet  productive  units,  which  can  be  likened  to  concentration 
camps  or  reservations. 

The  type  of  export  handled  by  the  contraband  trade  on  the  island  of  Puerto 
Rico  naturally  responded  to  the  demand  for  such  products  from  the  other 
islands.  That  is,  the  Puerto  Ricans  bypassed  the  administrative  flat  of  the 
government  using  the  sea  to  their  best  advantage,  trading  with  the  French, 
English  or  Dutch,  and  later  with  the  Americans  of  the  United  States,  to 
i>ecome  part  of  what  was  known  as  the  "Triangle  Trade."  The  trade  of  the 
rest  of  the  Island  was  the  port  of  San  Juan  was  limited,  being  uninviting 
and  unprofitable.  In  reality,  it  was  San  Juan  which  was  impoverished  and  not 
the  Island.  It  was  San  Juan  that  was  needy  or  parasitic,  or  both,  and  not  Puerto 
Rico! 

The  hacienda  system  and  the  plantation  system,  which  made  the  Caribbean  one 
of  the  foremost  and  progressive  export  zones  in  the  world  at  one  time,  was  not  to 
be  highly  developed  in  Puerto  Rico  or  the  Dominican  Republic.  Nor  was  the 
institution  of  slavery  to  have  such  a  great  impact  on  the  society.  For  one  thing, 
during  the  time  that  San  Juan  precariously  subsisted  on  the  Mexican  Subsidy, 
we  find  the  growth  of  a  wage-earning,  free  working  class.  We  must  remember 
that  these  were  the  years  in  which  the  same  economic  revolution  was  creating  a 
free-working,  wage-earning  class  of  citizenry  during  the  Industrial  Revolution  in 
Europe  which  depended  on  the  Caribbean  market  in  order  to  provide  itself  with 
the  products  of  a  complex  manufacture,  such  as  could  only  be  produced  in  a 
tropical  area.  Europe  obtained  cheap  carbohydrates  and  preservatives  from  the 
Caribbean  as  well  as  the  raw  material  for  other  European-based  industries,  as  its 
own  labour  settled  into  urban  areas  and  Europe's  self-sufficiency  in  food  produc- 
tion dropped  ofT.  Part  of  the  Revolution  consisted  in  the  creation  of  the  agro- 
industrial  complex  which  typified  the  plantation  and  hacienda,  built  by  a  non- 
skilled  (slave)  labour  force  drawing  on  sophisticated  mass  production  methods 
and  technology,  supplied  by  the  monoculture  (such  as  sugar  cane)  of  a  non- 
dietary  commodity.  The  plantations  produced  a  "food-substitute"  at  the  end  of  its 
process  of  manufacture,  sugar,  actually  a  chemical  compound  with  easily  trans- 
portable qualities,  and  which,  when  submitted  to  fermentation,  produced  a  fur- 
ther product,  rum.  Both  sugar  and  rum  were  dietary  substitutes,  not  staples. 
Boosters,  not  nutrients. 
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In  the  case  of  Puerto  Rico,  the  land  itself  did  not  yield  a  commodity  of  great 
value,  and  the  existence  of  a  free  working  class  made  slavery  neither  profitable 
nor  extensive.  The  case  was  the  same  even  in  those  parts  of  the  Island  where 
slavery  predominated  since  the  economy  did  not  respond  to  the  European  crisis. 

AN   AUTONOMOUS  ECONOMY 

After  the.  Napoleonic  Wars,  Spain  fell  under  English  domination.  By  dividing 
the  world  markets  the  English  were  primarily  responsible  for  the  break-up  of 
the  Spanish  Empire.  At  the  same  time  the  English  were  the  most  progressive 
nation  in  their  opposition  to  slavery ;  this  institution  proved  contrary  to  its  trad- 
ing interests  in  Africa  as  well  as  to  the  maturation  of  capitalism.  Slavery  was 
alien  to  capitalism  and  prejudicial  to  development  in  Latin  America  and  else- 
where. 

The  Spanish  Constitution  of  1812  was  profoundly  influenced — if  not  imposed — 
by  the  English  Allies,  and  it  was  applied  throughout  the  Spanish  Empire,  includ- 
ing Puerto  Rico  and  Cuba,  by  the  colonial  administration.  The  reforms  which  it 
brought  about  corresponded  to  a  type  of  "economic  gerrymandering"  through 
zones  of  direct  and  indirect  taxation,  which  naturally  extended  to  the  island 
"districts".  At  the  same  time  a  breakdown  of  free  shipping  in  the  Caribbean  area 
resulted  in  a  guerrilla  struggle  in  our  waters  between  the  native  merchant  fleet 
and  the  trade  monopolists.  In  Puerto  Rico  the  leadership  of  this  struggle  fell  to 
Roberto  Cofresi,  who  was  eventually  captured  by  the  United  States  squadron  in 
the  Caribbean  in  1825  and  handed  over  to  the  Spanish  for  execution. 

The  policy  of  establishing  colonial  enclaves  elsewhere  on  the  coasts,  and  of 
building  forts  to  protect  those  on  river  mouths,  laid  the  groundwork  for  complet- 
ing the  encirclement  and  occupation  of  the  central  and  western  region  of  the 
Island.  These  regions  had  never  1»een  conquered  especially  since  the  1511  war 
when  the  Puerto  Rico  people,  called  "Jibaro",  rebelled  against  the  Spanish  and 
sent  them  scurrying  into  their  castles.  None  of  the  Spaniards  "coastal"  defenses 
faced  the  sea.  On  the  contrary,  they  faced  inland. 

Finally  free  of  the  French  occupation,  and  no  longer  in  possession  of  a  vast 
empire,  Spain  slowly  completed  the  occupation  of  the  Island  districts  called 
"indieras".  By  1828  all  the  coasts  had  fallen  and  the  interior  river  valleys  had 
frontier  garrisons. 

In  the  Western  Central  region,  an  autonomous  economy  based  on  native  tropical 
agricultural  technology  still  maintained  itself.  Here,  the  native  methods  produced 
some  commodities  profitably,  as  can  be  seen  from  the  impact  of  the  contraband 
trade.  Coffee  and  sugar  did  not  represent  the  only  crops  as  these  drug-food  supple- 
ments did  in  the  "European"  zones  where  almost  all  of  their  foods  were  imported. 
In  the  Western  Central  region  the  subversion  used  by  the  Spanish  was  much  less 
successful.  In  1828,  a  commercial  plaza  was  created  (perforce  constituted  as  a 
municipality,  Lares)  which  forty  years  later  was  to  be  the  cradle  of  resistance  to 
the  Spanish  colony. 

Land  ownership  through  Judicial  title  to  land  was  foreign  to  the  ethnic  commu- 
nities. This  had  traditionally  fallen  to  that  particular  caste  which  grew  up  over 
the  long  period  of  isolation  within  the  walls  of  the  enclave,  where  the  only  form 
of  employment  was  a  military  career,  frosted  over  by  a  civil-administrative  post 
compounded  into  a  parasitic  bureaucracy  headed  by  the  Spanish-appointed 
Governor. 

It  was  this  caste  that  most  heartily  favored  slavery  and  the  destruction  of  the 
national  native  economy.  It  was  this  caste  that  favored  the  cultivation  of  exclu- 
sively export  commodities  and  the  development  of  what  literally  amounted  to 
concentration  camps  of  labourers  following  the  plantation  systems  of  the  French 
and  English  islands.  This  plan,  however,  would  reach  its  fruition  only  after  1888, 
with  the  expulsion  of  the  Spanish  administration  and  the  imposition  of  the  rule 
of  the  North  American  governor. 

In  order  to  achieve  what  it  viewed  as  "prosperity"  on  the  Island  and  the  expan- 
sion of  the  plantation  system,  the  colonial  administration  created  in  1814  a  sort  of 
"public  corporation"— semi-officially  called  "Friends  of  the  Economy  of  the  Coun- 
try"— which  held  sessions  approximately  every  five  years.  This  was  composed  of 
members  of  the  governing  bureaucracy  who  were  also  the  most  prominent  land 
owners. 

Skirmishes  and  battles  were  taking  place  all  around  the  periphery  of  the  native 
"Indieras"  due  to  the  Spanish  insistence  of  imposing  duties  on  products  en  route 
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to  the  coasts.  In  1868  a  revolution  took  place  in  Lares  in  which  independence  was 
proclaimed  and  a  government  bureau  set  up.  The  revolutionary  forces  evacuated 
the  plaza  and  initiated  a  thirty  year  guerrilla  struggle,  which,  in  its  course,  did 
not  occupy  towns  or  positions.  At  the  end  of  the  struggle  in  1808,  the  invading 
United  States  forces  were  greeted  by  the  guerrilla  forces  all  over  the  island,  who 
occupied  the  positions  abandoned  by  the  retreating  Spanish. 

The  period  from  1868  to  1808,  when  the  United  States  invaded  Puerto  Rico,  was 
characterized  by  guerrilla  war,  great  repressions  and  cruel  massacres  on  the  part 
of  the  Spanish,  comparable  to  what  the  Nazis  did  to  the  Jews  in  Europe  during  the 
second  World  War.  This  was  called  the  Era  of  the  Compontes  (from  the  verb 
"componer":  to  castrate).  This  term  should  be  taken  in  its  most  literal  sense. 
At  that  time  it  was  prohibited  to  speak  the  native  language,  which  was  extirpated. 

Previous  to  this  period,  almost  throughout  the  island  a  system  of  "coupons"  as 
passport  and  identification  papers  were  used.  These  were  filled  out  by  the  person's 
employer  and  stated  his  salary,  a  datum  which  had  no  monetary  significance  since 
it  was  used  to  guarantee  the  consumption,  forceably  loyal,  of  Spanish  products, 
secured  through  the  employer's  account  in  his  or  another  Spaniard's  store.  So. 
even  though  the  revolutionary  demands  to  abolish  slavery  were  met  in  1871,  it 
had  no  relevance  because  a  free  working  class  no  longer  existed  in  the  country. 

On  the  political  front,  an  interesting  shift  had  taken  place.  Those  who  had 
favored  the  destruction  of  the  autonomous  economy  were  now  agitating  for  their 
own  autonomy  because  they  had  been  replaced  as  the  chief  landowning  class  by 
Spanish  immigrants  who  were  established  by  the  authorities  on  confiscated  lands! 
The  Spanish  who  had  once  abrogated  the  constitution  of  1812,  now  insisted  on  its 
revival  because  it  was  a  guarantee  to  their  civil  rights!  On  the  island  no  civil 
rights  existed.  Everyone  had  become  a  prey  to  the  monopolistic  determination  of 
administrative  fiat. 

On  the  other  side,  the  Jibaro  opposed  Spain  because  its  new  ''model"  economy 
and  its  reliance  on  quasi-slave  labour  had  obliterated  his  progress  and  excluded 
his  capital  and  participation  in  the  economy.  His  labour  and  effort,  which  was  ex- 
pressed in  the  physical  product  of  his  land,  was  to  become,  through  the  "libreta" 
(identification)  system,  non-salaried ;  as  if  his  workdays  were  to  be  paid  in  food- 
stamps,  mere  "I.O.U."  's.  This  represented  a  vast  system  whereby  every  individual 
who  ever  came  in  contact  with  a  worker  became  that  worker's  master,  since  he 
was  placed  by  legal  obligation  in  a  position  to  administer  that  individual's  prop- 
erty, which  was  his  work.  Even  the  most  humble  store  attendant  who  signed  the 
"libreta"  of  a  worker  became  that  man's  perpetual  guarantor. 

At  the  same  time,  the  import  monopolists  were  guaranteed  the  continued  and 
loyal  consumerism  of  Spanish  commodities.  Of  these  the  worker  was  allowed  a 
subsistence.  In  no  way  was  he  able  to  avoid  falling  into  debt,  losing  whatever 
property  or  capital  remained  to  him  and  becoming,  in  effect,  a  slave.  At  the  same 
time,  he  participated  in  extensive  black-marketeering  in  order  to  survive,  for 
which  he  was  branded  thief,  criminal  or  bandit.  The  blackmarket  was  exclusively 
in  the  hands  of  the  rich  and  economically  solvent,  or  in  the  hands  of  those  power- 
ful enough— and  prosperous  enough — to  direct  the  illicit  trade.  That  is,  the  black* 
market  was  controlled  by  those  same  individuals  who  passed  as  authorities  and 
representatives  of  "law  and  order",  from  the  governor  down  to  the  policeman  on 
the  beat,  all  as  corrupt  as  the  benefits  that  could  be  derived  from  his  position 
would  allow  him  to  be.  Political  means  became  "formalities",  vested  interests 
patronized  as  like  to  like,  the  worst  rising  to  the  top. 

The  genocidal  componte  system,  which  was  the  violent  means  of  control,  kept 
the  population,  no  less  than  the  corruption,  in  a  state  of  virtual  political  terrorism, 
called  "criminality".  The  United  States  invasion  of  Puerto  Rico,  propagandized 
as  a  "liberating  operation"  quickly  assumed  the  position  vacated  by  the  Spanish. 
The  Americans  imposed  a  military  regime  which,  from  1903  to  1906,  re-initiated 
the  componte,  jailed  the  liberal  leadership  during  "elections",  and  consolidated 
the  power  of  the  same  aristocratic  caste  which  had  plunged  the  country  into  the 
circumstances  already  described.  This  caste  had  first  betrayed  the  native  people 
and  then  the  Spanish  for  their  own  parasitic  ends.  Those  same  people  who  had 
complained  to  the  Spanish  commissioners  of  their  great  poverty  and.  of  the 
"natural"  laziness  and  lack  of  industry  of  the  native  population,  later  joined  the 
authoritarian  governors  and  brought  the  whole  population  to  such  miserable 
straits. 

Having  been  "autonomists",  under  the  Spanish,  this  collaborationist  caste  now 
turned  to  the  service  of  the  North  American  invaders  and  betrayed  the  people 
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in  order  to  arrive  at  their  present  profitable  and  historically  consistent  circum- 
stances. At  present,  under  the  guise  of  a  "more  American  than  thou"  policy,  they 
once  again  threaten  to  rip  our  tongues  out  of  our  mouths,  terrorize  the  popula- 
tion with  officially  condoned  acts  of  violence,  and  finally  destroy  any  confidence 
in  democratic  means. 

Furthermore,  they  promise,  by  economic  subterfuge,  (1)  to  exile  the  discon- 
tented population  by  exporting  their  wage  earners;  (2)  impose  such  programs 
as  massive  sterilization  to  limit  population  control;  (3)  use  Food  Stamps  as  a 
form  of  economic  blackmail  and  eventually  to  create  work-fare  programs  which 
would  imply  virtually  a  return  to  Spanish  slavery  and  a  concentration  camp 
morality. 

U.S.  Senate, 
Committee  on  Agriculture,  Nutrition,  and  Forestry, 

Washington,  D.C.,  March  20, 1981. 
Ms.  Sam m ie  Lynn  Puett, 

Commissioner,  Tennessee  Department  of  Human  Resources, 
Nashville,  Tenn. 

Dear  Commissioner  Puett:  Chairman  Helms  mentioned  during  the  food 
stamp  hearing  on  March  16, 1981  that  witnesses  might  be  asked  additional  ques- 
tions for  the  record  by  Committee  members  and  staff.  We  would  very  much 
appreciate  your  providing  written  answers  to  the  following  questions  by  April  3, 
1981. 

Question  No.  1.  In  your  testimony  you  recommend  that  the  food  stamp  program 
"recognize  regional  differences  in  family  income,  in  shelter  deductions,  and  in 
utility  costs."  Can  we  assume  from  this  statement  that  you  oppose  the  Presi- 
dent's proposal  to  freeze  the  maximum  allowable  shelter  deduction  at  its  cur- 
rent level? 

Answer.  No. 

Question  No.  2.  The  President  has  also  proposed  to  freeze  the  standard  deduc- 
tion at  its  current  level  of  $85  a  month.  The  standard  deduction  was  instituted 
by  the  1977  Act  to  replace  a  variety  of  itemized  deductions.  It  is  currently  ad- 
justed annually  for  inflation  to  reflect  rising  living  costs.  Do  you  favor  freezing 
the  standard  deduction  at  its  current  level? 

Answer.  Yes.  But  let  me  elaborate. 

Question  No.  3.  In  answer  to  a  question  at  the  March  16  hearing,  you  stated 
that  the  proposal  to  count  school  lunches  against  food  stamps  "could  be  an  ad- 
ministrative nightmare."  In  addition  to  your  administrative  concerns,  could  you 
please  state  whether  you  would  favor  this  proposal  on  a  policy  basis?  Since 
Tennessee  has  one  of  the  lowest  AFDC  payment  standards  in  the  nation,  the 
school  lunch-food  stamp  proposal  could  have  a  significant  effect  on  the  incomes 
of  low-income  Tennesseans.  For  instance,  the  maximum  AFDC  payment  for  a 
family  of  four  with  no  other  income  in  Tennessee  is  $148  a  month.  A  mother  with 
three  schoolchildren  can  currently  receive  the  $148  in  AFDC  and  about  $225 
(assuming  a  small  shelter  deduction)  in  food  stamps,  for  a  total  monthly  income 
of  about  $373.  This  equals  about  53  percent  of  the  poverty  line.  If  the  school 
lunch-food  stamp  proposal  were  to  pass,  this  family's  income  would  be  reduced 
by  about  $35  a  month  to  48  percent  of  the  poverty  line.  Do  you  believe  that  low- 
income  Tennesseans  could  afford  to  lose  this  purchasing  power?  Would  the 
state  step  in  to  offset  some  of  this  loss? 

Answer.  In  my  March  16  testimony  I  contrasted  food  stamp  assistance  to  an 
elderly  recipient  whose  allotment  was  decreased  because  of  a  Social  Security  in- 
crease with  assistance  to  an  able-bodied  country  music  aspirant  who  expected 
the  government  to  underwrite  his  musical  aspirations  by  providing  him  with 
food  stamps.  I  concluded  by  stating  that  "I  would  like  to  see  that  country  music 
aspirant  come  off  the  food  stamp  rolls  so  we  could  increase  the  allotment  of  the 
elderly  recipient  who  had  no  other  options." 

It  is  apparent  from  the  research  you  have  done  in  preparation  of  your  third 
question  that  you  appreciate  part  of  the  problem  I  attempted  to  bring  to  the 
committee's  attention — that  certain  individuals  and  families  are  in  desperate  need 
of  increased  food  stamp  benefits  while  others  could  provide  for  their  own  needs 
if  they  would  make  the  effort.  The  other  part  of  the  problem,  however,  is  that 
such  adjustments  will  never  be  possible  so  long  as  we  tolerate  the  kind  of  laxity 
that  permeates  the  food  stamp  eligibility  and  administrative  processes. 

The  separate  household  concept  and  the  school  lunch  concept  are  costly  and 
inherently  inequitable  ways  of  expanding  program  benefits  to  some,  but  not  all, 
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recipients.  For  example,  one  four-member  family  which  "purchases  and  prepares" 
meals  as  a  unit  should  not  receive  less  benefits  than  the  same  four-member  family 
which  alleges  that  they  "purchase  and  prepare"  meals  separately  from  the  eight- 
een-year-old. At  the  same  time,  families  with  school  age  children  receive  both 
food  stamps  and  school  lunch  supplements  while  the  Social  Security  recipient 
receives  only  stamps,  no  meals  supplement.  Another  inequity  is  produced  by  the 
boarder  policy  that  requires  the  issuance  of  food  stamps  to  persons  whose  meals 
are  being  provided  through  a  room-and-board  payment.  The  boarder  gets  the 
same  allotment  as  another  person  who  does  not  get  meals  with  rent  payments 

To  insure  that  the  same  type  of  inequities  cited  above  are  not  also  present  in 
the  food  stamp  exemption  and  deduction  process,  I  heartily  endorse  the  Presi- 
dent's proposal  to  freeze  the  maximum  shelter  allowance  and  standard  deduction 
amounts.  As  you  are  no  doubt  aware,  this  entire  area  was  the  subject  of  much 
debate  even  prior  to  enactment  of  the  1977  Act.  It  is  through  the  respective 
deductions  and  allowances  that  equity  can  be  maintained  in  the  program ;  and 
while  much  work  has  been  done  in  this  area,  even  more  must  be  done  to  insure 
the  program's  integrity.  I  am  confident  that  the  President  made  his  proposal  to 
stop  the  process  in  place  so  that  the  very  concept  of  excess  shelter  allowance,  in 
view  of  the  existing  standard  deduction,  could  be  thoughtfully  explored  before 
benefits  are  increased  again. 

No,  the  State  of  Tennessee  does  not  have  funds  to  replace  lost  federal  dollars 
in  any  program.  However,  removal  of  certain  persons  from  the  food  stamp  rolls 
could  make  current  food  stamp  funds  go  further  in  meeting  the  needs  of  persons 
who  are  totally  dependent  on  support  programs. 

Thank  you  in  advance  for  your  prompt  response  to  these  questions.  I  would 
add  that  I  did  find  your  written  testimony  very  helpful.  I  am  hopeful  that  the 
Committee  will  take  action  on  some  of  your  recommendations 
Sincerely  yours, 

Robebt  J.  Febsh, 
Professional  Staff  Member. 

State  of  Tennessee, 
Department  of  Human  Services, 

Nashville,  Tcnn.,  April  27, 1981. 
Hon.  Jesse  Helms, 

Chairman,  Committee  on  Agriculture,  Nutrition,  and  Forestry,  Dirksen  Build- 
ing, Washington,  D.C. 
Dear  Senator  Helms  :  As  a  foilow-up  to  your  request  for  additional  informa- 
tion for  use  by  the  Agriculture  Committee  in  considering  the  Farm  Bill,  I  am 
submitting  the  following  comments : 

(1)  comparability  between  food  stamps  and  afdc 

The  Food  Stamp  Act  of  1977  required  the  states  to  move  toward  consolidation 
of  the  two  programs.  The  single  interview  concept  required  caseworkers  and 
supervisors  to  be  knowledgeable  in  both  AFDC  and  Food  Stamp  policies.  The 
benefits  were  obvious  to  the  recipient  population,  who  were  required  to  deal 
with  but  one  individual.  The  benefits  to  program  administration  were  substan- 
tial but  incomplete  because  staff  were  required  to  deal  with  two  separate 
branches  of  policy. 

I  believe  Tennessee  and  other  states  moving  toward  the  consolidated  or  gen- 
eric caseload  approach  are  adopting  the  rigbf  approach.  What  is  needed  now 
is  a  strong  commitment  to  this  course  from  the  Committee  and  the  respective 
federal  agencies.  Perhaps  the  first  step  in  this  process  is  a  common  language 
between  the  respective  programs.  I  am  submitting  for  your  review  an  excerpt 
from  a  recently  completed  study  on  simplification  of  client  eligibility  require- 
ments for  human  services  and  income  maintenance  programs  conducted  by 
Mountain  Plains  Federal  Regional  Council  in  conjunction  with  four  states  and 
seven  federal  agencies. 

The  full  report  including  EDP  impact  data  compiled  by  the  four  prirtHpat- 
ing  states  (Colorado,  South  Dakota,  Massach  rsetts  and  Michigan)  has  been  for- 
warded to  Mr.  Tom  Boney  under  separate  cover,  TeimeHwVw  Pood  Htm 
Medicaid  and  AFDC  staff  have  reviewed  the  report  and  believe  M 
of  definition  and  treatment  of  income  i 
would  significantly  simplify  the  admin 
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Beyond  this,  however,  I  would  suggest  that  the  most  fertile  ground  for  consoli- 
dation of  definitions,  standards,  and  limits  is  in  the  area  of  program  resources. 
Real  and  personal  property  definitions  are  easily  compatible  between  the  pro- 
grams (i.e.,  trust  funds,  loans,  homestead,  contiguous  property,  temporary  ab- 
sence, etc.).  Valuation  standards  are  likewise  simple  to  standardize  (i.e.,  Food 
Stamps  presently  measures  a  vehicle's  worth  via  fair  market  valuation  whereas 
AFDC  uses  equity  value).  With  respect  to  resource  limitations,  the  programs 
are  not  far  apart :  AFDC  presently  has  a  maximum  $2,000  per  individual  resource 
limit  and  Food  Stamps  a  $1,500  or  $3,000  family  limitation.  Certainly,  the  two 
agencies  are  close  in  this  area  and  with  a  little  communication  could  reach  an 
accord.  Real  or  personal  property  exemptions  would  require  only  minor  adjust- 
ments between  the  programs. 

More  extensive  work  will  be  needed  in  the  area  of  earned  and  unearned  income. 
Again,  the  starting  point  should  be  with  a  common  language  between  the  pro- 
grams (for  example,  should  lump  sum  payments  be  considered  income  or  re- 
sources?). Next,  agreement  on  treatment  of  income  is  necessary  (for  example, 
how  much  of  the  educational  loans  should  be  exempted  from  consideration?). 
Finally,  in  what  areas  may  deductions,  disregards  and  computation  methods  be 
consolidated.  Food  Stamps,  for  example,  permits  a  20  percent  earned  income 
deduction  and  AFDC  presently  permits  the  states  the  option  of  itemizing  or 
permitting  a  percentage  deduction  for  earned  income.  In  Tennessee,  we  opt  to 
allow  clients  the  same  20  percent  deduction  in  either  program,  thus  consolidat- 
ing this  component.  We  now  understand  that  HHS  is  proposing  a  flat  $75 
earned  income  deduction.  As  indicated,  with  communication  and  commitment 
from  the  respective  agencies,  I  am  confident  we  can  improve  the  administration 
of  these  programs  by  moving  them  closer  together. 

(2)    INCOME  CROSS-CHECKING 

As  soon  as  possible  after  the  passage  of  the  Food  Stamp  amendments  of  1980, 
the  Tennessee  Department  of  Human  Services  cooperated  with  the  Office  of  the 
Inspector  General  to  conduct  a  match  project  of  our  largest  project  area,  Mem- 
phis, Tennessee  (59,174  households).  Later,  the  joint  effort  was  extended  to  our 
second  largest  office,  Nashville,  Tennessee  (22,852  households). 

Wage  credit  reports  from  the  Department  of  Employment  Security  for  the 
most  current  quarter  reported  (March  1980)  were  matched  via  social  security 
number  of  Food  Stamp  participants  lists  for  Memphis  and  Nashville.  The  test 
disclosed  1,601  cases  of  suspected  fraud  in  those  two  counties  for  the  quarter 
studied.  That  is,  there  were  1,601  cases  in  which  wages  were  not  reported  by 
the  recipients  but  were  reported  by  the  Department  of  Employment  Security. 
The  test  also  disclosed  that  667  AFDC  cases,  95  SSI  cases,  735  Medicaid  cases 
and  144  HUD  cases  had  unreported  income.  The  Food  Stamp  dollar  amount  in- 
volved totaled  $571,559.00;  FDC  $174,849.00;  and  HUD  $48,297.00;  SSI  and 
Medicaid  are  undetermined  at  this  point. 

The  Department  is  presently  following  up  on  claim  determination  and/or 
prosecution  in  these  cases. 

(3)     MAIL  ISSUANCE 

The  Department  of  Human  Services  has  been  engaged  in  delivery  of  Food 
Stamp  coupons  through  the  mail  since  November,  1979.  At  the  present  time  we 
issue  coupons  through  the  mail  in  92  of  Tennessee's  95  counties — or  60  percent  of 
our  cases.  In  February  of  this  year  our  loss  rate  in  rural  counties  was  .47  percent 
of  the  coupons  issued.  The  rate  for  our  urban  office  (Knoxville)  during  the  same 
period  was  1.64  percent.  Our  experience  has  been  that  the  loss  rate  generally 
increases  in  proportion  to  the  urbanization  factor.  As  a  safeguard,  we  have  not 
expanded  the  direct  mail  program  to  our  other  three  urban  areas  (Memphis. 
Nashville,  and  Chattanooga).  Additionally,  in  May  we  plan  to  send  all  coupons 
in  Knoxville  via  certified  mail.  Our  expectation  is  that  the  losses  there  will  be 
reduced  dramatically. 

(4)    EXPEDITED   SERVICE 

Because  we  did  not  anticipate  a  large  volume  of  families  requesting  expedited 
service,  our  EDP  system  was  not  programmed  to  report  expedited  approval. 
Hence  statewide  reports  are  unavailable.  Nevertheless,  a  number  of  our  regions 
have  maintained  their  own  statistics  in  this  area  and  advise  that  in  some  months 
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such  approvals  exceed  50  percent  of  the  new  case  approvals.  One  factor  that 
greatly  increases  the  incidence  of  such  requests  is  the  practice  of  some  recipients 
who,  after  missing  their  regular  recertitication  appointment  and  losing  conti- 
nuity of  benefits,  request  expedited  service  to  continue  their  benefits  in  an  unin- 
terrupted fashion. 

Quality  work  and  expeditious  service  at  the  level  now  required  of  the  states 
are  mutually  exclusive.  The  time  period  must  be  expanded  so  the  verification 
process  may  at  least  permit  the  agency  to  check  collateral  contacts  regarding  the 
applicants  circumstance  (calls  to  at  least  two  neighbors,  friends,  etc.) ;  whether 
the  applicant  is  living  with  relatives  (in  which  case  the  emergency  nature  of 
the  application  can  be  presumed  to  be  diminished)  ;  whether  the  applicant  has 
liquid  assets — below  the  resource  limit  but  sufficient  to  purchase  food — that 
may  be  utilized  in  an  emergency ;  whether  the  applicant  has  missed  a  scheduled 
appointment  for  recertitication  within  the  past  30  days.  A  gross  income  test 
might  also  offer  some  relief  in  this  area. 

Thank  you  for  the  opportunity  of  providing  the  Committee  with  these  addi- 
tional data.  If  I  may  be  of  further  assistance  to  you  or  members  of  the  Commit- 
tee, please  let  me  know. 
Sincerely, 

Sam m ie  Lynn  Puett, 

Commissioner. 

[The  following  material  was  submitted  by  Ms.  Puett.  See  p.  31 
for  the  oral  testimony  of  Ms.  Puett.] 

[ATTACHMENT  #1] 

Tennessee  Department  of  Human  Services 

problematic  federal  regulations  in  the  family  assistance  program 

1.  Separate  Households — One  of  the  most  costly  regulations  in  the  Food  Stamp 
program  allows  persons  living  together  to  have  separate  Food  Stamp  cases.  This 
increases  household  benefits  and  greatly  expands  the  caseload  size  in  the  state. 
The  movement  from  single  to  separate  household  and  back  also  significantly 
impacts  on  workload  activity.  This  policy  is  expensive  and  error  prone.  The 
department  recommends  limitations  be  established  on  the  qualifications  for  separate 
households  which  will  benefit  those  who  truly  are  separate  without  allowing  the  abuse 
we  are  presently  experiencing.  7  C.F.R.  273.1(a)(2). 

2.  Retroactive  Food  Stamp  Benefits — Federal  regulations  require  the  state  agency 
to  issue  Food  Stamps  to  approved  applicants  for  the  entire  month  of  application. 
This  means  persons  who  apply  on  the  last  day  of  the  month  receive  stamps  retro- 
active for  that  entire  month,  as  well  as  for  the  month  in  which  their  eligibility  is 
actually  certified.  This  adds  to  program  costs  and  is  negatively  viewed  by  the 
public.  The  department  recommends  that  the  regulation  requires  benefits  be  given 
retroactively  only  to  the  date  of  application  on  a  pro-rated  basis. 

3.  Expedited  Services  in  Food  Stamps — Federal  regulations  in  the  Food  Stamp 
program  require  expedited  or  rapid  service  for  certain  applicants.  These  clients 
must  receive  stamps  within  three  working  days  of  application.  This  produces 
scheduling  difficulties  and  frequent  inaccuracy  in  eligibility.  Two  factors  signifi- 
cantly inflate  the  number  of  individuals  treated  on  an  expedited  basis.  Available 
cash  resources  below  the  general  resource  limits  for  the  program  are  excluded  from 
consideration  when  determining  the  need  for  expedited  service.  As  a  result,  clients 
with  hundreds  of  dollars  cash  can  qualify  for  expedited  service  even  though  they 
have  adequate  resources  to  provide  food  throughout  the  normal  application 
process.  7  C.F.R.  273.2 (i). 

Also  contributing  to  the  expedited  activity  is  a  significant  number  of  applicants 
who  are  not  new  to  the  program.  Many  of  these  individuals  choose  for  whatever 
reasons  not  to  respond  to  a  scheduled  recertification  interview  or  contact  the  de- 
partment resulting  in  the  termination  of  their  case.  They  then  reappear  at  our 
office  at  the  first  of  the  month  and  reapply  often  qualifying  on  an  expedited  basis. 
This  creates  considerable  inefficiency  of  operation  both  for  recertification  staff  and 
intake.  At  present,  there  is  no  disincentive  for  clients  to  do  this  and  in  some  cases  it 
can  result  in  their  stamps  being  issued  before  their  normal  cycle.  As  a  result  of 
these  problems,  the  department  recommends  the  time  frame  for  expedited  service  be 
extended  to  five  days,  that  available  cash  resources  be  considered  when  screening  for 
expedited  service,  ana  that  clients  who  fail  to  meet  a  scheduled  appointment  for  recertifi- 
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cation  and  do  not  initiate  contact  to  express  continued  interest  in  the  program  be  ex- 
cluded from  expedited  service  for  thirty  days. 

4.  Boarder  Policy — Federal  regulations  allow  individuals  who  pay  a  reasonable 
rate  for  room  and  board,  and  thus  receive  three  full  prepared  meals  each  day,  to 
apply  for  and  receive  a  full  allotment  of  Food  Stamps  which  can  then  be  used  to 
purchase  snacks  This  is  an  inappropriate  use  of  program  resources  The  depart- 
ment recommends  that  the  regulations  exclude  boarders  from  participation  or  allow 
participation  only  on  a  pro-rated  basis  for  meals  not  provided  under  the  room  and 
board  agreement.  7  C.F.R.  273. 1  (a)  (b). 

5.  Replacement  of  Stolen  Coupons — Federal  regulations  require  the  replacement 
of  Food  Stamp  coupons  which  are  reported  stolen  or  destroyed.  The  replacement 
of  stolen  coupons  is  a  fraud-prone  regulation.  Beyond  the  possibility  of  fraud, 
Food  Stamp  recipients  are  responsible  citizens  who  should  be  accountable  for 
their  coupons  once  they  have  received  them.  The  department  recommends  regulation 
requiring  replacement  of  stolen  coupons  be  deleted.  273.11(f). 

6.  Second  Appointment  Policy — Federal  regulations  require  a  second  appoint- 
ment automatically  be  scheduled  when  an  applicant  for  Food  Stamps  fails  to 
appear  for  the  first  appointment.  This  second  appointment  must  be  scheduled, 
even  when  no  contact  has  been  made  by  the  applicant  to  express  continued 
interest.  Many  such  clients  fail  to  appear  for  the  second  appointment  as  well. 
This  regulation  produces  inefficiency  in  the  intake  operation  and  slows  the  process 
for  other  applicants.  The  department  recommends  that  the  second  appointment  re- 
quirement be  deleted  when  the  client  does  not  initiate  contact  to  express  continued 
interest  in  the  program.  7  C.F.R.  273.2(e)(3). 

7.  Waiver  of  Adverse  Action — Federal  regulations  require  clients  be  given  a 
ten-day  notice  of  adverse  action  before  any  reduction  in  their  Food  Stamp  allot- 
ment. Situations  occur  in  which  the  client  reports  a  change  toward  the  end  of  the 
month  which  will  result  in  a  reduced  allotment.  Regulations  limit  the  use  of  a 
waiver  of  the  ten-day  notice  to  only  strikers.  Unable  to  allow  the  client  to  waive 
the  notice  because  of  the  regulations,  the  department  must  over-issue  stamps  to  a 
client  who  would  prefer  not  to  receive  them,  resulting  in  an  error.  The  department 
recommends  federal  regulations  provide  for  a  waiver  of  adverse  action.  273.13(8). 

8.  Recertification  by  the  15th  of  the  Month — Federal  regulations  require  all 
Food  Stamp  households  be  recertified  by  the  15th  of  the  month.  The  15th  appears 
to  be  an  arbitrary  date  which  creates  considerable  scheduling  problems  and 
workload  inefficiency.  The  department  recommends  the  specific  date  be  deleted  and 
replaced  by  a  statement  requiring  recertification  by  the  date  necessary  to  ensure  con- 
tinued uninterrupted  benefits  to  the  clients.  273.14(b)(4) 

9.  Claim  Determination  in  Non-Fraud  Food  Stamp  Over-Issuance — Federal 
regulations  require  all  staff  to  complete  claim  determination  documentation  on 
all  Food  Stamp  over-issuances  even  though  federal  regulations  prohibit  state 
efforts  to  collect  non-fraud  claims  below  $35.  This  results  in  an  unnecessary 
expenditure  of  staff  time.  The  department  recommends  the  deletion  of  the  requirement 
for  claims  processing  if  the  non-fraud  over-issuance  is  below  the  level  for  which  reg- 
ulations require  the  state  to  seek  repayment.  Further,  the  department  recommends 
the  limit  below  which  no  repayment  efforts  would  be  attempted  be  raised  to  $100  due 
to  staff  cost  involved  in  any  claim  processing  and  recoupment  effort.  273.18(b)(3). 

10.  Funding  of  Fraud  Investigations — Federal  regulations  allow  funding  of  75 
percent  of  the  cost  of  only  certain  investigative  activities  related  to  suspected 
Food  Stamp  fraud.  This  funding,  intended  as  an  incentive  to  the  state  to  detect 
and  prosecute  Food  Stamp  fraud,  is  limited  to  personnel  and  related  expenses 
designated  by  job  title  specifically  for  investigation  and  prosecution.  The  state 
agency  expends  considerable  monies  and  staff  hours  in  preliminary  investigation 
and  computations  by  personnel  other  than  those  designated  as  investigators 
at  the  county  level.  The  department  recommends  ALL  costs  related  to  fraud  in- 
vestigations be  funded  at  the  rate  of  75  percent  by  the  federal  government. 

11.  Medical  Deductions — Food  Stamp  regulations  allow  deductions  for  certain 
medical  expenses  for  persons  over  sixty  or  who  receive  SSI  or  Social  Security  dis- 
ability benefits.  The  verification  and  calculation  of  these  expenses  is  a  time- 
consuming  and  error-prone  activity.  As  expenses  are  so  common  for  this  group,  the 
department  recommends  the  regulations  provide  for  a  standard  medical  deduction  with 
allowance  for  verification  of  excess  expenses.  273.9(d)  (3). 

12.  Jurisdiction  on  Food  Stamp  Trafficking — Federal  regulations  are  unclear  on 
which   agency  has  jurisdiction   on   cases  involving  trafficking.    The  department 
recommends  the  regulations  provide  financial  incentives  for  the  state  agencies  to  in- 
crease their  investigations  of  these  matters  or  designate  USDA-OIC  to  handle  all 
trafficking  cases. 
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13.  Food  Stamp  Outreach — Federal  regulations  require  each  county  office  to 
conduct  specific  and  reported  outreach  in  the  Food  Stamp  program.  With  the 
broad  public  awareness  of  the  program,  these  efforts  are  becoming  less  and  less 
necessary.  The  reporting  requirements  and  specific  time  requirements  on  our  staff 
are  unnecessary  and  inefficient.  While  state  agencies  will  continue  public  aware- 
ness efforts  as  we  do  in  other  programs,  the  department  recommends  the  Federal  out- 
reach requirements  for  the  Food  Stamp  program  be  limited  to  an  annual  state  outreach 
plan  ana  maintenance  of  the  hotline.  272.6. 

Issues  which  represent  the  lack  of  coordination  between  the 'Departments  of 
Health  and  Human  Services  and  Agriculture.  Even  if  we  lack  a  common  eligibility 
standard,  the  two  federal  agencies  could  coordinate  programs  through  such  issues 
as  those  identified  here: 

14.  Work  Registration  and  WIN  Registration — This  department  operates  a 
merged  Food  Stamp  and  AFDC  program.  The  two  responsible  federal  agencies, 
US  DA  and  HHS,  require  separate  and  uncoordinated  work  registration.  To  increase 
efficiency  and  redufce  agency  errors,  the  department  recommends  both  federal 
agencies  adopt  a  single  criterion  for  registration  for  both  WIN  and  Food  Stamp 
work  registration,  such  as  age  18.  To  reduce  unnecessary  paperwork,  the  comple- 
tion of  the  registration  should  also  be  changed  from  semi-annual  to  annual  unless 
significant  changes  occur.  273.7(b)  note:  Food  Stamp  requirements  are  already 
age  18. 

15.  Income  Disregards — Operating  a  merged  Food  Stamp  and  AFDC  program  has 
many  difficulties  directly  related  to  federal  regulations.  One  of  the  most  proble- 
matic is  that  of  two  different  sets  of  income  disregards.  AFDC  regulations  require 
certain  allowable  and  standard  disregards  while  Food  Stamp  regulations  allow 
others.  For  the  most  efficient  administration  of  these  two  programs  at  the  state 
level,  the  department  recommends  the  federal  government  establish  one  common  set  of 
income  disregards.  As  this  will  alter  the  number  of  persons  eligible  and  the  amount  of 
their  benefits,  it  should  be  done  only  after  careful  analysis  at  the  federal  level. 

16.  Quality  Control — The  federal  government  mandates  the  establishment  of  a 
quality  control  system  at  the  state  level  to  measure  the  accuracy  of  the  eligi- 
bility process.  The  system  as  it  is  currently  designed  incorporates  a  variety  of 
inconsistencies  between  normal  eligibility  determinations  process  and  quality 
control  determinations.  Eligibility  staff  are  restrained  by  regulations  from  the  full 
and  complete  verification  process  required  of  the  quality  control  staff.  Quality 
control  reviews  should  be  limited  to  the  same  standards  of  verification  that  eligi- 
bility staff  use.  The  department  urges  a  complete  review  and  redesign  of  the  quality 
control  system.  A  redesigned  system  should  hold  the  state  fully  accountable  for  agency 
errors,  but  should  not  sanction  the  state  for  errors  committed  by  clients.  273.2  (f). 

17.  Federal  Oversight  and  Mandated  Reporting — The  federal  government  requires 
the  states  to  expend  enormous  amounts  of  time  responding  to  federal  reporting 
requirements.  The  states  must  prepare  large  detailed  corrective  action  plans  for 
each  Family  Assistance  program.  These  plans  require  considerable  staff  hours 
which  would  be  better  devoted  to  correcting  program  deficiencies  rather  than 
preparing  reports.  Beyond  these  corrective  action  reports,  the  department  devotes 
extensive  staff  resources  to  the  preparation  of  federal  status  reports.  In  the  Family 
Assistance  program  alone,  we  prepare  over  30  separate  types  of  routine  federal 
reports  which  result  in  over  375  separate  submissions  each  year.  The  department 
recommends  the  Departments  of  USDA  and  HHS  significantly  reduce  the  state 
reporting  requirements  thus  allowing  increased  efficiency  at  the  state  level. 

[ATTACHMENT  #2] 

Existing  Food  Stamp  Household  Budgeting  Concepts 

a.  combined  vs.  separate  households 

1.  Family  Unit  equals  Husband,  Wife,  18  Year  Old  Child  and  Relative  Re- 
siding in  the  Home. 

2.  Family  Option  §1  (Combined  Household):  Family  Purchases  and  Prepares 
Food  In  common;  Maximum  Monthly  Allotment =$233.00  for  Family. 

3.  Family  Option  ##  (Separate  Households) :  Individual  Family  Members  Pur- 
chase and  Prepare  Food  Separate  and  Apart  From  the  Others. 

Maximum  monthly  allotment  for  husband  and  wife $128 

Maximum  monthly  allotment  for  18  year  old  child 70 

Maximum  monthly  allotment  for  live-in  relative 70 

Total  allotment 268 
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[ATTACHMENT  #3] 

B.  SEVERANCE  OF  MEMBER  FROM  HOUSEHOLD  AND  EFFECT  OF  NOTICE  OF  ADVER8B 

ACTION 

1.  Family  Unit  equals  Husband,  Wife,  18  Year  Old  Child  and  Relative  Re- 
siding in  the  Home. 

2.  Live-in  Relative  Moves  to  New  Residence  During  Last  Week  of  the  Month. 

3.  Food  Stamp  Severance  Procedure  equals: 
Month  of  Move: 

Full  month  allotment  for  four  (4)  person  household $233 

Month  subsequent  to  move: 

(a)  Full  month  allotment  for  three  (3)  person  household  at  four  (4) 

person  level  (in  order  to  reduce  benefits  of  three  (3)  person 
household,  the  State  must  provide  them  with  notice  ot  adverse 
action  and  ten  (10)  day  period  to  file  appeal.  As  this  period  will 
not  elapse  until  after  month's  end.  dual  eligibility  results) $233 

(b)  Full  Month  Allotment  for  Severed  Relative 70 

Total _ 303 

Second  month  after  move: 

(a)  Full  month  allotment  for  three  (3)  person  household $183 

(b)  Full  month  allotment  for  relative 70 

Total _       253 
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JUSTARSMINDE?. 


ATTACHMENT  #5 


Have  you  or  anyone  in  your  fanily  recently: 

1.  Cor.e  to  wori:7 

2.  Se^un  receiving  any  ^oney  froc  anyone? 
(contributions,  ponaiona  or  benefits,  etc.) 

3.  Left  the  heme? 

4.  Re-united  with  a  husband  or  wife? 

5.  Moved7 

If  so,  and  if  you  have  not  reported  this  already, 
please  contact  the  DHS  immediately  to  let  ua  know. 

It  ia  your  responsibility  to  notify  tha  DHS  of  anv 
changes  in  your  family' a  circuaatancea  within  (10) 
days.  Don't  forget  to  do  this. 

Failure  to  report  changes  ^cild  be  considered  fraud. 

Fraud   is  a  criu. 
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U.S.  Senate, 
Committee  on  Agriculture,  Nutrition,  and  Forestry, 

Washington,  D.C.,  March  20, 1981. 
Mr.  John  Fredericks, 
Assistant  Commissioner, 

New  York  State  Department  of  Social  Services, 
Albany,  N.Y. 

Deau  John  :  I  enjoyed  seeing  you  and  hearing  your  testimony  on  March  16. 
I  found  your  testimony  most  helpful. 

As  Chairman  Helms  mentioned,  witnesses  might  be  asked  a  few  additional 
questions  for  the  record.  I  would  very  much  appreciate  your  providing  answers 
to  these  questions  by  April  3,  1981. 

Question  No.  1.  Would  you  support  reinstating  the  purchase  requirement,  in 
whole  or  in  part,  in  the  food  stamp  program?  If  not,  why  not? 

Answer.  This  Department  would  not  support  a  reinstatement  of  the  purchase 
requirement.  It  was  long  our  position  that  the  purchase  requirement  served  as 
a  deterrent  to  program  participation  by  those  most  in  need  of  the  program's  bene- 
fits. Experience  since  the  purchase  requirement  was  eliminated  has  proven  our 
position  true.  The  number  of  elderly  in  the  program  has  increased  32  percent 
overall,  and  in  rural  areas,  participation  increased  by  19  percent  for  all  house- 
holds. In  addition,  participation  by  public  assistance  households  has  also  risen 
appreciably  since  the  purchase  requirement  was  dropped.  Reinstatement  of  the 
purchase  requirement,  while  it  would  reduce  overall  program  outlays,  would  do 
so  at  the  expense  of  those  most  vulnerable,  i.e.,  elderly,  rural  poor  and  public 
assistance  households. 

Question  No.  2.  What  would  be  your  reaction  to  administering  a  dual  pro- 
gram— with  no  purchase  requirement  for  elderly  and  disabled  participants  and 
a  purchase  requirement  for  everyone  else?  Would  this  result  in  higher  adminis- 
trative costs  than  restoring  the  purchase  requirement  for  everyone? 

Answer.  This  Department  would  also  oppose  reinstatement  of  the  purchase 
requirement  for  all  households,  even  if  it  excluded  the  elderly  and  disabled. 
Currently,  more  than  50  percent  of  participating  NPA  households  contain  a  mem- 
ber aged  60  or  older.  Operating  a  dual  program  would  be  complex,  costly,  and 
error  prone.  While  the  administrative  costs  of  reinstating  the  purchase  costs, 
for  some  part  of  the  eligible  population  would  conceivably  be  less  than  for  all 
at  first  blush,  it  may  in  fact  be  more  costly.  Maintenance  of  dual  systems  capabil- 
ity would,  I  believe,  be  more  costly.  In  addition,  the  programmatic  costs  In 
erroneously  issued  benefits  would  also  be  a  major  factor. 

Question  No.  3.  When  you  and  Mr.  Harwick  were  asked  about  the  administra- 
tive costs  of  restoring  the  purchase  requirement,  one  of  you  mentioned  that  a 
return  to  twice-a-month  issuance  would  add  to  costs.  Are  there  not  other  cost 
increases  which  would  be  incurred?  Are  there  potentially  significant  additional 
costs  in  paying  banks  or  other  issuance  agents  for  cash  transactions  they  would 
have  to  perform  every  month  (or  perhaps  more  often)  with  most  food  stamp 
recipients?  Also,  please  comment  upon  the  possible  problem  of  being  able  to  find 
enough  issuance  agents.  Given  the  stringent  provisions  of  the  1976  Food  Stamp 
Vendor  Accountability  Act,  would  it  be  difficult  to  find  enough  vendors  to  insure 
full  accessibility  to  the  program? 

Answer.  Restoring  the  purchase  requirement  and  returning  to  twice-a-month 
issuance  would  double  issuance  costs  immediately.  We  expect  that  banks  in  New 
York  State  would  insist  on  increased  transaction  fees  to  cover  additional  work- 
load occasioned  by  increased  Food  Stamp  inventory  maintenance  and  record 
keeping.  In  addition,  banks  would  again  be  required  to  handle  cash  which  should 
be  deposited  in  United  States  Government  accounts.  Cash  flow  problems,  a  major 
concern  before  elimination  of  the  purchase  requirement,  would  again  be  a  major 
issue. 
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If  the  purchase  requirement  were  restored,  many  more  Food  Stamps  would  be 
required  to  be  in  circulation  with  the  incumbent  problems  of  inventory  control, 
theft,  misuse,  and  loss  exacerbated.  USDA's  costs  to  maintain  adequate  coupons 
in  circulation  would  surely  escalate  as  well,  with  ever-rising  printing  and  dis- 
tribution costs. 

What  I  see  as  a  major  problem  with  a  restoration  of  the  purchase  requirement 
is  bank  participation.  Generally,  banks  do  not  care  to  have  our  clients  in  their 
facilities  at  all,  and  we  would  expect  increased  resistance  from  them  to  continue 
participation  as  well  as  demand  for  higher  transaction  fees. 

Question  No.  4.  Do  you  favor  the  President's  proposals  to  freeze  the  standard 
deduction  and  the  upper  limit  on  shelter  cost  deductions?  What  would  be  the 
impact  on  New  York  State  if  the  shelter  deduction  maximum  were  frozen?  Do  you 
know  what  percentage  of  participants  are  already  at  the  shelter  deduction 
maximum? 

Answer.  While  this  Department  does  not  advocate  freezing  the  standard 
deduction  and  maximum  shelter  deduction,  this  would  be  one  of  the  less  painful 
approaches  to  reduce  overall  benefit  outlay.  I  have  included  Mr.  Harwick's 
March  10,  1981  letter  to  Ms.  Feibel  (Exhibit  I)  that  gives  detailed  information 
on  the  shelter  cap.  It  is  significant  that  63.2%  of  NPA  nonaged  households 
receive  the  maximum  shelter  allowance  now. 

Question  No.  5.  What  is  your  reaction  to  setting  a  gross  income  eligibility 
limit  at  130  percent  of  poverty?  At  115  percent  of  poverty?  Would  either  or 
both  of  these  proposals  pose  significant  work  disincentives  in  New  York  State? 
Would  either  result  in  some  working  people  having  less  disposable  income,  after 
taxes  and  work  related  expenses  are  considered,  than  persons  with  no  income 
who  receive  a  combination  of  AICD  and  food  stamp  benefits? 

Answer.  Setting  gross  income  eligibility  limits  at  130  percent  of  the  poverty 
level  would  not  have  a  major  negative  impact  on  New  York's  Food  Stamp  case- 
load. We  estimate  that  approximately  19,000  households  would  lose  their  eligi- 
bility in  New  York  with  a  resultant  saving  of  $20  million  a  year  in  benefit  outlay. 
Setting  maximum  gross  income  levels  at  115  percent  would  have  a  significant 
negative  impact  on  our  caseload.  I  have  attached,  for  your  convenience,  a  chart 
(Exhibit  II)  which  shows  the  current  gross  income  distribution  for  NPA  cases 
in  New  York  City.  I  will  attempt  to  get  an  analysis  of  the  impact  of  a  115  per- 
cent gross  income  limit  on  New  York  City's  NPA  caseload  to  you  by  April  15. 
We  are  unable  to  produce  this  for  upstate  districts.  However,  since  New  York 
City  represents  70-80  percent  of  the  caseload,  you  should  be  able  to  extrapolate 
from  City  data  for  Statewide  impact. 

Establishment  of  a  gross  income  eligibility  cutoff,  might  pose  some  work 
disincentive  for  marginal  income  households.  I  do  not  feel  the  disincentive  would 
be  significant,  however,  and  am  more  concerned  with  the  disposable  income  notch 
which  would  be  created.  Establishing  a  gross  income  limit  to  the  program  is  a 
relatively  clean  method  for  reducing  participation.  The  problem  with  this 
approach  is  that  it  creates  a  significant  notch  between  eligible  and  ineligible 
households.  For  example,  the  attached  budget  (Exhibit  III)  shows  a  household 
in  New  York  City  with  an  earned  income  of  $11,000.  This  household  would 
currently  be  eligible  for  $73  in  Food  Stamps  each  month ;  under  the  Administra- 
tion's proposal,  this  household  would  be  cut  off  the  program. 

Thank  you  for  your  prompt  response. 
Sincerely  yours, 

Robert  J.  Febsh, 
Professional  Staff  Member. 

Attachments. 
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Exhibit  I 

New  York  State, 
Department  of  Social  Services, 

Albany,  N.Y.,  March  10, 1981. 
Ms.  Margaret  Feibel, 
c/o  Senator  Daniel  Patrick  Moynihan, 
Russell  Senate  Office  Building,  Washington,  D.C. 

Dear  Margaret:  Here  is  the  information  you  requested  on  the  shelter  cap. 
Please  call  me  if  you  need  other  information. 

Sincerely,  John  L.  Harwick, 

Director,  Food  Stamp  Bureau. 

March  5,  1981. 
To:  John  Hardwick. 
From :  Ruth  Lowell. 
Subject :  NPA  Excess  Shelter  Cost. 

Attached  is  the  table  requested  by  Margaret  Feibel  of  Senator  Moynihan '8 
office.  It  shows  monthly  excess  shelter  costs  plus  dependent  care  costs  by  $25 
intervals  for  the  two  types  of  NPA  food  stamp  households  in  New  York  City  as 
of  February  1981.  Households  containing  one  or  more  persons  aged  60  or  older 
or  in  receipt  of  SSI  or  Social  Security  Disability  payments  have  no  cap  on  excess 
shelter  costs.  For  the  rest  of  the  caseload,  on  the  other  hand,  a  cap  of  $115  is 
applied  to  the  sum  of  excess  shelter  costs  plus  dependent  care  costs.  Thus,  63.2 
percent  (34,799)  of  these  "other"  households,  whose  excess  shelter  plus  depend- 
ent care  costs  were  higher  than  $115,  had  their  costs  reduced  to  the  $115  cap  in 
their  food  stamp  calculation. 

For  households  billed  separately  for  fuel  and/or  utilities,  a  $235  standard  is  sub- 
stituted for  the  actual  costs  when  the  actual  costs  are  below  the  standard,  tend- 
ing to  place  these  households  over  the  $115  cap.  Of  all  NPA  food  stamp  house- 
holds residing  in  private  housing,  62.7  percent  pay  separately  for  fuel  and/or 
utilities. 

PRESENT  DISTRIBUTION  OF  MONTHLY  EXCESS  SHELTER  COSTS  PLUS  DEPENDENT  CARE  COSTS  BY  TYPE  OF  NPA 
FOOD  STAMP  HOUSEHOLD  IN  NEW  YORK  CITY,  FEBRUARY  1981 

Type  of  NPA  household 

1  or  more  members  is  60  veers  old 
or  older,  or  receives  Ssl  or  so- 
del  security  disability  peyment  Other 

Number  of  Number  of 

households  Percent  households  Percent 

Monthly  excess  shelter  costs  plus  dependent 
care  costs  (in  dollars): 

None 33,499  22.6  10,230  18.6 

$lto$115 27,521  18.6  10,063  18.3 

$1  to  $25 i/wi  4/7  U51       ~~~  12 

$26  to  $50 7,959  5.4  1,926  3.5 

$51  to  $75 6,816  4.6  2,457  4.5 

$76  to  $100 4,078  2.8  2,250  4.1 

$101  to  $115 11675 M im 10 

$116+ 87,022  518  34,779  617 

$116  to  $125 1~464  To  U86  2J) 

$126  to  $150 3,443  2.3  2,244  4.1 

$151  to  $175 6,808  4.6  2,488  4.5 

$176to<200 8,314  5.6  2,831  5.1 

$201  to  $225 9,381  6.3  3,305  6.0 

$226to$250 10,864  7.3  3,713  6.7 

$251  to  $275 12,553  8.5  3,869  7.0 

$276to$300 13,702  9.3  3,851  7.0 

$301to$350 15,082  10.2  6,237  11.3 

$351to$400 4,395  10  3,261  5.9 

$401  to  $450 747  .5  1,218  2.2 

$451to500 154  .1  426  .8 

$501+ 115 A 250 J 

Total 148,042  100  55,072        ~~         lobTo 

Notes:  Excess  shelter  costs  include  utility/fuel  standard  of  $235  for  households  billed  for  utilities  or  fuel  when  the  actual 
amount  billed  is  lower  than  the  standard.  Dependent  care  costs  higher  than  the  $115  allowable  maximum  are  entered  as 
$115. 

Source:  New  York  City  NPA  food  stamp  file,  February  1981. 

Prepared  by  Bureau  of  Policy  Analysis  and  Development,  Mar.  5, 1981. 
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PERCENT  DISTRIBUTION  OF  HOUSEHOLD  MONTHLY  GROSS  INCOME  BY  HOUSEHOLD  SIZE  FOR  ALL  NONPUB- 
LIC  ASSISTANCE  FOOD  STAMP  HOUSEHOLDS  NEW  YORK  CITY 

[In  percent) 

Household  siz« — 


Totel  12  3 


Household  tnonthlf  iron  income: 

*1  to  $200 - 0.2           0.2 

5101  to  $200 . 2.4            2.9 

J?DltoJ3<X>, _ 14.3          17.4 

J3Q1  to  1400 56.4          74.9 

$40l1o$5M„,„ 10.2            3.7 

J50MoKO0_ 6.3              .7 

#01  lo  1700. 4.0             .1 

1701  to  $800 2.6 

HOI  to  5900. .... 1.8 

$901  1o  $1,000 1.0 

H.OOllo  $1,100 5 

li.ioi  to  $1,200...  ;.  .2 

$1,201  ro  $1,300 1 

$1,301  to  $1,400...  O) 

$lh40l  to  $lt5Q0.„  r. 0) 

$1,501  or  more.. Q)             0) 


0.2 

0.1 

.6 

0.4 

2.6 

1.5 

6.1 

4.2 

12.6 

8.8 

19.0 

16.0 

15.8 

12.3 

14.4 

12.0 

14.0 

13.5 

14.5 

11.0 

8.6 

12.2 

.5 

5.6 

°d 

2.4 
8 

0 

3 

0 

3 

8665 

$762 

6,904 

^■8 

16 

13 

Mean  fross  income $351  $309  $427  $512         $587 

Households  with  frots incomt 201,595     138,344       23,565       14,575       11,686 

Households  without  fross  incomt 1,519        1,383  59  27  21 

i  Less  than  0.1  percent 

Worksheet  (to  be  used  in  calculating  food  stamp  budgets  only)  4  persons,  New  Trork 

City 
Income,  deduction*  Calculation* 

Gross  monthly  earned  income  (annual  $11,000= $916.67) $916.  67 

Other  income  deductions: 

20  percent  of  earned  income 183.  33 

Standard  deduction 85.  00 


Dependent  care  cost  (dollar  maximum  deduction  allowed) l-  -  (A)  268.  33 

Total  deductions  (subtract  from  gross  monthly  income) 268.  33 

Adjusted  income 648.  34 

Total  shelter  costs  (218+235  +  13) 466.  00 

Less  50  percent  of  adjusted  income —324.  17 

Total  excess  shelter  cost (B)  141.  83 

Adjusted  income 648.  34 

Less  excess  shelter  cost  (deduction  cannot  exceed  the  dollar  maximum 

of  A +B  combined)-  — —115.00 

Total  food  stamp  net  income (C)  533.  34 

Maximum  allowable  net  income 533.  34 


4-person  allotment _._ 233.  00 

Less  30  percent  of  food  stamp  net  income  (C) —160.  00 

Food  stamp  entitlement 73.00 

>  If  amount  entered  as  dependent  care  cost  is  $ .  skip  calculation  of  excess  shelter  cost  and  enter  figure 

for  adjusted  income  under  space  for  food  stamp  net  income  (C). 

[The  following  material  was  submitted  by  Mr.  Richards.  See  p.  51 
for  the  oral  testimony  of  Mr.  Richards.] 

Memorandum — Texas  Department  of  Human  Resources 

Subject:  Monthly  Activity  Summary  by  Investigation  Division,  February  1, 
1981,  Through  February  28,  1981. 
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To:  Mr.  Marlin  Johnston,  Acting  Commissioner,  State  Office  000-B. 

From:   Edward   L.  Richards.  Investigator  General,  Office  of  the  Investigator 

General,  State  Office  180-A. 
Date:  March  10,  1981. 

Food  stamp  investigation*  Food  stamp  trafficking  investigation* 

A.  Fraud 267   a.  Violation  found 2 

B.  Nofraud 187   b.   No  violation 2 


C.  Total 454   c.       Total  investigations 4 

D.  Fraud  amount $71,016.50 


Forgery  investigations — AFDC  warrants 

_  ^„    A.   Sustained 1 

A.   Fraud 61    b.   Notsustained 1 


AFDC  investigations 

i 

B.   Nofraud 48 


C.       Total 2 

C.  Total 109   d.  Theft  amount $116.00 

D.  Fraud  amount $75,  681.  00 


Parent  locator  investigations 


Other  investigations 


_  ,    A.   Internal  affairs *  2 

Total  investigations 1    B.   Protective  Services 10 

C.   Miscellaneous 11 


Licensing  investigations 

A.  Daycare 

B.  Total  investigations 


2    D.       Total 23 

1  Total  theft  amount  $2,806.58 

2 

Restitution  collected 

Other  medical  investigations  A    pA  food  8tamp____  $10>  748.  07 

A.  Total  investigations 2    B.   NPA  food  stamp 22,  138.  70 

O.    Ar  DO_-___  - — -------      18,  721.  *2 

Chore/ homemaker  investigations  D.  Other 7,533.08 

A.   Total  investigations -  1    E.       Total 59,141.07 

Special  operations  (formerly  training) 

I.  Training  by  State  office  staff : 

A.  Child  abuse — Parent  Teacher  Association 75 

B.  Welfare  fraud  and  prosecution — automated  data  processing 

management  association 60 

C.  Investigative  techniques  child  support  and  protective  services.  41 

D.  Child  abuse — police,  DHR,  law  enforcement  students 305 

II.  Training  by  field  unit  staff: 

A.  Orientation— DHR 103 

B.  Child  abuse — DHR,  police,  nurses 169 

C.  Forms,  statements,  interviewing — DHR 16 

III.  Total  trained 769 

Summary: 

A.  Cases  investigated — all  programs — fraud 333 

B.  Cases  investigated — all  programs — nofraud 242 

C.  Other  investigations 24 

D.  Total  investigations — all  programs 599 

E.  Fraudamount- _ $149,710.08 

Respectfully  submitted. 

Edward  L.  Richards. 
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Memorandum 

texas  department  of  human  resources 

Subject:  Activity  Summary  by  Investigation  Division  for  Calendar  Year  1980 

(January  1,  1980,  Through  December  31,  1980). 
To:  Mr.  Marlin  W.  Johnston,  Acting  Commissioner,  State  Office  000-B. 
From:  Edward  L.  Richards,  Director,  Investigation  Division,  State  Office  180-A. 
Date:  January  13,  1981. 

Food  stamp  investigations  Other  medical  vendor  investigations 

A.  Fraud 2,594   A.  Total  investigations 1 

B.  No  fraud 1,473 

Day  care  provider  investigations 

C.  Total.... 4,067    A    ^     _, 

D.  Fraud  amount -  $970,  59&  58  A.  Fraud      1 

B.  No  fraud 4 


AFDC  investigations 


C.      Total 5 

A.  Fraud 1,331    D.  Fraud  amount $300,000 

B.  No  fraud 845 

Day  care  recipient  investigations 

C.  Total 2,  176    .    _,       . 

D.  Fraud  amount $1,  286,  837.  02   A.  Fraud-- 5 

B.  No  fraud 18 


Parent  locator  investigations  _,       _      . 

C      Total. 


A.  Total  investigations —       150    D.  Fraud  amount $6,  153.  93 

Licensing  investigations  Educational  contract  investigations 

A.  Institutional 6   A.  Fraud - 1 

B.  Day  care 26  

C  Other  8   B-      Total  investigations -  1 

""""" " C.  Fraud  amount -  $30,400.25 

D.      Total 40    .     ..,  ,.,,,„,  .       ,. 

Institutional — theft  of  services  xnvesttga- 

Recipient  medicaid  investigations  Mfm 

A.  Theft 1 

A.  Fraud 10  

B.  No  fraud 18   B.      Total  investigations 1 

C.  Theft  amount —  $426.75 

C.  Total 28 

D.  Fraud  amount $3,  262.  82  Miscellaneous  thefts 

Other  medical  investigations  A.  Theft 1 

B.  No  theft 35 

A.  Fraud 27  — 

B.  No  fraud 22   C.      Total. 


D.  Theft  amount $242.  00 

C.  Total 49 

D.  Fraud  amount $71,  472.  15       Food  stamp  trafficking  investigations 

^.       ,,  ,      .       ..    ,.  A.  Violation  found 46 

Chore/homemaker  investigations  b.  No  violation 15 


A.  Fraud       3  C.      Total 61 

B.  No  fraud 6 

c       T      .  ~  Internal  affairs  investigations 

D.  Fraud  amount I._  $8,812.  15  A.  Total 52 
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Restitution  collected 

A.  PA  food  stamp $115,  022.  08 

B.  NPA  food  stamp 249,  009.  33 

C.  AFDC 254,  21&  17 

D.  Other 84,  654.  63 

E.  Total 703,804.21 

Training 
A.  Total  persons  trained —       690 


Summary 

A.  Cases   investigated — all    pro- 

grams— fraud 4,  022 

B.  Cases   investigated — all   pro- 

grams— no  fraud 2,487 

C.  Other  investigations —  1,  837 


D.  Total  investigations  all  pro- 
grams  7,346 

E.  Fraud  amount $2,  689,  329.  63 

*  Includes  435  Protective  Service*   (child 
abase)  Investigations. 

Note:  This  represents  an  approximate  total  of  fraud  and  audit  exceptions  consisting 
of  $196,941.10  in  funds  administered  by  the  Department  of  Human  Resources,  with  the 
balance  administered  by  other  governmental  agencies. 


Respectfully  submitted. 


Edward  L.  Richards. 
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Texas  Department  of  Human  Resources, 

Austin,  Tex.,  May  1, 1981. 
Hon.  Jesse  Helms, 
U.S.  Senate, 
Washington,  D.C. 

Dear  Senator  Helms:  Thank  you  very  much  for  allowing  our  agency  to  be 
represented  in  testimony  before  the  Agriculture  Committee  on  March  16. 

The  attached  is  in  response  to  the  follow-up  questions  you  asked  in  your  letter 
to  me  dated  April  16, 1981. 

Please  let  me  know  if  you  need  further  information. 
Sincerely, 

Edward  L.  Richards, 
Investigator  General, 
Office  of  the  Investigator  General. 

Question  1.  Aliens. — Would  you  elaborate  on  the  problem  which  you  cited  in 
your  prepared  testimony  (p.  4)  concerning  limitations  on  verifying  information 
about  aliens,  about  households  containing  wage-earning  aliens  collecting  bene- 
fits because  the  alien's  income  is  excluded  from  eligibility?  Would  you  also  out- 
line further  how  households  containing  wage-earning  aliens  collect  benefits  be- 
cause the  alien's  income  is  excluded  from  eligibility  as  you  indicated  (also  p.  4 
of  prepared  testimony)  ? 

Answer.  Aliens. — The  federal  regulations  of  October  17,  1978,  which  imple- 
mented the  Food  Stamp  Act  of  1977  defined  nonhousehold  members  (§  273.1  [b] 
[4] )  as  individuals  residing  with  a  household  and  not  considered  as  household 
members  in  determining  the  household's  eligibility  or  allotment.  Included  in  the 
list  of  nonmembers  were  ineligible  aliens  or  individuals  who  do  not  meet  the 
citizenship  or  eligible  alien  status. 

Nonmembers  which  include  ineligible  aliens  may  be  a  household's  authorized 
representative  (§  273.1  [f][i]).  The  resources  of  nonhousehold  members  shall 
not  be  counted  as  available  to  the  household  (§273.8[j]).  For  those  nonhouse- 
hold members  such  as  ineligible  aliens,  the  income  and  resources  of  the  non- 
household  member  shall  not  be  considered  available  to  the  household  (§  273.11 
[d]). 

If  the  resources  and/or  income  belong  to  the  head  of  the  household  or  only 
adult  member  of  a  household  and  this  individual  is  an  ineligible  alien,  the  house- 
hold can  be  defined  as  destitute.  The  household  would  then  be  eligible  for  ex- 
pedited services  even  though  there  is  a  full-time  employed  person  in  the 
household. 

In  the  proposed  rules  of  January  16,  1981,  the  definition  of  ineligible  alien 
was  changed  from  nonhousehold  member  to  disqualified  shall  continue  to  count 
in  their  entirety  to  the  remaining  household  members  (§  273.11  [c][l]).  A  pro 
rata  share  of  the  income  of  the  disqualified  member  shall  be  counted  as  income 
to  the  remaining  members.  All  but  disqualified  member's  share  is  counted  as 
income  to  the  remaining  household  members  (f  273.11  [c]  [2]).  There  are  pro- 
posed rules  in  Volume  46,  No.  11,  Part  XXII. 

Limitations  on  verifying  information  about  aliens 

Current  Federal  rules  and  regulations  state  that  in  any  event,  the  state 
agency  shall  not  contact  INS  to  obtain  information  about  the  alien's  correct 
status  without  the  alien's  written  consent  (§  273.2[f][l][ii][D]).  The  eligi- 
bility worker  cannot  ask  for  verification  of  alien  status  unless  the  status  is 
questionable. 

Question  2.  Income  Cross-Checking. — Administrators  of  the  food  stamp  pro- 
gram in  Florida  indicate  that  they  have  applied  the  cross-checking  of  income 
concept  (with  quarterly  unemployment  compensation)  which  is  required  by 
the  Aid  to  Families  with  Dependent  Children  program  to  the  food  stamp  case- 
load as  well.  Has  Texas  done  any  such  cross-checking?  If  so,  what  have  been 
the  findings?  To  what  extent  does  your  investigative  staff  rely  on  information 
from  the  income  cross-check  for  follow-up  activities? 

Answer.  Income  Cross-Checking. — For  the  past  five  years,  Texas  has  been 
cross-matching  computer  tapes  with  the  Texas  Employment  Commission  (TEC) 
to  obtain  quarterly  wage  information  on  food  stamp  head  of  households.  Be- 
cause of  the  amendments  to  the  Federal  regulations  requiring  each  individual 
in  the  food  stamp  household  to  obtain  a  social  security  number,  the  next  com- 
puter match  in  Texas  will  check  each  household  member's  employment  record. 
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The  computer  cross-matches  have  resulted  in  a  large  number  of  fraud  re- 
ferrals. There  are  no  exact  figures  available  on  the  number  of  cases  resulting 
from  the  computer  match. 

Question  3.  Expedited  Services. — What  percentage  of  your  caseload  applies  for 
benefits  under  the  category  "expedited  service"?  I  have  heard  from  a  number  of 
local  and  state  administrators  about  problems  associated  with  obtaining  sufficient 
verification  for  information  furnished  by  recipients  applying  under  expedited 
services  provisions.  Do  you  have  any  suggestions  regarding  means  of  tightening 
up  the  administrative  procedures  and  verification  of  such  applications?  To  what 
extent  have  you  found  abuse's  in  the  program  as  a  result  of  applications  processed 
under  "expedited  services"  procedures? 

Answer.  Expedited  Services. — Four  percent  of  the  Texas  caseload  receive 
expedited  services  each  month.  No  statistics  are  available  for  the  number  of 
monthly  applicants  for  expedited  services. 

We  suggest  that  the  federal  regulations  do  not  put  such  stringent  requirements 
on  the  state  to  certify  destitute  households.  The  same  verification  for  income, 
resources,  residency,  etc.,  should  be  followed  on  households  applying  for  expedited 
services  as  on  any  other  household.  There  should  be  no  time  limit  on  certifying 
destitute  households.  It  a  household  is  determined  as  truly  destitute,  then  perhaps 
a  partial  allotment  could  be  given  to  serve  the  household  s  immediate  needs  while 
normal  verification  procedures  are  completed. 

Question  4.  Mail  Issuance. — What  percentage  of  recipients  in  Texas  receive 
their  food  stamps  by  mail  issuance?  What  categories  of  recipients?  What  has 
been  your  experience  with  the  rate  of  losses — real  or  fabricated — claimed  by 
intended  recipients,  especially  with  regard  to  rural  versus  urban  losses.  (Feel  free 
to  outline  what  safeguards  or  procedures  you  have  developed  to  deal  with  mail 
issuance.) 

Answer.  Mail  issuance. — The  Food  Stamp  Direct  Mail  Issuance  (DMI)  Pro- 
gram in  Texas  has  been  limited  to  a  one  year  small  scale  pilot  test  to  assess  the 
possible  impact  of  such  operations.  About  16,000  households  were  eligible  to  par- 
ticipate in  the  pilot  test,  and  an  average  of  about  18  percent  (3,000  households) 
participated  each  month. 

Participation  in  the  DMI  pilot  test  was  open  to  all  food  stamp  households  in 
the  pilot  test  area  (San  Antonio  region)  on  a  voluntary  basis. 

In  a  one  year  period  (February  1980— January  1981)  30,674  DMI  issuances 
were  mailed  and  only  128  were  reported  as  "lost"  (not  received)  by  the  house- 
holds, a  .417  percent  loss  rate.  Just  over  $2  million  of  food  stamps  were  mailed, 
and  the  value  of  the  128  losses  was  $13,485  for  a  monetary  value  loss  rate  of  .646 
percent. 

About  48  percent  of  the  households  eligible  for  the  DMI  pilot  test  lived  in 
San  Antonio;  however,  about  67  percent  of  the  DMI  participants  lived  in  San 
Antonio.  Even  in  the  smaller  towns*,  .such  as  Uvalde,  Eagle  Pass,  and  Del  Rio, 
there  were  similar  indications  that  70  percent  or  more  of  the  DMI  participants 
lived  within  the  city/town  limits  as  opposed  to  the  unincorporated/rural  areas. 
With  67  percent  of  the  DMI  participating  households,  San  Antonio  had  84  percent 
of  the  DMI  losses. 

Based  upon  the  DMI  pilot  test  experience,  a  statewide  DMI  operation  has 
been  initiated  beginning  May  1981.  There  are  three  separate  eligibility  categories 
as  follows: 

(1)  The  isolated.  Food  stamp  households  that  live  more  than  30  miles 
from  an  issuance  office;  to  meet  federal  regulatory  requirements:  7  CFR, 
Part  272.5(d)(5). 

(2)  The  aged.  Food  stamp  households  with  a  member  aged  60  or  older. 
(3) The  disabled.  Food  stamp  households  that  receive  SSI  income. 

It  is  estimated  that  about  120,000  food  stamp  households  in  Texas  would  meet 
one  of  the  above  eligibility  categories.  It  is  estimated  that  about  30,000  house- 
holds may  participate  in  the  expanded  DMI  Program. 

Computer  controls  exist  that  automatically  identify  each  mail  loss  and  initiates 
an  individual  review  of  that  household's  mail  loss  record  in  order  to  identify  any 
possible  program  abuse.  Each  individual  review  results  in  a  determination  on 
whether  the  household  should  be  removed  from  the  DMI  Program.  In  addition, 
detailed  controls  exist  to  identify  possible  pattern  losses  by  individual  households 
and/or  zip  codes.  Appropriate  action  is  taken  to  terminate  DMI  services  in  af- 
fected locations. 

Each  DMI  includes  a  receipt  card  that  must  be  signed  and  returned  by  the 
household.  Failure  to  return  the  signed  receipt  cards  results  in  automatic  re- 
moval from  mail  issuance. 
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Texas  Department  of  Human  Resources, 

Austin,  Tex.,  May  5,  1981. 
Mr.  Tom   Boney, 
Russell  Building, 
Washington,  D.C. 

Dear  Mr.  Boney:  The  following  statistics  are  on  the  food  stamp  trafficking 
cases  that  have  been  investigated  in  Texas. 

For  the  time  period  of  January  1,  1979,  through  March  31,  1981,  we  have 
investigated  a  total  of  170  food  stamp  trafficking  oases.  Of  these  170  cases,  126 
were  considered  criminal  violations  and  44  of  these  were  non-criminal  violations. 
The  number  of  cases  presented  for  prosecution  was  74.  Of  these  74,  35  were 
prosecuted  with  33  convictions  and  39  dismissals.  No  figures  are  available  on 
the  money  amounts  involved. 

For  your  information,  I  have  attached  a  copy  of  the  Texas  law  on  food 
stamp  trafficking. 
If  we  may  be  of  further  assistance,  please  do  not  hesitate  to  contact  me. 
Sincerely, 

Edward  L.  Richards, 

Investigator  General, 
Office  of  the  Investigator  General. 
Attachment. 

1979  Pamphlet 

Vernon's  Texas  Codes  Annotated 

human  resources  code  with  tables  and  index 

(Acts  1979,  06th  Leg.,  Chapter  842,  Approved  June  13, 1979,  Effective 
September  1,  1979) 

SECTION    33.009 — HUMAN   RESOURCES   CODE! — CH.    33 

(c)  The  revolving  fund  at  the  disposal  of  each  distributing  agent  shall  be 
deposited  in  a  bank  designated  by  the  commissioner  in  an  account  known  as 
the  commodity  distribution  fund.  The  money  shall  be  expended  on  the  authority 
of  the  distributing  agent  under  the  direction  of  the  department 

(d)  The  distributing  agent  shall  make  a  monthly  report  to  the  department 
of  the  funds  received  and  disbursed. 

(e)  If  the  commodity  distribution  program  and  food  stamp  program  are 
terminated  the  money  remaining  in  the  commodity  distribution  fund  in  each 
district  shall  be  refunded  to  the  contributors  on  a  pro  rata  basis  after  all  due 
and  just  accounts  are  paid. 

Library  References— States  <3=>127.  C. J.S.  States  f  228. 

SECTION  33.010 — SALE  OF  EQUIPMENT   AND  PROPERTY 

If  the  commodity  distribution  and/or  food  stamp  programs  are  terminated, 
equipment  and  property  purchased  with  funds  from  the  commodity  distribution 
fund  shall  be  sold  by  competitive  bids.  The  proceeds  from  the  sale  shall  be 
deposited  in  the  commodity  distribution  fund  in  each  district  and  distributed 
in  the  manner  specified  by  Section  33.009  of  this  code. 

SECTION    33.011 — PROHIBITED   ACTIVITIES  J    PENALTIES 

(a)  A  person  commits  an  offense  if  the  person  knowingly  uses,  alters  or  trans- 
fers food  stamp  coupons  or  authorizations  to  participate  in  the  food  stamp  pro- 
gram in  any  manner  not  authorized  by  law.  An  offense  under  this  subsection 
is  a  Class  A  misdemeanor  if  the  value  of  the  coupons  or  authorization  cards 
is  less  than  $200  and  a  felony  of  the  third  degree  if  the  value  of  the  coupons 
or  authorization  cards  is  $200  or  more. 

(b)  A  person  commits  an  offense  if  the  person  knowingly  possesses  food 
stamp  coupons  or  authorizations  to  participate  in  the  food  stamp  program  when 
not  authorized  by  law  to  possess  them,  knowingly  redeems  food  stamp  coupons 
when  not  authorized  by  law  to  redeem  them,  or  knowingly  redeems  food  stamp 
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coupons  for  purposes  not  authorized  by  law.  An  offense  under  this  subsection 
is  a  Class  A  misdemeanor  if  the  value  of  the  coupons  or  authorization  cards  is 
less  than  $200  and  a  felony  of  the  third  degree  if  the  value  of  the  coupons  or 
cards  is  $200  or  more. 

(c)  A  person  commits  an  offense  if  the  person  knowingly  possesses  blank 
authorizations  to  participate  in  the  food  stamp  program  when  not  authorized 
by  law  to  possess  them.  An  offense  under  this  subsection  is  a  felony  of  the 
third  degree. 

SECTION  33.011 — HUMAN    RESOURCES   DEPARTMENT — CH.    33 

(d)  When  food  stamp  coupons  or  authorizations  to  participate  in  the  food 
stamp  program  of  various  values  are  obtained  in  violation  of  this  section  pur- 
suant to  one  scheme  or  continuing  course  of  conduct,  whether  from  the  same 
or  several  sources,  the  conduct  may  be  considered  as  one  offense  and  the  values 
aggregated  in  determining  the  grade  of  the  offense. 

(e)  The  department  may  contract  with  county  commissioners  courts  to  pro- 
vide funds  to  pay  for  professional  and  support  services  necessary  for  the 
enforcement  of  any  criminal  offense  that  involves  illegally  obtaining,  possessing, 
or  misusing  food  stamps. 

Amended  by  Acts  1979,  06th  Leg.,  p.  2435,  ch.  842,  art.  2  §  6,  eff.  Sept.  1,  1979. 

Historical  note 

Section  1  of  Acts  1979,  66th  Leg.,  p.  1648,  ch.  689,  eff.  June  13,  1979,  amending 
§  7-B  of  former  Vernon's  Ann.  Civ.  St.  art.  695c,  was  incorporated  into  the  Human 
Resources  Code  by  Acts  1979,  66th  Leg.,  p.  2435,  ch.  842,  art.  2,  §  6,  eff.  Sept.  1, 
3979.  Section  2  of  ch.  689  provided : 

"This  Act  does  not  affect  offenses  committed  under  Section  7-B,  The  Public 
Welfare  Act  of  1941,  as  added  (Article  695c,  Vernon's  Texas  Civil  Statutes), 
before  the  effective  date  of  this  Act.  Such  an  offense  is  covered  by  the  law  in 
effect  on  the  date  that  the  offense  was  committed,  and  the  former  law  is  con- 
tinued in  effect  for  the  prosecution  of  the  offense." 

Cross  references 

Punishment. — Class  A  misdemeanor,  see  V.T.C.A.  Penal  Code,  §  12.21.  Third- 
degree  felony,  see  V.T.C.A.  Penal  Code,  §  12.34. 

Library  references 
Agriculture  <3=>3.6. 

Statement  op  Most  Rev.  Eugene  A.  Marino,  S.S.J.,  Auxiliary  Bishop, 
Archdiocese  of  Washington,  D.C.,  Representing  the  United  States 
Catholic  Conference 

Mr.  Chairman  and  members  of  the  Committee,  I  am  Bishop  Eugene  Marino, 
Auxiliary  Bishop  of  the  Archdiocese  of  Washington,  D.C.  I  speak  today  on  behalf 
of  the  Archdiocese  and  also  in  the  name  of  the  United  States  Catholic  Conference, 
the  national  social  action  agency  of  the  Roman  Catholic  Bishops.  We  thank  you 
for  the  invitation  to  share  with  the  Committee  our  concerns  about  the  Food 
Stamp  Program. 

Mr.  Chairman,  if  I  may  begin  by  citing  the  Bible,  I  would  call  your  attention 
to  that  section  in  Holy  Scripture  in  which  it  is  stated  that  on  the  day  of  Judge- 
ment, Our  Lord  will  say  to  the  just:  "I  was  hungry  and  you  gave  me  to  eat," 
and  the  just  will  say:  "When,  Lord,  when  did  we  give  you  to  eat?"  And  the 
Lord  will  say:  "When  you  gave  to  the  least  of  my  brethren;  come  you  blessed 
of  my  Father,  into  eternal  salvation." 

Our  interest  in  the  Food  Stamp  Program  flows  from  the  Church's  commitment 
to  human  rights  and  human  dignity.  Catholic  Bishops  from  around  the  world,  as 
well  as  the  National  Conference  of  Catholic  Bishops,  have  called  "the  right  to 
eat"  fundamental  to  human  dignity  and  basic  to  the  right  to  life  itself. 

There  is  no  doubt  in  my  mind  but  that  every  person  in  this  room  firmly  believes 
in  the  fundamental  right  of  every  human  being  to  sufficient  food  to  sustain  life. 
Every  citizen  of  the  United  States  of  America,  the  wealthiest  nation  on  the  face 
of  the  earth,  has  this  basic  right  to  a  nutritionally  adequate  diet. 

This  is  a  right  which  has  frequently  been  acknowledged  in  Catholic  social 
teaching  in  the  past,  and  has  been  reiterated  in  more  recent  statements  of  Pope 
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The  Food  i*tar.*:p  Program  has  beeotae  over  the  past 
important  forrr.  of  foferal  nutrition  hmintmntt  to  the  poor 
1*ffH*A.  It  ha*  marked  a  commitment  on  the  part  of  the  nation  to  i 
nutrition  for  ail  our  people.  It  k  our  strongest  desire  that  thii  eocu 
diminj*h*d  br  v*tt*xi%  efforts  to  cut  the  federal  budget.  Indeed,  the  i 
fonding  of  the  Food  Htarr.p  Program  it  especially  great  during  this  f 
manr  American  families  are  afflicted  by  unemplojment  and  ee 

*  hile  1  upeak  for  the  entire  L\S.  Catholic  Conference  in  defe 
the  needr  throughout  America,  allow  me  to  draw  attention 
own  locality.  The  Archdiocese  of  Washington  includes  the  District  of  < 
and  five  fturro'inding  Maryland  counties.  This  geographical  i 
of  slightly  over  2  million,  of  whom  one  out  of  every  thirteen  receives  foodstsmns 
In  the  lAitrict  of  Columbia,  one  out  of  every  seven  persons  receives  food  stamps 

Unfortunately,  the  existing  Food  Stamp  Program  and  the  other  food  assistance 
programs,  do  not  meet  all  the  needs  of  the  hungry.  The  churches  of  all  faiths  in 
this  region  have  had  to  establish  supplemental  food  programs  in  an  attempt  to 
assure  that  the  people  had  enough  food.  Most  of  the  129  Catholic  parishes  have 
food  pantries  or  soup  kitchens  and  in  just  about  all  cases,  the  food  donations  are 
depleted  well  before  the  next  donation  occurs.  The  Archdiocese  has  opened 
centers  where  needy  women  are  served  breakfast  and  lunch  and  at  one  center 
the  number  of  people  served  has  increased  by  34  percent  in  the  past  year. 

The  Archdiocese  is  not  alone  in  its  effort  to  alleviate  hunger  in  metropolitan 
Washington.  We  have  worked  closely  with  other  faith  communities  in  providing 
food  through  scores  of  food/pantries,  social  service  centers,  soup  kitchens,  and 
hospitality  houses.  In  conjunction  with  the  Interfaith  Conference  of  Metropolitan 
Washington,  and  other  community  organizations,  we  actively  supported  the 
establishment  of  a  food  bank  in  Washington.  It  was  established  in  January,  1980, 
and  grown  rapidly,  to  the  extent  that  last  month  over  100,000  pounds  of  food  was 
distributed  to  areawide  emergency  meal  and  food  providers  who  in  turn  distributed 
the  food  to  needy  individuals  and  families. 

These  efforts  are  to  be  applauded,  and  the  Catholic  Church  will  continue  to 

Eromote  individual,  voluntary,  and  charitable  acts  to  alleviate  the  problem  of 
unger.  However,  we  have  become  increasingly  aware  of  the  essential  role  that 
public  policy  must  play  if  long-lasting  solutions  are  to  be  achieved.  Indeed,  the 
extent  of  the  demand  placed  on  our  own  voluntary  programs  to  feed  the  hungry 
only  serves  to  emphasize  that  the  Congressional  resolution  to  provide  every  person 
with  a  nutritionally  adequate  diet  is  far  from  being  realized.  My  point  here  is  to 
emphasize  that  even  with  the  Food  Stamp  Program  as  it  exists  today  and  supple- 
mented by  the  churches  and  other  charitable  institutions,  there  are  many  human 
beings  within  earshot  of  these  hallowed  halls  who  do  not  receive  a  nutritionally 
adequate  diet  and  who  go  to  bed  with  the  pains  and  tears  of  hunger. 

Heen  In  this  context,  the  current  proposals  to  cut  existing  federal  food  programs 
by  more  than  $4  billion  are  extremely  disturbing.  Indeed,  we  believe  that  such 
action  would  be  a  partial  abdication  of  the  government's  responsibility,  a  moral 
responsibility,  to  see  that  all  of  its  citizens  are  adequately  fedf. 

The  proposed  reductions  in  food  and  nutrition  programs  would  force  thousands 
of  families  to  turn  to  the  churches  and  private,  nonprofit  agencies  for  assistance. 
As  I  have  Indicated,  these  voluntary  groups  are  already  hard  pressed  to  meet  the 
needs  of  the  poor.  The  flood  of  additional  requests  resulting  from  the  budget  cuts 
could  simply  not  be  met  in  an  adequate  fashion. 

In  presenting  our  testimony  today,  we  are  attempting  to  speak  for  the  poor — 
those  without  adequate  income  and  without  effective  political  voice.  Clearly,  the 
Food  Stamp  Program  is  one  that  is  targeted  to  their  needs.  The  USDA  food 
stamp  survey  from  September,  1976,  and  November,  1979,  report  that  the  average 
gross  Income  of  food  stamp  households  rose  17  percent  while  the  cost-of-living  rose 
32  percent.  The  national  per  capita  income  for  the  same  period  rose  40  percent. 
In  August,  1980,  over  half  the  households  receiving  food  stamps  had  gross  incomes 
of  less  than  $3,(100;  nearly  three-fourths  had  gross  incomes  of  less  than  $4,800. 

Then*  has  recently  been  much  rhetoric  regarding  fraud  and  abuse  of  the  Food 
Stamp  Program.  We  are  in  complete  support  of  eradicating  any  fraud  and  abuse 
which  deprives  the  needy.  These  issues  have  been  presented,  discussed  and 
analysed  over  and  over  again.  Last  year,  fifteen  measures  were  added  to  the  Food 
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Stamp  Act,  measures  which  Representative  Foley  called  "the  strongest  anti-error 
and  anti-abuse  provisions  ever  incorporated  in  any  (income  security)  bill."  Let  us 
continue  to  eliminate  abuse  but  let  us  not  use  past  myths  and  unfounded  accusa- 
tions to  destroy  a  program  upon  which  millions  of  Americans,  and  over  160,000 
from  our  Archdiocese  of  Washington,  depend  for  their  very  life. 

In  opposing  cuts  in  the  Food  Stamp  Program,  we  would  urge  that  the  recom- 
mendations of  the  Presidential  Commission  on  World  Hunger  not  be  ignored.  In 
their  request  for  continuing  the  support  of  the  domestic  food  programs,  they  said 
that  Congress  should  "maintain  the  current  level  of  benefits  to  all  participants, 
and  should  continue  to  recognize  that  participation  in  other  nutritional  programs 
is  an  acceptable,  legal  supplement  to — not  a  substitute  for — food  stamp  benefits." 
The  level  of  benefits,  moreover,  should  be  evaluated  in  light  of  food  prices  and  the 
requirement  for  nutritionally-adequate  diets. 

Finally,  I  wish  to  emphasize  that  the  food  assistance  programs  do  not  deal  with 
the  root  causes  of  hunger  and  malnutrition.  They  cannot  substitute  for  the  more 
basic  solutions  to  our  nation's  economic  problems.  Hunger  will  only  be  overcome 
by  assuring  that  persons  who  are  able  to  work  have  an  income  sufficient  to  pur- 
chase enough  food.  Only  when  we  have  provided  useful  employment  at  just  wages 
for  all  our  citizens  who  are  able  and  willing  to  work  and  assured  adequate  assistance 
for  those  who  cannot,  only  then  will  we  have  achieved  a  just  solution  to  the  deep 
economic  problems  which  lie  at  the  heart  of  proverty  and  hunger  in  the  United 
States. 

In  closing,  I  would  like  to  emphasize  that  this  debate  over  Food  Stamps,  as 
well  as  the  larger  debate  over  the  federal  budget,  is  not  simply  a  debate  about 
numbers  and  dollars  and  programs.  It  is  about  human  beings — their  joys  and  their 
sorrows,  their  smiles  and  their  tears.  It  is  about  American  families — about  whether 
or  not  they  will  have  enough  food  on  the  table,  and  whether  or  not  their  children 
will  have  a  suitable  diet  to  allow  for  full  mental  and  physical  development.  It  is, 
in  short,  a  debate  about  human  dignity. 

Let  me  implore  you  to  oppose  cuts  in  food  stamps,  cuts  which  would  sap  the 
vitality  of  life  from  millions  of  Americans.  Let  the  world  look  upon  us  as  a  nation 
of  compassion  for  our  poor  with  food  as  a  human  right  available  to  all  Americans. 
For  no  matter  what  the  cost,  it  is  far  less  than  the  cost  of  one  American  life.  Can 
the  wealthiest  nation  on  the  face  of  the  earth  do  any  less  for  its  own  people? 

Thank  you  for  the  opportunity  to  express  our  views. 


Statement  op  The  Reverend  Lloyd  S.  Casson,  Canon,  Washington 
Cathedral,  President,  Episcopal  Urban  Caucus 

Good  morning.  I  am  Lloyd  Casson,  Canon  at  the  Washington  Cathedral.  I 
also  speak  this  morning  on  behalf  of  the  Right  Rev.  John  T.  Walker,  Bishop  of 
Washington,  who  cannot  be  here. 

Many  centuries  ago,  the  prophets  equated  the  provision  of  food  with  the  pro- 
vision of  justice — that  is,  all  people  have  a  right  to  eat.  In  our  more  secular  society, 
we  understand  that  principle  of  a  universal  right  as  it  applies  to  education  when 
we  mandate  a  universal  free  public  school  system.  But  we  are  less  clear  on  its 
relevance  to  that  most  basic  question  of  survival — the  right  to  food  for  all  of  our 
citizens.  The  Food  Stamp  Program  comes  closest  to  a  public  acknowledgement  of 
that  right,  and  the  Episcopal  Church  of  which  I  am  a  part,  has  affirmed,  and  will 
continue  to  affirm  the  strengthening  of  all  such  federal  food  assistance  programs 
which  support  that  right. 

As  we  enter  into  consideration  of  any  spending  reductions  in  programs  which 
feed  hungry  people,  we  need  to  be  very  clear  about  one  fact:  the  programs  do 
work.  Fewer  today  suffer  from  outright  starvation  and  nutrition-related  diseases, 
infants  receiving  WIC  Supplemental  Foods  and  Commodity  Supplemental  Foods 
are  healthier,  children  receiving  meals  at  school  are  learning  better.  It  was  not 
always  so.  We  need  only  to  refer  to  testimony  before  this  very  body  in  the  mid- 
sixties  to  realize  how  far  we  have  come,  this  in  spite  of  deteriorating  economic 
conditions.1 

In  the  diocese  which  I  serve,  the  city  of  Washington  and  the  adjacent  counties 
of  Maryland,  the  conditions  reflect  that  of  most  urban  areas — unemployment  is 
rising,  infant  mortality  and  morbidity  is  well  above  the  national  average,  the  cost 

1  "Hunger  In  America :  The  Federal  Response".  The  Field  Foundation,  1070. 
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of  mere  vrrrm\  »  ^Kxnbing  oct  of  the  reach  of  many  gftaeps.  As  a  < 
the  r.eed  for  *erw.e»  from  both  the  pnbise  and  private  sector  im  r  mi  j  daOr. 
y^*f,  the  r*Kjpo«a  ^omnvjnity  through  the  InteTfaith  Conference  of  Metropolitan 
W**h*r.gV>T.  ;oir>d  with  others  in  the  city  to  open  a  food  bank,  to  distribute  food 
to  tfco*e  wh/*e  resources  were  exhausted.  In.  las  than  nine  months,  over  one-half 
Milks'/ft  poinds  of  food  have  been  distributed,  and  the  demand  continues  to  rise. 
In  thi*  eity  during  the  past  two  years,  reowst*  for  meals  at  soup  kitchens  and 
symiiar  emergeney  meal  *ttes  have  more  than  doubled.  In  nearby  Montgomery 
Countr,  one  of  the  richest  in  the  nation,  the  local  community  ministry  has  seen 
a  7£%  inereaae  in  applications*  for  their  emergency  grants  over  the  past 
twelve  month*,  7  bene  grant*  are  used  almost  exclusively  to  buy  food  and  mediane. 
Comm unity  Ministries  anticipates  a  similar  rise  in  1981.  These  rising  cries  for 
help  come  6e///re  any  of  the  projected  budget  cuts  are  implemented.  Times  are 
already  hard— and  it  is  cruel  to  expect  those  at  the  lowest  income  levels  to  bear 
more  than  they  already  hare.  A  call  to  tighten  one's  belt  is  an  exercise  in  futility 
when  directed  to  someone  who  cannot  afford  a  belt. 

ft  has  been  suggested  that  fraud  and  abuse  in  such  programs  as  Food  Stamps 
wastes  an  unacceptable  amount  of  our  tax  dollars.  Errors  do  understandably 
occur;  the  Food  Htamp  Program  is  run  bv  human  beings  for  human  beings,  with 
all  of  the  fallability  which  that  implies.  However,  the  statistics  available  do  not 
appear  to  substantiate  the  claim  of  a  high  deliberate  fraud  rate.  In  the  state  of 
Maryland  last  year,  for  example,  141,000  households  received  food  stamps.  A 
total  of  58  cases  of  suspected  fraud  were  deemed  worthy  of  full  investigation. 
These  investigations  led  to  one  (I)  conviction  for  fraud  in  1980.*  Hardly  a  clear 
indictment  of  the  program  and  those  whom  it  serves. 

What  impact  will  these  proposed  cuts  have  on  this  particular  urban  area? 
The  figures  are  becoming  apparent.  I  offer  four  examples. 

The  $4.3  million  dollars  which  now  come  into  the  District  of  Columbia  in  food 
stamps  each  month  will  go  down,  so  that  less  money  will  go  into  the  local  food 
store*  and  the  economy,  and  jobs  will  be  lost.  The  local  unemployment  rate  is 
already  above  8  percent. 

Hhould  this  Congress  enact  a  so-called  Supplication  of  Benefits  change  involving 
school  lunch,  the  households  of  over  48,000  children  in  this  city  will  have  their 
food  stamps  reduced. 

Thanks  to  combined  city-community-religious  cooperation  over  the  past  year, 
a  badly-needed  WIC  Supplemental  Food  Program  Is  about  to  be  inauguerated  in 
Washington  to  help  the  estimated  20,000  pregnant  and  lactating  women,  infants 
and  children  who  need  extra  food.  Any  cuts  at  all  in  the  WIC  budget  will  jeopard- 
ize the  lives  and  health  of  those  most  vulnerable  residents  who  are  already  at  risk. 

Two  of  our  small  Episocopal  parishes  in  nearby  Maryland,  one  urban  and  one 
rural,  extend  a  summer  ministry  to  the  children  of  their  very  neighborhoods. 
Thanks  to  a  recognition  by  the  federal  government  that  children  are  hungry  year- 
round,  the  Summer  Food  Program  operates  in  both  places,  and  these  youngsters 
can  eat  as  well  as  learn  and  play  together  every  day.  If  the  Summer  Food  Program 
is  eliminated  as  proposed  by  President  Reagan,  the  learning  and  the  playing  will  be 
harder  to  do  with  empty  stomachs.  There  are  no  nearby  agencies  to  pick  up  the 
slack. 

However,  statistics  are  easy  to  brush  aside;  we  sometimes  forget  that  each 
number  stands  for  a  human  being  who  is  already  poor,  but  who  is  nonetheless 
precious  in  the  sight  of  God.  Last  week,  one  of  my  parishioners  sat  next  to  a 
Baltimore  woman  whose  sole  income  is  $326  a  month  for  her  family  of  four; 
by  anyone's  definition,  she  is  one  of  the  "truly  needy".  A  Congressional  aide  had 
just  assured  her  that  the  new  Administration's  proposed  cuts  would  not  affect 
her  food  stamp  allotment  since  she  is  so  poor.  But  this  woman  has  three  sons  who 
receive  free  lunches  at  their  school,  and  should  this  Congress  change  the  Food 
Stamp  Program  to  count  school  lunch  benefits  as  income  in  determining  food  stamp 
benonts.  her  monthly  food  stamp  allotment  will  probably  drop  by  as  much  as 
one-sixth.  And  she  has  no  other  money  to  spend  on  food;  her  rent  is  $225,  and 
Utilities  eat  up  the  rest  of  her  cheque.  This  is  but  one  example  of  the  fallacy  that 
these  proposed  program  cuts  will  not  harm  the  poorest  of  the  poor.  The  fact  is 
that  they  will. 

Over  the  course  of  these  hearings,  you  will  no  doubt  hear  the  same  statistics 
quoted  over  and  over,  you  will  be  presented  with  the  same  research  findings  show- 
ing improved  health  and  virtual  elimination  of  outright  starvation  thanks  to 

1  Dept.  of  Human  Resources,  State  of  Maryland. 
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food  programs  in  this  country,  you  will  be  urged  again  and  again  not  to  balance 
the  budget  on  the  backs  of  the  poor — until  it  all  becomes  like  a  time-worn  refrain. 
But  it  all  needs  to  be  repeated — it  must  be  repeated — so  that  none  of  us  forget 
why  we  are  here.  While  one  of  the  least  of  our  people  goes  hungry,  we  all  suffer 
from  that  same  hunger.  When  one  small  child  dies  from  lack  of  food,  a  bit  of  each 
of  us  dies  too.  As  a  community,  we  have  the  power  and  the  resources  to  ensure  that 
none  of  our  brothers  and  sisters  go  hungry.  I  urge  you  to  reconsider  making  any 
cuts  at  all  in  these  programs  which  nourish  hungry  men,  women  and  children. 
Instead,  I  would  call  on  you  to  increase  the  resources  of  this  nation  which  are 
available  to  the  poor  and  the  helpless,  so  that  they  too  may  find  it  possible  to  lead 
healthy  and  productive  lives.  It  is  cost-effective,  it  is  possible,  and  it  is  just. 
Thank  you. 

Statement  of  Mart  Nelson,  Lutheran  Council  in  the  U.S.A. 

My  name  is  Mary  Nelson.  I  am  Director  of  the  Lutheran  Family  Mission  and 
Bethel  Housing  in  Chicago.  I  welcome  this  opportunity  to  testify  on  reauthor- 
ization of  the  food  stamp  program.  This  testimony  is  being  presented  on  behalf 
of  three  member  church  bodies  of  the  Lutheran  Council: 

The  American  Lutheran  Church,  headquartered  in  Minneapolis,  Minnesota, 
composed  of  4,800  congregations  having  approximately  2.4  million  U.S.  members; 

The  Lutheran  Church  in  America,  headquartered  in  New  York,  New  York, 
composed  of  6,100  congregations  having  approximately  3  million  members  in  the 
U.S.  and  Canada;  and 

The  Association  of  Evangelical  Lutheran  Churches,  headquartered  in  St. 
Louis,  Missouri,  composed  of  270  congregations  having  approximately  110,000 
U.S.  members. 

These  Lutheran  church  bodies  asked  me  to  represent  them  today  because  the 
agencies  I  direct  represent  some  of  America's  poor.  My  work  brings  me  into  contact 
with  people  who  comb  rubbish  barrels  for  left-over  food  at  the  end  of  the  month 
when  their  food  stamp  allotments  are  no  longer  sufficient.  For  many,  food  stamps 
at  today's  levels  are  inadequate  to  satisfy  basic  nutritional  needs.  For  this  reason, 
the  Lutheran  churches  object  to  the  severe  cuts  to  the  food  stamp  program  pro- 
posed by  the  Reagan  Administration. 

Part  of  the  church's  interaction  with  government  is  its  advocacy  for  the  rights 
of  all  people.  We  appear  here  today  through  a  governmental  process  that  allows 
for  the  voices  of  individuals  and  groups  with  a  special  interest  in  pending  legisla- 
tion. However,  quite  apart  from  what  President  Reagan  has  predicted  will  be 
the  cries  of  "selfish  interests"  objecting  to  individual  cuts  in  his  massive  plan 
for  the  reduction  of  government  spending,  our  special  interest  is  the  health  and 
welfare  of  other  people.  There  are  people  in  this  country  who  will  suffer  severe 
cutbacks  in  their  health  and  general  welfare  because  of  proposed  cuts,  not  just 
in  food  stamps,  but  in  the  whole  range  of  social  programs  that  benefit  the  same 
population — the  nation's  poor. 

America  unwillingly  had  its  eyes  opened  to  the  severity  of  its  hunger  and 
malnutrition  problem  as  a  result  of  a  fact-finding  tour  of  several  depressed 
American  communities  sponsored  by  the  Field  Foundation.  I  am  sure  you  are 
aware  of  the  initial  investigation  in  1967  made  by  a  team  of  doctors  who  found  a 
high  incidence  of  malnutrition  and  out-right  starvation,  especially  among  children 
and  the  elderly,  in  the  Mississippi  delta,  the  Bronx,  the  coal  fields  of  Appalachia, 
and  in  swampy  coastal  South  Carolina.  Ten  years  later  Field  Foundation  doctors 
returned  to  the  same  impoverished  areas  and  found  that,  through  the  creation 
and  development  of  federal  feeding  programs,  including  food  stamps,  the  nu- 
tritional component  of  Head  Start,  school  lunch  and  school  breakfast,  and  the 
WIC  program,  enormous  progress  was  made  in  providing  hungry  Americans  with 
an  adequate  diet.  Although  the  general  conditions  of  poverty,  poor  housing  and 
marginal  health  and  education  services  still  exist  in  the  same  impoverished  areas, 
people  now  have  access  to  food.  There  are  fewer  apathetic  children  who  show 
signs  of  malnutrition.  While  Field  Foundation  doctors  verified  that  hunger  in 
America  has  been  reduced,  they  also  emphasized  that  federal  feeding  of  the  poor 
does  not  go  far  enough.  Programs  have  only  scratched  the  surface  of  nutritional 
needs. 

Congress  acknowledged  that  the  right  to  food  is  basic  to  human  survival 
through  passage  of  the  Right  to  Food  Resolution  in  1976.  Bolstered  by  the 
success  of  federal  feeding  efforts  as  documented  by  the  Field  Foundation,  Con- 
gress in  1977  revised  the  food  stamp  program  and  declared  as  its  intent  "  ...  to 
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safeguard  the  health  and  well-being  of  the  Nation's  population  by  raising  levels 
of  nutrition  among  low-income  households." 

During  the  parallel  period  of  time  when  increased  federal  feeding  efforts  were 
successfully  affecting  the  lives  of  Americans,  Lutheran  churches  were  becoming 
actively  involved  in  hunger  appeals  organized  to  provide  direct  food  and  develop- 
ment assistance  not  only  overseas  but  within  U.S.  borders.  Although  Lutheran* 
and  other  people  of  faith  historically  have  responded  to  the  needs  of  othen 
through  general  benevolence  offerings,  we  became  particularly  sensitive  during 
the  late  1960's  and  early  1970's  to  trends  of  increasing  population,  dwindling 
resources,  and  the  widening  gap  between  the  rich  and  poor.  Our  consciences 
were  pricked.  To  quote  Ronald  Sider  in  Cry  Justice — The  Bible  on  Hunger  and 
Poverty,  "We  need  to  .  .  .  take  the  Bible  in  one  hand  and  the  newspaper  in  the 
other.  Careful  study  of  the  biblical  teaching  on  the  poor,  possessions  and  justice, 
combined  with  sophisticated  analysis  of  contemporary  poverty  and  its  systemic 
causes,  is  a  criterion  of  a  faithful  Church  in  an  age  of  hunger. 

The  American  Lutheran  Church  (ALC)  and  the  Lutheran  Church  in  America 
(LCA)  began  broad,  national  hunger  appeals  in  1974.  The  newly  created  As- 
sociation of  Evangelical  Lutheran  Churches  (AELC)  initiated  its  hunger  appeal 
in  1980.  All  three  church  bodies  funnel  donated  funds  into  international  and 
domestic  programs  for  direct  emergency  hunger  relief,  advocacy  and  education 
of  their  members.  In  1980,  conventions  of  the  ALC  and  the  LCA  approved 
extensions  of  their  successful  hunger  programs  for  six  years  and  ten  years,  respec- 
tively, The  new  hunger  appeal  of  the  AELC  was  created  by  convention  in  1980 
and  extended  throughout  the  life  of  that  church  body. 

Since  1974  the  hunger  appeals  of  the  American  Lutheran  Church  and  the 
Lutheran  Church  in  America  have  collected  $11  million  and  $23  million,  re- 
spectively. The  new  AELC  appeal,  made  to  a  significantly  smaller  sized  church 
body,  has  received  $42,000  since  its  inception  in  November  1980.  Of  the  total 
contributed  by  members  of  the  American  Lutheran  Church,  $734,170,  or  6.67 
percent  of  the  total,  has  been  targeted  for  the  relief  of  domestic  hunger  through 
training  of  members,  production  of  printed  and  audio-visual  materials,  fund 
raising  and  through  direct  grants  to  community  based  urban  and  rural  projects 
dealing  with  local  hunger  needs.  In  1981,  over  10  percent  of  the  $2  million  do- 
nated through  this  hunger  appeal  will  be  used  for  domestic  projects  and  for  the 
education  and  training  of  church  members  in  hunger  concerns. 

Although  the  largest  portion  of  the  $23  million  given  to  the  Lutheran  Church 
in  America  hunger  appeal  has  been  directed  toward  relief  of  global  hunger,  5 
percent  or  $1.2  million  has  gone  into  direct  relief  of  domestic  hunger  and  addressing 
the  special  longer  term  needs  of  particular  segments  of  the  American  popula- 
tion. Another  15  percent  of  the  LCA  funds  has  been  spent  for  global  and  do- 
mestic hunger  education  and  advocacy.  Some  special  domestic  projects  funded 
in  part  with  LCA  hunger  monies  have  included:  emergency  food  assistance, 
nutrition  education  for  low  income  youth,  aid  in  the  purchase  of  food  vouchers 
for  migrant  farm  workers,  and  self  help  programs  for  needy  rural  families.  For 
the  past  five  years,  the  LCA  has  also  sponsored  "Listening  to  People"  conferences 
in  sections  of  the  United  States  and  Canada  to  provide  an  outlet  for  Lutheran 
people  across  America  to  be  heard  on  issues  involving  hunger,  farm  policy,  grain 
reserves,  water  rights  and  land  use. 

Of  the  money  collected  from  its  members  by  the  Association  of  Evangelical 
Lutheran  Churches,  two-thirds  is  earmarked  for  global  hunger  concerns  and  one- 
third  is  for  domestic  hunger.  AELC  domestic  hunger  monies  are  then  divided 
between  the  National  Indian  Lutheran  Board  and  Bread  for  the  World. 

Because  the  problem  of  hunger  in  the  world  has  recently  come  into  the  fore- 
ground of  our  minds,  churches  are  actively  involved  now  in  more  far  reaching 
direct  food  aid  and  in  education  of  their  members.  Hunger  is  too  important  a 
problem  for  churches  to  simply  sponsor  bread  lines,  soup  kitchens,  food  banks  and 
similar  emergency  measures,  although  these  efforts  certainly  have  their  place. 
Lutheran  churches  have  allocated  some  of  their  domestic  monies  to  projects  that 
encourage  American  people  of  meager  incomes  to  become  self-reliant  so  they  do 
not  have  to  depend  on  emergency  food.  Our  churches  are  doing  their  part  to  put 
band-aids  on  the  wounds  of  our  society's  victims.  But  churches  are  not  capable  of 
performing  the  surgery  necessary  to  being  healing  to  these  wounds.  Until  the 
nation  can  rearrange  its  priorities  so  that  gaps  between  the  rich  and  poor  are  less 
painful  to  the  poor,  the  government  must  bear  the  responsibility  of  its  victims.  If 
federal  feeding  programs  that  now  are  successful  in  raising  the  nutritional  stand- 
ards among  the  poor  in  America  are  cut  severely,  as  is  proposed  by  the  Reagan 
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Administration,  the  churches,  for  all  their  humanitarian  efforts,  cannot  fill  the 
gap  in  services  to  the  poor.  The  numbers  are  too  massive;  the  need  is  too  great. 
While  only  the  barest  nutritional  needs  are  being  met  by  food  stamps  and  other 
federal  feeding  programs,  these  programs  have  proved  to  be  crucial  to  the  nation's 
overall  health.  By  allowing  poor  recipients  to  purchase  more  food,  the  food  stamp 
program  is  also  advantageous  to  the  nation's  economy.  Food  stamp  dollars  go 
into  food,  which  puts  money  into  the  local  economy  and  ultimately  improves  the 
overall  picture  of  American  agriculture  by  increasing  the  demand  for  food.  The 
relationship  of  food  and  farm  programs  is  of  special  concern  to  the  Lutheran 
churches  I  represent  and,  we  feel,  it  deserves  the  particular  attention  of  this 
Committee.  We  are  acutely  aware  that  no  American  should  suffer  the  pain  of 
hunger  and  the  humiliation  of  malnutrition  in  a  nation  that  so  abundantly  pro- 
duces food.  The  issue  is  clearly  not  lack  of  food,  but  a  problem  of  distribution — of 
getting  the  food  into  the  right  hands. 

In  America,  the  needs  of  the  poor  for  food  and  the  need  of  farmers  for  income 
are  interconnected.  US  DA  estimates  that  farm  income  rises  $36  million  for  every 
$100  million  spent  on  food  stamps.  Projected  cuts  to  food  stamps  would  mean 
severe  financial  losses  to  farmers.  But  the  dollar  to  dollar  relationship  is  perhaps 
less  pertinent  than  the  overall  pattern  of  change  in  rural  areas.  The  numerical 
decline  in  the  nation's  farms — some  30,000  lost  each  year  by  merger  into  large 
corporate  farm  units  or  by  the  spread  of  suburbs  and  highways — is  part  and  parcel 
of  the  loss  in  rural  communities  of  a  stable  economic  base,  local  businesses  and 
employment  opportunities.  These  deficiencies  in  rural  settings  naturally  lead  to 
rural  poverty,  which  is  a  source  of  the  rising  incidence  of  rural  hunger. 

Hunger  and  poverty  are  as  abundant  in  this  nation  as  food.  Food  stamps  were 
devised  as  a  program  to  assist  those  in  poverty  by  helping  to  alleviate  their 
hunger  and  provide  an  adequate  nutritional  base,  The  program  has  grown  in 
massive  proportions  during  the  four  years  since  its  initial  authorization.  But  two 
key  elements  in  that  growth  are  not  fraud  and  abuse  ...  or  students  and  strikers, 
as  we  hear  daily  in  the  vocabulary  of  food  stamp  critics.  The  two  most  profound 
causes  for  growth  in  the  program  are  this  nation's  unemployment  rate  and  infla- 
tion, especially  the  spiraling  cost  of  food.  Food  stamps  were  designed  to  respond 
to  these  crucial  factors  in  our  economy.  Unemployment  and  inflation  are  out  of 
control — not  the  food  stamp  program.  With  every  one  per  cent  increase  in  un- 
employment, more  than  one  million  additional  participants  are  added  to  the 
program;  every  one  per  cent  increase  in  food  prices  adds  $148  million  to  the 
program  cost. 

Of  the  22  million  people  currently  on  food  stamps,  78  percent  are  children, 
elderly,  disabled  or  single  parents.  Twenty-one  per  cent  of  food  stamp  households 
have  earned  income  but  it  is  not  sufficient  to  adequately  feed  their  families;  11 
percent  of  household  heads  work  full  time.  Unless  exempt,  food  stamp  recipients 
are  required  to  register  and  search  for  work.  More  than  12  million  recipients  (over 
50  percent  of  the  program)  live  in  households  with  less  than  $300  per  month  total 
income;  90  percent  have  incomes  below  the  poverty  line.  Sixty  percent  of  recipients 
have  no  liquid  assets;  more  than  two-thirds  do  not  own  a  car.  Only  two-tenths  of 
one  percent  are  students  and,  to  qualify,  they  must  be  over  60,  disabled,  working  or 
caring  for  young  children. 

These  are  the  recipients.  Whether  they  are  the  "truly  deserving  needy"  depends 
on  what  President  Reagan  means  by  his  definition.  True  poverty  extends  way 
beyond  a  group  of  people  who  are  totally  dependent  on  government  programs  for 
their  survival.  Many  of  the  poor  have  some  income,  although  it  alone  is  already 
inadequate  to  provide  for  their  needs.  As  federal  aid  is  cut  to  recipients  of  targeted 
social  programs,  more  of  their  own  dwindling  dollars  will  have  to  be  spent  on 
food,  energy  and  housing. 

The  Lutheran  churches  I  represent  commend  this  Committee  for  its  work  in 
achieving  new  regulations  during  the  last  three  years  that  have  instituted  major 
incentives  against  fraud  and  abuse  and  tightened  food  stamp  eligibility,  elimi- 
nating some  six  million  people  from  the  program.  While  we  would  support  addi- 
tional regulations  that  achieve  increased  efficiency  and  reduce  program  waste,  we 
are  concerned  that  cuts  made  in  the  name  of  reducing  waste,  fraud  and  abuse  will 
simply  remove  benefits  from  people  who  are  in  desperate  need  of  food  aid. 

We  take  issue  with  the  Reagan  Administration's  claim  that  those  in  true  need 
will  not  suffer  through  their  planned  cutbacks  in  government  spending.  If  the 
cuts  are  carefully  scrutinized,  some  $16  billion — nearly  one-third  of  the  total 
$48.6  proposed  for  fiscal  year  1982 — are  directed  at  the  poor.  The  combined 
impact  of  cuts  in  social  programs — food  stamps,  child  nutrition,  the  WIC  supple- 
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mental  feeding  program,  Medicaid,  unemployment  compensation,  AFDC,  low 
income  housing  programs — will  be  devasating  to  people  whose  incomes  are  already 
too  meager  to  deal  with  today's  economy.  It  is  also  unrealistic  to  project  that 
this  segment  of  the  population  can  benefit  from  proposed  cuts  in  personal  taxes. 
Their  incomes  are  simply  too  low. 

Responding  to  projected  cuts  to  the  food  stamp  program,  we  object  particularly 
to  the  following: 

1.  reducing  benefits  to  families  whose  school  age  children  may  receive  free  school 
lunches — Projected  savings:  $600  million — Families  affected  by  this  cut  already 
qualify  as  very  poor  for  their  children  to  receive  free  meals  at  school.  Cutting 
their  food  stamp  allotment  by  up  to  $11.50  per  month  per  school-age  child  would 
nutritionally  affect  the  whole  family. 

2.  setting  the  gross  income  level  at  130  percent  of  the  poverty  line  for  eligibility — 
Projected  savings:  $273  million — Current  food  stamp  eligibility  is  based  on  net 
income  at  the  poverty  line.  The  Reagan  proposal  would  set  gross  income  eligibility 
at  130  percent  of  the  poverty  line,  eliminating  one  million  food  stamp  recipients. 
This  proposal  hurts  the  working  poor,  who  with  some  government  assistance  now 
received,  are  able  to  rise  out  of  poverty  into  permanent  productivity. 

3.  freezing  deductions  at  current  levels — Projected  savings:  $130  million — The 
purpose  of  the  deductions  is  to  more  accurately  measure  household  income  avail- 
able for  the  purchase  of  food.  This  would  place  an  unrelieved  burden  on  recipients 
as  their  available  dollars  are  claimed  by  the  rising  costs  of  other  necessities, 
especially  shelter  and  energy. 

4.  retrospective  income  accounting—No  savings;  addition  to  the  budget  of  $22.5 
million  in  administrative  costs.  Eligibility  would  be  determined  by  using  a  person's 
income  figure  at  least  one  month  prior  to  application  for  food  stamps.  The  admin- 
istration's intention  is  to  keep  the  short  term  unemployed  from  food  stamp 
benefits.  But  an  example  of  what  the  change  would  do  is  to  make  a  laid-off 
worker  and  his  family  wait  at  least  one  month  before  receiving  government 
food  support. 

I  conclude  by  emphasing  that  poor  people  are  struggling  today.  They  are  the 
hardest  hit  by  inflation.  The  earning  power  of  those  who  work  is  inadequate  to 
boost  their  standard  of  living  to  keep  pace  with  today's  costs.  The  fixed  incomes 
of  those  who  are  not  working  make  them  especially  vulnerable  to  inflation.  Al- 
though is  it  the  administration's  intent  to  revive  the  economy  and  repair  the 
damage  that  has  caused  inflation  and  all  its  side  effects,  we  ask  you  to  reassess  who 
is  going  to  suffer  the  most  from  the  Reagan  economic  revival  prescription.  Food 
stamp  levels  today  are  barely  sufficient  for  many  recipients  to  eat  and  feed  their 
families  an  adequately  nutritional  diet.  Cutting  benefits  will  not  only  remove  needy 
people  from  the  program  and  reduce  the  food  buying  power  of  those  who  are  still 
eligible,  but  it  could  return  our  bountiful  nation  to  the  embarrassing  levels  of  mal- 
nutrition discovered  in  the  1960's. 

Statement  of  the  Reverend  Richard  Wood,  Representing  the  Illinois 
Consortium  on  Governmental  Concerns 

My  name  is  Richard  Wood  and  I  am  the  Director  of  the  Illinois  Consortium  on 
Governmental  Concerns,  a  coalition  of  21  regional  religious  groups  in  Illinois.  We 
are  affiliated  with  the  Illinois  Conference  of  Churches.  These  Illinois  religious 
groups  are  a  part  of  national  bodies  which  share  a  common  tradition  of  concern  and 
action  in  behalf  of  the  poor  and  dispossessed.  I  come  before  you  today  representing 
the  Governmental  Concerns  Consortium  and  religious  colleges  across  the  state 
who  have  shared  their  concerns  with  me  as  they  are  involved  in  the  direct  service 
poverty  programs  of  the  church,  particularly  the  emergency  food  programs  of  their 
congregations  and  cooperative  inter-faith  organizations. 

We  call  on  you  to  support  full  funding  for  the  Food  Stamp  Program.  We  call  for 
full  funding  for  many  of  the  same  reasons  that  have  been  or  will  be  articulated  by 
other  religious  groups,  by  anti-poverty  advocates,  by  civic  groups,  by  food  and 
nutrition  organizations  and  others.  But  there  is  an  additional  reason  for  our  calling 
upon  you  to  fully  support  the  Food  Stamp  Program,  an  argument  that  strikes  at 
the  very  heart  of  the  responsibilities  you  have  assumed  as  our  nation's  elected 
officials. 

There  seems  to  be  an  assumption  here  in  Washington  that  the  federal  govern- 
ment can  cut  back  on  its  programs  because  the  private  sector  is  quite  capable  of 
moving  in,  filling  the  void,  assuming  the  responsibilities  that  have  been  abdicated, 
in  an  effective  and  comprehensive  way.  When  it  comes  to  poverty  and  feeding 
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hungry  people,  along  with  charities  the  private  sector  most  often  is  the  religious 
community — the  people  who  worship  in  synogogues  and  churches  and  who  support 
their  religious  programs.  And  so  before  you  abdicate  or  reduce  the  level  of  federal 
responsibility  for  the  Food  Stamp  Program,  we  call  upon  you  to  first  assess  the 
capabilities  of  the  private  sector,  to  determine  if  indeed  it  can  fill  the  void  you 
leave  behind. 

I  come  to  you  from  poverty's  private  sector  in  Illinois  to  describe  the  present 
status  of  the  church's  food  programs  and  to  share  with  you  an  assessment  of 
our  ability  to  respond  in  the  future.  At  the  outset  I  tell  you  that  Washington's 
abdication  assumption  does  not  work  when  it  comes  to  hunger  and  poverty  in 
Illinois.  If  you  do  not  fulfill  your  responsibilities  for  the  poor  and  hungry  of  our 
state,  the  consequences  will  be  devastating  to  our  state  where  one  out  of  every 
ten  citizens  must  receive  food  stamps  to  support  an  adequate  diet. 

I  talked  with  a  clergy  collegue  of  mine  with  the  Church  Federation  of  Chicago 
the  other  day.  Fifty-three  church  food  pantries  have  been  reporting  food  dis- 
tribution statistics  to  him  during  1980  and  1981.  The  figures  he  has  received  are 
astounding.  During  1980,  fifty-three  church  pantries  were  able  to  distribute 
food  to  115,000  people.  But  they  had  to  turn  away  an  additional  9,000  persons 
because  the  pantries  ran  out  of  food.  In  January  1981,  these  pantries  served 
11,300  people,  but  again  they  ran  out  of  food  and  over  1,000  persons  were  turned 
away. 

A  fellow  pastor  in  Rockford,  Illinois  tells  me  the  future  ability  of  their  food 
pantries  to  meet  the  need  is  sobering.  He  told  me  that  in  January  1981  their 
cooperative  city-wide  pantry  served  900  persons,  which  may  not  seem  large 
when  compared  to  Chicago  but  it  is  the  greatest  demand  for  food  they  have  ever 
faced.  He  tells  me  that  if  the  Chrysler  corporation  goes  under,  a  major  employer 
in  the  Rockford  area,  a  food  future  that  is  now  sobering  becomes  a  future  that 
is  frightening. 

Further  south  in  Illinois,  the  co-ordinator  of  the  Catholic  Urban  Program 
for  the  Diocese  of  Belleville  says  that  the  demand  for  food  began  accelerating 
last  summer  and  that  now  they  simply  cannot  keep  up  with  the  demand.  The  co- 
ordinator calls  the  present  situation  frightening.  And  he  says  the  people  they 
are  serving  now  not  only  come  from  East  St.  Louis  but  for  the  first  time  from 
neighboring  communities  which  have  depressed  economies.  He  asked  me  what 
happens  when  people's  unemployment  compensation  starts  to  run  out.  He  speaks 
with  a  sense  of  panic,  a  feeling  supported  by  his  urgan  program  statistics  which 
show  that  the  demand  for  food  from  households  grew  by  41  percent  in  1980  over 
the  previous  year. 

In  my  own  community  of  Springfield,  Illinois,  I  am  a  part  of  a  congregation 
that  has  a  food  pantry.  We  provide  only  3  days  worth  of  food  for  a  family  usually 
coming  to  our  program  on  referral  from  the  Department  of  Public  Aid  or  the 
Department  of  Children  and  Family  Services.  The  increase  in  the  number  of 
families  that  we  have  served  is  phenomenal.  In  1980,  six  months  had  to  pass 
before  we  had  served  200  families.  In  1981,  we  had  served  that  number  of  families 
in  the  first  two  months  of  the  year. 

In  Chicago,  in  Rockford,  in  St.  Clair  County  and  in  Springfield  as  the  food 
demand  increases  our  capabilities  to  respond  decreases.  We  are  finding  fewer 
people  in  our  congregations  who  are  financially  able  to  stock  the  shelves  because 
they  too  are  facing  the  "economic  crunch".  We  are  also  finding  that  our  food 
program  dollars  are  buying  fewer  groceries  than  a  year  ago.  Therefore,  even 
with  the  present  Food  Stamp  Program,  the  religious  community,  the  private 
sector  is  losing  ground  and  cannot  keep  pace.  In  1980,  the  number  of  persons 
receiving  food  stamps  in  Illinois  increased  by  over  96,000.  If  you  cut  the  program 
back,  and  I  am  told  there  are  proposals  to  reduce  benefits  to  Illinois  citizens  by 
$70  million  dollars,  which  is  equal  to  the  costs  of  two  months  of  the  program, 
there  is  no  way  that  the  synogogues,  congregations  and  parishes  in  Illinois  can 
make  up  the  difference — nor  should  they! 

We  have  entrusted  our  government  with  the  responsibility  for  upholding  our 
basic  human  rights.  We  have  come  to  affirm  that  one  of  the  rights  basic  to  us  all 
is  the  right  to  food.  When  the  economic  instability  of  our  nation  creates  hunger 
and  poverty,  then  it  becomes  the  responsibility  of  government  to  make  certain 
that  the  food  needs  of  its  people  are  met.  The  federal  government  cannot  expect 
the  leligious  community  to  bear  full  responsibility  for  the  consequences  of  a 
post-industrial  society,  while  government  does  little  or  nothing.  In  behalf  of  the 
well-being  of  our  society,  the  responsibility  is  yours. 
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Texas  Department  of  Human  Resources, 

Austin,  Tea.,  May  5,  1981. 
Mr.  Tom   Boney, 
Russell  Building, 
Washington,  D.C. 

Dear  Mr.  Boney  :  The  following  statistics  are  on  the  food  stamp  trafficking 
cases  that  have  been  investigated  in  Texas. 

For  the  time  period  of  January  1,  1979,  through  March  31,  1981,  we  have 
investigated  a  total  of  170  food  stamp  trafficking  oases.  Of  these  170  cases,  126 
were  considered  criminal  violations  and  44  of  these  were  non-criminal  violations. 
The  number  of  cases  presented  for  prosecution  was  74.  Of  these  74,  35  were 
prosecuted  with  33  convictions  and  39  dismissals.  No  figures  are  available  on 
the  money  amounts  involved. 

For  your  information,  I  have  attached  a  copy  of  the  Texas  law  on  food 
stamp  trafficking. 
If  we  may  be  of  further  assistance,  please  do  not  hesitate  to  contact  me. 
Sincerely, 

Edward  L.  Richards, 

Investigator  General, 
Office  of  the  Investigator  General. 
Attachment. 

1979  Pamphlet 

Vernon's  Texas  Codes  Annotated 

human  resources  code  with  tables  and  index 

(Acts  1979,  66th  Leg.,  Chapter  842,  Approved  June  13, 1979,  Effective 
September  1,  1979) 

SECTION   33.009 — HUMAN   RESOURCES   CODE — CH.    33 

(c)  The  revolving  fund  at  the  disposal  of  each  distributing  agent  shall  be 
deposited  in  a  bank  designated  by  the  commissioner  in  an  account  known  as 
the  commodity  distribution  fund.  The  money  shall  be  expended  on  the  authority 
of  the  distributing  agent  under  the  direction  of  the  department 

(d)  The  distributing  agent  shall  make  a  monthly  report  to  the  department 
of  the  funds  received  and  disbursed. 

(e)  If  the  commodity  distribution  program  and  food  stamp  program  are 
terminated  the  money  remaining  in  the  commodity  distribution  fund  in  each 
district  shall  be  refunded  to  the  contributors  on  a  pro  rata  basis  after  all  due 
and  just  accounts  are  paid. 

Library  References— States  <3=>127.  C.  J.S.  States  §  228. 

SECTION  33.010 — SALE  OP   EQUIPMENT  AND  PROPERTY 

If  the  commodity  distribution  and/or  food  stamp  programs  are  terminated, 
equipment  and  property  purchased  with  funds  from  the  commodity  distribution 
fund  shall  be  sold  by  competitive  bids.  The  proceeds  from  the  sale  shall  be 
deposited  in  the  commodity  distribution  fund  in  each  district  and  distributed 
iu  the  manner  specified  by  Section  33.009  of  this  code. 

8ECTION    33.011 — PROHIBITED   ACTIVITIES;    PENALTIES 

(a)  A  person  commits  an  offense  if  the  person  knowingly  uses,  alters  or  trans- 
fers food  stamp  coupons  or  authorizations  to  participate  in  the  food  stamp  pro- 
gram in  any  manner  not  authorized  by  law.  An  offense  under  this  subsection 
is  a  Class  A  misdemeanor  if  the  value  of  the  coupons  or  authorization  cards 
is  less  than  $200  and  a  felony  of  the  third  degree  if  the  value  of  the  coupons 
or  authorization  cards  is  $200  or  more. 

(b)  A  person  commits  an  offense  if  the  person  knowingly  possesses  food 
stamp  coupons  or  authorizations  to  participate  in  the  food  stamp  program  when 
not  authorized  by  law  to  possess  them,  knowingly  redeems  food  stamp  coupons 
when  not  authorized  by  law  to  redeem  them,  or  knowingly  redeems  food  stamp 
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coupons  for  purposes  not  authorized  by  law.  An  offense  under  this  subsection 
is  a  Class  A  misdemeanor  if  the  value  of  the  coupons  or  authorization  cards  is 
less  than  $200  and  a  felony  of  the  third  degree  if  the  value  of  the  coupons  or 
cards  is  $200  or  more. 

(c)  A  person  commits  an  offense  if  the  person  knowingly  possesses  blank 
authorizations  to  participate  in  the  food  stamp  program  when  not  authorized 
by  law  to  possess  them.  An  offense  under  this  subsection  is  a  felony  of  the 
third  degree. 

SECTION  33.011 — HUMAN   RESOURCES   DEPARTMENT — CH.    33 

(d)  When  food  stamp  coupons  or  authorizations  to  participate  in  the  food 
stamp  program  of  various  values  are  obtained  in  violation  of  this  section  pur- 
suant to  one  scheme  or  continuing  course  of  conduct,  whether  from  the  same 
or  several  sources,  the  conduct  may  be  considered  as  one  offense  and  the  values 
aggregated  in  determining  the  grade  of  the  offense. 

(e)  The  department  may  contract  with  county  commissioners  courts  to  pro- 
vide funds  to  pay  for  professional  and  support  services  necessary  for  the 
enforcement  of  any  criminal  offense  that  involves  illegally  obtaining,  possessing, 
or  misusing  food  stamps. 

Amended  by  Acts  1979,  66th  Leg.,  p.  2435,  ch.  842,  art.  2  §  6,  eff.  Sept.  1,  1979. 

Historical  note 

Section  1  of  Acts  1979,  66th  Leg.,  p.  1648,  ch.  689,  eff.  June  13,  1979,  amending 
§  7-B  of  former  Vernon's  Ann.  Civ.  St.  art.  695c,  was  incorporated  into  the  Human 
Resources  Code  by  Acts  1979,  66th  Leg.,  p.  2435,  ch.  842,  art.  2,  §  6,  eff.  Sept.  1, 
1979.  Section  2  of  ch.  689  provided : 

"This  Act  does  not  affect  offenses  committed  under  Section  7-B,  The  Public 
Welfare  Act  of  1941,  as  added  (Article  695c,  Vernon's  Texas  Civil  Statutes), 
before  the  effective  date  of  this  Act.  Such  an  offense  is  covered  by  the  law  in 
effect  on  the  date  that  the  offense  was  committed,  and  the  former  law  is  con- 
tinued in  effect  for  the  prosecution  of  the  offense." 

Cross  references 

Punishment. — Class  A  misdemeanor,  see  V.T.C.A.  Penal  Code,  §  12.21.  Third- 
degree  felony,  see  V.T.C.A.  Penal  Code,  §  12.34. 

Library  references 
Agriculture  <3=>3.6. 

Statement  of  Most  Rev.  Eugene  A.  Marino,  S.S.J.,  Auxiliary  Bishop, 
Archdiocese  of  Washington,  D.C.,  Representing  the  United  States 
Catholic  Conference 

Mr.  Chairman  and  members  of  the  Committee,  I  am  Bishop  Eugene  Marino, 
Auxiliary  Bishop  of  the  Archdiocese  of  Washington,  D.C.  I  speak  today  on  behalf 
of  the  Archdiocese  and  also  in  the  name  of  the  United  States  Catholic  Conference, 
the  national  social  action  agency  of  the  Roman  Catholic  Bishops.  We  thank  you 
for  the  invitation  to  share  with  the  Committee  our  concerns  about  the  Food 
Stamp  Program. 

Mr.  Chairman,  if  I  may  begin  by  citing  the  Bible,  I  would  call  your  attention 
to  that  section  in  Holy  Scripture  in  which  it  is  stated  that  on  the  day  of  Judge- 
ment, Our  Lord  will  say  to  the  just:  "I  was  hungry  and  you  gave  me  to  eat," 
and  the  just  will  say:  "When,  Lord,  when  did  we  give  you  to  eat?"  And  the 
Lord  will  say:  "When  you  gave  to  the  least  of  my  brethren;  come  you  blessed 
of  my  Father,  into  eternal  salvation." 

Our  interest  in  the  Food  Stamp  Program  flows  from  the  Church's  commitment 
to  human  rights  and  human  dignity.  Catholic  Bishops  from  around  the  world,  as 
well  as  the  National  Conference  of  Catholic  Bishops,  have  called  "the  right  to 
eat"  fundamental  to  human  dignity  and  basic  to  the  right  to  life  itself. 

There  is  no  doubt  in  my  mind  but  that  every  person  in  this  room  firmly  believes 
in  the  fundamental  right  of  every  human  being  to  sufficient  food  to  sustain  life. 
Every  citizen  of  the  United  States  of  America,  the  wealthiest  nation  on  the  face 
of  the  earth,  has  this  basic  right  to  a  nutritionally  adequate  diet. 

This  is  a  right  which  has  frequently  been  acknowledged  in  Catholic  social 
teaching  in  the  past,  and  has  been  reiterated  in  more  recent  statements  of  Pope 
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of  mere  survival  is  climbing  out  of  the  reach  of  many  citizens.  As  a  consequence, 
the  need  for  services  from  both  the  public  and  private  sector  increases  daily.  Last 
year,  the  religious  community  through  the  Interfaith  Conference  of  Metropolitan 
Washington  joined  with  others  in  the  city  to  open  a  food  bank,  to  distribute  food 
to  those  whose  resources  were  exhausted.  In  less  than  nine  months,  over  one-half 
million  pounds  of  food  have  been  distributed,  and  the  demand  continues  to  rise. 
In  this  city  during  the  past  two  years,  requests  for  meals  at  soup  kitchens  and 
similar  emergency  meal  sites  have  more  than  doubled.  In  nearby  Montgomery 
County,  one  of  the  richest  in  the  nation,  the  local  community  ministry  has  seen 
a  79%  increase  in  applications  for  their  emergency  grants  over  the  past 
twelve  months.  These  grants  are  used  almost  exclusively  to  buy  food  and  medicine. 
Community  Ministries  anticipates  a  similar  rise  in  1981.  These  rising  cries  for 
help  come  before  any  of  the  projected  budget  cuts  are  implemented.  Times  are 
already  hard — and  it  is  cruel  to  expect  those  at  the  lowest  income  levels  to  bear 
more  than  they  already  have.  A  call  to  tighten  one's  belt  is  an  exercise  in  futility 
when  directed  to  someone  who  cannot  afford  a  belt. 

It  has  been  suggested  that  fraud  and  abuse  in  such  programs  as  Food  Stamps 
wastes  an  unacceptable  amount  of  our  tax  dollars.  Errors  do  understandably 
occur;  the  Food  Stamp  Program  is  run  by  human  beings  for  human  beings,  with 
all  of  the  fallability  which  that  implies.  However,  the  statistics  available  do  not 
appear  to  substantiate  the  claim  of  a  high  deliberate  fraud  rate.  In  the  state  of 
Maryland  last  year,  for  example,  141,000  households  received  food  stamps.  A 
total  of  68  cases  of  suspected  fraud  were  deemed  worthy  of  full  investigation. 
These  investigations  led  to  one  (1)  conviction  for  fraud  in  1980.2  Hardly  a  clear 
indictment  of  the  program  and  those  whom  it  serves. 

What  impact  will  these  proposed  cuts  have  on  this  particular  urban  area? 
The  figures  are  becoming  apparent.  I  offer  four  examples. 

The  $4.3  million  dollars  which  now  come  into  the  District  of  Columbia  in  food 
stamps  each  month  will  go  down,  so  that  less  money  will  go  into  the  local  food 
stores  and  the  economy,  and  jobs  will  be  lost.  The  local  unemployment  rate  is 
already  above  8  percent. 

Should  this  Congress  enact  a  so-called  Supplication  of  Benefits  change  involving 
school  lunch,  the  households  of  over  48,000  children  in  this  city  will  have  their 
food  stamps  reduced. 

Thanks  to  combined  city-community-religious  cooperation  over  the  past  year, 
a  badly-needed  WIC  Supplemental  Food  Program  is  about  to  be  inauguerated  in 
Washington  to  help  the  estimated  20,000  pregnant  and  lactating  women,  infants 
and  children  who  need  extra  food.  Any  cuts  at  all  in  the  WIC  budget  will  jeopard- 
ize the  lives  and  health  of  those  most  vulnerable  residents  who  are  already  at  risk. 

Two  of  our  small  Episocopal  parishes  in  nearby  Maryland,  one  urban  and  one 
rural,  extend  a  summer  ministry  to  the  children  of  their  very  neighborhoods. 
Thanks  to  a  recognition  by  the  federal  government  that  children  are  hungry  year- 
round,  the  Summer  Food  Program  operates  in  both  places,  and  these  youngsters 
can  eat  as  well  as  learn  and  play  together  every  day.  If  the  Summer  Food  Program 
is  eliminated  as  proposed  by  President  Reagan,  the  learning  and  the  playing  will  be 
harder  to  do  with  empty  stomachs.  There  are  no  nearby  agencies  to  pick  up  the 
slack. 

However,  statistics  are  easy  to  brush  aside;  we  sometimes  forget  that  each 
number  stands  for  a  human  being  who  is  already  poor,  but  who  is  nonetheless 

grecious  in  the  sight  of  God.  Last  week,  one  of  my  parishioners  sat  next  to  a 
Baltimore  woman  whose  sole  income  is  $326  a  month  for  her  family  of  four; 
by  anyone's  definition,  she  is  one  of  the  "truly  needy".  A  Congressional  aide  had 
just  assured  her  that  the  new  Administration's  proposed  cuts  would  not  affect 
her  food  stamp  allotment  since  she  is  so  poor.  But  this  woman  has  three  sons  who 
receive  free  lunches  at  their  school,  and  should  this  Congress  change  the  Food 
Stamp  Program  to  count  school  lunch  benefits  as  income  in  determining  food  stamp 
benefits,  her  monthly  food  stamp  allotment  will  probably  drop  by  as  much  as 
one-sixth.  And  she  has  no  other  money  to  spend  on  food;  her  rent  is  $225,  and 
utilities  eat  up  the  rest  of  her  cheque.  This  is  but  one  example  of  the  fallacy  that 
these  proposed  program  cuts  will  not  harm  the  poorest  of  the  poor.  The  fact  is 
that  they  will. 

Over  the  course  of  these  hearings,  you  will  no  doubt  hear  the  same  statistics 
quoted  over  and  over,  you  will  be  presented  with  the  same  research  findings  show- 
ing improved  health  and  virtual  elimination  of  outright  starvation  thanks  to 
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food  programs  in  this  country,  you  will  be  urged  again  and  again  not  to  balance 
the  budget  on  the  backs  of  the  poor — until  it  all  becomes  like  a  time-worn  refrain. 
But  it  all  needs  to  be  repeated — it  must  be  repeated — so  that  none  of  us  forget 
why  we  are  here.  While  one  of  the  least  of  our  people  goes  hungry,  we  all  suffer 
from  that  same  hunger.  When  one  small  child  dies  from  lack  of  food,  a  bit  of  each 
of  us  dies  too.  As  a  community,  we  have  the  power  and  the  resources  to  ensure  that 
none  of  our  brothers  and  sisters  go  hungry.  I  urge  you  to  reconsider  making  any 
cuts  at  all  in  these  programs  which  nourish  hungry  men,  women  and  children. 
Instead,  I  would  call  on  you  to  increase  the  resources  of  this  nation  which  are 
available  to  the  poor  and  the  helpless,  so  that  they  too  may  find  it  possible  to  lead 
healthy  and  productive  lives.  It  is  cost-effective,  it  is  possible,  and  it  is  just. 
Thank  you. 

Statement  of  Mary  Nelson,  Lutheran  Council  in  the  U.S.A. 

My  name  is  Mary  Nelson.  I  am  Director  of  the  Lutheran  Family  Mission  and 
Bethel  Housing  in  Chicago.  I  welcome  this  opportunity  to  testify  on  reauthor- 
ization of  the  food  stamp  program.  This  testimony  is  being  presented  on  behalf 
of  three  member  church  bodies  of  the  Lutheran  Council: 

The  American  Lutheran  Church,  headquartered  in  Minneapolis,  Minnesota, 
composed  of  4,800  congregations  having  approximately  2.4  million  U.S.  members; 

The  Lutheran  Church  in  America,  headquartered  in  New  York,  New  York, 
composed  of  6,100  congregations  having  approximately  3  million  members  in  the 
U.S.  and  Canada;  and 

The  Association  of  Evangelical  Lutheran  Churches,  headquartered  in  St. 
Louis,  Missouri,  composed  of  270  congregations  having  approximately  110,000 
U.S.  members. 

These  Lutheran  church  bodies  asked  me  to  represent  them  today  because  the 
agencies  I  direct  represent  some  of  America's  poor.  My  work  brings  me  into  contact 
with  people  who  comb  rubbish  barrels  for  left-over  food  at  the  end  of  the  month 
when  their  food  stamp  allotments  are  no  longer  sufficient.  For  many,  food  stamps 
at  today's  levels  are  inadequate  to  satisfy  basic  nutritional  needs.  For  this  reason, 
the  Lutheran  churches  object  to  the  severe  cuts  to  the  food  stamp  program  pro- 
posed by  the  Reagan  Administration. 

Part  of  the  church's  interaction  with  government  is  its  advocacy  for  the  rights 
of  all  people.  We  appear  here  today  through  a  governmental  process  that  allows 
for  the  voices  of  individuals  and  groups  with  a  special  interest  in  pending  legisla- 
tion. However,  quite  apart  from  what  President  Reagan  has  predicted  will  be 
the  cries  of  "selfish  interests"  objecting  to  individual  cuts  in  his  massive  plan 
for  the  reduction  of  government  spending,  our  special  interest  is  the  health  and 
welfare  of  other  people.  There  are  people  in  this  country  who  will  suffer  severe 
cutbacks  in  their  health  and  general  welfare  because  of  proposed  cuts,  not  just 
in  food  stamps,  but  in  the  whole  range  of  social  programs  that  benefit  the  same 
population — the  nation's  poor. 

America  unwillingly  had  its  eyes  opened  to  the  severity  of  its  hunger  and 
malnutrition  problem  as  a  result  of  a  fact-finding  tour  of  several  depressed 
American  communities  sponsored  by  the  Field  Foundation.  I  am  sure  you  are 
aware  of  the  initial  investigation  in  1967  made  by  a  team  of  doctors  who  found  a 
high  incidence  of  malnutrition  and  out-right  starvation,  especially  among  children 
and  the  elderly,  in  the  Mississippi  delta,  the  Bronx,  the  coal  fields  of  Appalachian 
and  in  swampy  coastal  South  Carolina.  Ten  years  later  Field  Foundation  doctors 
returned  to  the  same  impoverished  areas  and  found  that,  through  the  creation 
and  development  of  federal  feeding  programs,  including  food  stamps,  the  nu- 
tritional component  of  Head  Start,  school  lunch  and  school  breakfast,  and  the 
WIC  program,  enormous  progress  was  made  in  providing  hungry  Americans  with 
an  adequate  diet.  Although  the  general  conditions  of  poverty,  poor  housing  and 
marginal  health  and  education  services  still  exist  in  the  same  impoverished  areas, 
people  now  have  access  to  food.  There  are  fewer  apathetic  children  who  show 
signs  of  malnutrition.  While  Field  Foundation  doctors  verified  that  hunger  in 
America  has  been  reduced,  they  also  emphasized  that  federal  feeding  of  the  poor 
does  not  go  far  enough.  Programs  have  only  scratched  the  surface  of  nutritional 
needs. 

Congress  acknowledged  that  the  right  to  food  is  basic  to  human  survival 
through  passage  of  the  Right  to  Food  Resolution  in  1976.  Bolstered  by  the 
success  of  federal  feeding  efforts  as  documented  by  the  Field  Foundation,  Con- 
gress in  1977  revised  the  food  stamp  program  and  declared  as  its  intent  "...  to 


79-755    0-81-22 


Digitized  by 


Google 


7      334 

mental  feeding  program,  Medicaid,  unemployment  compensatlbn,  AFDC,  low 
income  housing  programs — will  be  devasating  to  people  whose  incomes  are  already 
too  meager  to  deal  with  today's  economy.  It  is  also  unrealistic  to  project  that 
this  segment  of  the  population  can  benefit  from  proposed  cuts  in  personal  taxes. 
Their  incomes  are  simply  too  low. 

Responding  to  projected  cuts  to  the  food  stamp  program,  we  object  particularly 
to  the  following: 

1.  reducing  benefits  to  families  whose  school  age  children  may  receive  free  school 
lunches — Projected  savings:  $600  million — Families  affected  by  this  cut  already 
qualify  as  very  poor  for  their  children  to  receive  free  meals  at  school.  Cutting 
their  food  stamp  allotment  by  up  to  $11.50  per  month  per  school-age  child  would 
nutritionally  affect  the  whole  family. 

2.  setting  the  gross  income  level  at  130  percent  of  the  poverty  line  for  eligibility — 
Projected  savings:  $273  million — Current  food  stamp  eligibility  is  based  on  net 
income  at  the  poverty  line.  The  Reagan  proposal  would  set  gross  income  eligibility 
at  130  percent  of  the  poverty  line,  eliminating  one  million  food  stamp  recipients. 
This  proposal  hurts  the  working  poor,  who  with  some  government  assistance  now 
received,  are  able  to  rise  out  of  poverty  into  permanent  productivity. 

3.  freezing  deductions  at  current  levels — Projected  savings:  $130  million — The 
purpose  of  the  deductions  is  to  more  accurately  measure  household  income  avail- 
able for  the  purchase  of  food.  This  would  place  an  unrelieved  burden  on  recipients 
as  their  available  dollars  are  claimed  by  the  rising  costs  of  other  necessities, 
especially  shelter  and  energy. 

4.  retrospective  income  accounting — No  savings;  addition  to  the  budget  of  $22.5 
million  in  administrative  costs.  Eligibility  would  be  determined  by  using  a  person's 
income  figure  at  least  one  month  prior  to  application  for  food  stamps.  The  admin- 
istration's intention  is  to  keep  the  short  term  unemployed  from  food  stamp 
benefits.  But  an  example  of  what  the  change  would  do  is  to  make  a  laid-off 
worker  and  his  family  wait  at  least  one  month  before  receiving  government 
food  support. 

I  conclude  by  emphasing  that  poor  people  are  struggling  today.  They  are  the 
hardest  hit  by  inflation.  The  earning  power  of  those  who  work  is  inadequate  to 
boost  their  standard  of  living  to  keep  pace  with  today's  costs.  The  fixed  incomes 
of  those  who  are  not  working  make  them  especially  vulnerable  to  inflation.  Al- 
though is  it  the  administration's  intent  to  revive  the  economy  and  repair  the 
damage  that  has  caused  inflation  and  all  its  side  effects,  we  ask  you  to  reassess  who 
is  going  to  suffer  the  most  from  the  Reagan  economic  revival  prescription.  Food 
stamp  levels  today  are  barely  sufficient  for  many  recipients  to  eat  and  feed  their 
families  an  adequately  nutritional  diet.  Cutting  benefits  will  not  only  remove  needy 
people  from  the  program  and  reduce  the  food  buying  power  of  those  who  are  still 
eligible,  but  it  could  return  our  bountiful  nation  to  the  embarrassing  levels  of  mal- 
nutrition discovered  in  the  1960's. 

Statement  of  the  Reverend  Richard  Wood,  Representing  the  Illinois 
Consortium  on  Governmental  Concerns 

My  name  is  Richard  Wood  and  I  am  the  Director  of  the  Illinois  Consortium  on 
Governmental  Concerns,  a  coalition  of  21  regional  religious  groups  in  Illinois.  We 
are  affiliated  with  the  Illinois  Conference  of  Churches.  These  Illinois  religious 
groups  are  a  part  of  national  bodies  which  share  a  common  tradition  of  concern  and 
action  in  behalf  of  the  poor  and  dispossessed.  I  come  before  you  today  representing 
the  Governmental  Concerns  Consortium  and  religious  colleges  across  the  state 
who  have  shared  their  concerns  with  me  as  they  are  involved  in  the  direct  service 
poverty  programs  of  the  church,  particularly  the  emergency  food  programs  of  their 
congregations  and  cooperative  inter-faith  organizations. 

We  call  on  you  to  support  full  funding  for  the  Food  Stamp  Program.  We  call  for 
full  funding  for  many  of  the  same  reasons  that  have  been  or  will  be  articulated  by 
other  religious  groups,  by  anti-poverty  advocates,  by  civic  groups,  by  food  and 
nutrition  organizations  and  others.  But  there  is  an  additional  reason  for  our  calling 
upon  you  to  fully  support  the  Food  Stamp  Program,  an  argument  that  strikes  at 
the  very  heart  of  the  responsibilities  you  have  assumed  as  our  nation's  elected 
officials. 

There  seems  to  be  an  assumption  here  in  Washington  that  the  federal  govern- 
ment can  cut  back  on  its  programs  because  the  private  sector  is  quite  capable  of 
moving  in,  filling  the  void,  assuming  the  responsibilities  that  have  been  abdicated, 
in  an  effective  and  comprehensive  way.  When  it  comes  to  poverty  and  feeding 
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hungry  people,  along  with  charities  the  private  sector  most  often  is  the  religious 
community — the  people  who  worship  in  synogogues  and  churches  and  who  support 
their  religious  programs.  And  so  before  you  abdicate  or  reduce  the  level  of  federal 
responsibility  for  the  Food  Stamp  Program,  we  call  upon  you  to  first  assess  the 
capabilities  of  the  private  sector,  to  determine  if  indeed  it  can  fill  the  void  you 
leave  behind. 

I  come  to  you  from  poverty's  private  sector  in  Illinois  to  describe  the  present 
status  of  the  church's  food  programs  and  to  share  with  you  an  assessment  of 
our  ability  to  respond  in  the  future.  At  the  outset  I  tell  you  that  Washington's 
abdication  assumption  does  not  work  when  it  comes  to  hunger  and  poverty  in 
Illinois.  If  you  do  not  fulfill  your  responsibilities  for  the  poor  and  hungry  of  our 
state,  the  consequences  will  be  devastating  to  our  state  where  one  out  of  every 
ten  citizens  must  receive  food  stamps  to  support  an  adequate  diet. 

I  talked  with  a  clergy  collegue  of  mine  with  the  Church  Federation  of  Chicago 
the  other  day.  Fifty-three  church  food  pantries  have  been  reporting  food  dis- 
tribution statistics  to  him  during  1980  and  1981.  The  figures  he  has  received  are 
astounding.  During  1980,  fifty-three  church  pantries  were  able  to  distribute 
food  to  115,000  people.  But  they  had  to  turn  away  an  additional  9,000  persons 
because  the  pantries  ran  out  of  food.  In  January  1981,  these  pantries  served 
11,300  people,  but  again  they  ran  out  of  food  and  over  1,000  persons  were  turned 
away. 

A  fellow  pastor  in  Rockford,  Illinois  tells  me  the  future  ability  of  their  food 
pantries  to  meet  the  need  is  sobering.  He  told  me  that  in  January  1981  their 
cooperative  city-wide  pantry  served  900  persons,  which  may  not  seem  large 
when  compared  to  Chicago  but  it  is  the  greatest  demand  for  food  they  have  ever 
faced.  He  tells  me  that  if  the  Chrysler  corporation  goes  under,  a  major  employer 
in  the  Rockford  area,  a  food  future  that  is  now  sobering  becomes  a  future  that 
is  frightening. 

Further  south  in  Illinois,  the  co-ordinator  of  the  Catholic  Urban  Program 
for  the  Diocese  of  Belleville  says  that  the  demand  for  food  began  accelerating 
last  summer  and  that  now  they  simply  cannot  keep  up  with  the  demand.  The  co- 
ordinator calls  the  present  situation  frightening.  And  he  says  the  people  they 
are  serving  now  not  only  come  from  East  St.  Louis  but  for  the  first  time  from 
neighboring  communities  which  have  depressed  economies.  He  asked  me  what 
happens  when  people's  unemployment  compensation  starts  to  run  out.  He  speaks 
with  a  sense  of  panic,  a  feeling  supported  by  his  urgan  program  statistics  which 
show  that  the  demand  for  food  from  households  grew  by  41  percent  in  1980  over 
the  previous  year. 

In  my  own  community  of  Springfield,  Illinois,  I  am  a  part  of  a  congregation 
that  has  a  food  pantry.  We  provide  only  3  days  worth  of  food  for  a  family  usually 
coming  to  our  program  on  referral  from  the  Department  of  Public  Aid  or  the 
Department  of  Children  and  Family  Services.  The  increase  in  the  number  of 
families  that  we  have  served  is  phenomenal.  In  1980,  six  months  had  to  pass 
before  we  had  served  200  families.  In  1981,  we  had  served  that  number  of  families 
in  the  first  two  months  of  the  year. 

In  Chicago,  in  Rockford,  in  St.  Clair  County  and  in  Springfield  as  the  food 
demand  increases  our  capabilities  to  respond  decreases.  We  are  finding  fewer 
people  in  our  congregations  who  are  financially  able  to  stock  the  shelves  because 
they  too  are  facing  the  "economic  crunch".  We  are  also  finding  that  our  food 
program  dollars  are  buying  fewer  groceries  than  a  year  ago.  Therefore,  even 
with  the  present  Food  Stamp  Program,  the  religious  community,  the  private 
sector  is  losing  ground  and  cannot  keep  pace.  In  1980,  the  number  of  persons 
receiving  food  stamps  in  Illinois  increased  by  over  96,000.  If  you  cut  the  program 
back,  and  I  am  told  there  are  proposals  to  reduce  benefits  to  Illinois  citizens  by 
$70  million  dollars,  which  is  equal  to  the  costs  of  two  months  of  the  program, 
there  is  no  way  that  the  synogogues,  congregations  and  parishes  in  Illinois  can 
make  up  the  difference — nor  should  they! 

We  have  entrusted  our  government  with  the  responsibility  for  upholding  our 
basic  human  rights.  We  have  come  to  affirm  that  one  of  the  rights  basic  to  us  all 
is  the  right  to  food.  When  the  economic  instability  of  our  nation  creates  hunger 
and  poverty,  then  it  becomes  the  responsibility  of  government  to  make  certain 
that  the  food  needs  of  its  people  are  met.  The  federal  government  cannot  expect 
the  leligious  community  to  bear  full  responsibility  for  the  consequences  of  a 
post-industrial  society,  while  government  does  little  or  nothing.  In  behalf  of  the 
well-being  of  our  society,  the  responsibility  is  yours. 
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We  call  on  you  to  fully  accept  this  responsibility.  A  nation  and  a  society  1 
doe*  not  recognise  the  needs  ot  its  people  suffers  as  a  result.  We  are  all  demea 
by  such  insenaitivity.  We  call  on  you  to  fully  support  the  Food  Stamp  Program 
because  of  what  it  means  for  poor  people,  and  because  of  what  it  says  about  all 
of  US. 

Thank  you. 

Statement  oy  Nancy  AjntDfcX,  Dntacroa,  Food  Raaa^acH  ajto  Acnosr  Cmsrrmm. 
and  Delton  PoNDaa,  HATnxsauaG,  Mraamairri 

Mr.  Chairman,  member*  of  the  Committee,  I  want  to  thank  you  for  the  oppor- 
tunity to  appear  today  a*  you  consider  your  budget  recommendations  for  the 
f  ederal  f  <*A  assistance  programs  With  me  today  is  Mr.  Deltou  Ponder  of  Hatties- 
burg,  Mississippi,  who  represents  the  many  families  dependent  on  food  assistance 
and  who  will  be  directly  affected  by  the  proposals  before  you. 

Because  we  understand  the  limitations  on  the  Committee's  time  today,  our 
statements  will  be  brief,  but  we  would  be  grateful  if  additional  material  could  be 
submitted  for  the  record. 

1  would  like  to  use  my  time  with  you  today  to  discuss  three  things:  first,  the 
people  using  food  stamps;  second,  something  about  five  of  the  proposals  that 
have  been  made  to  reduce  the  benefits  to  those  dependent  on  food  stamps  as  well 
as  who  may  use  them ;  and  third,  some  more  general  observations  about  the  inter- 
play between  the  various  assistance  programs,  particularly  the  child  nutrition 
programs,  Mr.  Ponder  will  then  speak  from  his  own  experience  to  illustrate  for 
you  how  some  of  these  proposals  will  work  with  respect  to  needy  families. 

WHO  USES  FOOD  STAMPS 

Much  has  t>een  said  in  recent  months  about  the  growth  of  the  food  stamp 
program  and  in  the  numbers  who  now  rely  on  it  in  order  to  feed  themselves  and 
their  families.  The  short  explanation  for  the  program's  growth  is  that  it  works. 
The  food  stamp  program  is  designed  to  help  those  who  have  so  little  available  to 
spend  for  food  that  they  need  help  in  order  to  have  "more  nutritionally  adequate 
met*,"  and  in  particular,  it  is  designed  to  provide  assistance  to  low-income  house- 
holds in  times  of  high  unemployment  and  rising  food  prices. 

With  high  national  unemployment  rates,  and  even  higher  unemployment 
rates  in  areas  of  economic  depression,  the  food  stamp  program  has  grown  in 
direct  response  to  growing  needs.  With  every  1  percent  increase  in  unemployment, 
the  food  stamp  program  tends  to  grow  by  roughly  1-1.3  million  people.  The 
households  brought  Into  the  program  by  continuing  high  rates  of  unemployment 
join  those  who  are  not  expected  to  work  but  who  depend  upon  the  program  be- 
cause their  ability  to  support  themselves  is  curtailed  due  to  old  age,  disability, 
or  the  presence  in  the  home  of  people  who  require  care:  e.g.  very  young  children, 
the  retarded,  the  handicapped,  perhaps  a  frail  spouse. 

A  profile  of  those  using  the  program  thus  reveals  that  food  stamps  users  are: 
(1)  predominantly  very  young,  very  old,  disabled,  or  looking  after  these  groups 
(nearly  80  percent) ;  (2)  people  who  work  but  earn  such  low  wages  that  they 
need  food  stamps  to  supplement  their  incomes  (about  21  percent  of  all  food 
stamp  households  have  some  earned  income;  11  percent  of  household  heads 
work  full  time) ;  (3)  more  heavily  than  in  the  population  as  a  whole  a  group  that 
Includes  elderly  and  disabled  members  (34  percent). 

Thoy  are  very  poor.  Average  household  (not  individual)  income  of  people 
using  food  stamps  is  about  $300  a  month.  Nearly  90  percent  have  gross  incomes 
below  the  poverty  line  ($589  a  month  for  a  family  with  three  members).  Less 
than  3  percent  have  gross  incomes  above  $750  a  month  and  almost  all  of  these 
are  families  with  four  or  more  members.  Only  one-half  of  1  percent  (0.5  percent) 
have  gross  incomes  over  $10,000.  Over  half  do  not  even  own  a  car  or  other  ve- 
hicle. 

Those  who  do  have  gross  incomes  above  the  poverty  line  tend  to  be  people 
with  low-paying  jobs  and  expenses  that  relate  directly  to  their  holding  those 
jobs,  and  people  with  unusually  high  medical  or  utility  bills — often  elderly  in- 
dividuals and  people  living  in  the  high-utility  cost  states  of  the  northeast  and 
midwest. 
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FOR   PURPOSES   OP   MONET   AVAILABLE   POR   FOOD,    ALL   FOOD   STAMP   USERS   HAVE 
INCOMES  BELOW  THE   POVERTY  LINE 

Finally,  because  there  is  so  much  misunderstanding  on  the  matter,  it  is  im- 
portant to  bear  in  mind  that  only  about  two-tenths  of  1  percent  of  all  food  stamp 
users  are  students,  and  they  must  be  not  only  poor  and  students,  but  either 
over  60,  or  disabled,  or  working,  or  responsible  for  the  care  of  dependents  as 
well.  Overall,  the  majority  of  adults  on  food  stamps  are  either  working,  or  unable 
to  work  because  they  are  too  old,  too  disabled,  or  responsible  for  someone  else 
that  needs  their  care. 

How  would  they  be  affected  by  proposed  budget  cuts? 

It  has  been  proposed  that  $600  million  in  program  costs  could  be  eliminated 
if  the  food  stamps  were  to  be  reduced  in  those  households  that  contain  a  school- 
age  child  getting  a  lunch  at  school.  For  example,  a  recipient  family  in  Okla- 
homa that  I  know  is  headed  by  a  father  who  lost  his  business  after  years  of  de- 
teriorating health.  He  is  no  longer  able  to  work  and  has  recently  been  hospitalized 
again.  His  wife  had  an  accident  which  left  her  with  a  broken  back,  a  disabled 
leg,  and  a  glass  disk  in  her  spine.  They  receive  about  $450  a  month  on  welfare 
to  support  their  family  of  six.  With  high  utility  bills  this  year,  they  find  that 
they  have  only  $43  a  month  left  to  meet  all  of  their  expenses  after  paying  their 
rent  and  utilities  each  month.  They  also  get  $252  in  food  stamps,  or  about  $1.40 
for  each  of  them  each  day.  In  theory,  their  food  stamp  allotment  assumes  that 
some  of  their  welfare  income  is  available  for  food;  in  practice,  it  is  not.  They 
stand  to  lose  $48  each  month  in  food  stamps  under  this  proposal,  which  would 
bring  their  daily  food  stamp  allotment  down  to  just  about  $1.00  (other  proposals 
before  you  would  bring  their  allotment  down  even  farther). 

This  family  is  not  entitled  to  the  maximum  food  stamp  allotment  because  they 
have  some  income,  even  though  their  combined  income  in  welfare  and  food  stamps 
leaves  them  substantially  below  the  poverty  line.  Yet  even  if  they  did  get  the 
maximum  in  food  stamps,  about  $2.00  daily  for  each  person,  the  U.S.  Department 
of  Agriculture  acknowledges  that  they  would  not  have  enough  for  a  nutritionally 
adequate  diet.  For  them,  the  school  lunch  program  does  not  duplicate  money 
already  in  their  budgets  for  adequate  food.  With  $48.00  a  month  less  in  food 
stamps  this  family — which  already  resorts  to  eating  popcorn  and  drinking  water 
to  fill  their  stomachs — will  be  at  serious  nutritional  risk.  Popcorn  and  water  don't 
add  up  to  an  adequate  diet. 

Another  of  the  proposals  before  you  would  leave  everyone  in  the  food  stamp 
program  worse  off,  no  matter  how  needy.  That  is  the  proposal  for  repeal  of  last 
year's  amendment  to  bring  food  stamps  a  bit  more  current  with  actual  grocery 
stoie  prices,  for  a  reduction  of  $423  million.  When  food  stamp  allotments  were 
raised  this  past  January  for  the  only  time  in  a  year,  that  update  was  based  on  last 
September's  focd  prices.  So  the  update  made  food  stamps  about  three  months  out 
of  synch  with  real  prices,  it  did  not  bring  them  up-to-date.  Since  January,  food 
stamp  users  have  been  slipping  farther  and  farther  behind  real  prices,  because 
until  next  January  they  will  continue  to  have  food  stamps  based  on  September, 
1980  grccery  store  prices.  That  means  they  do  not  even  get  as  much  as  they  are 
theoretically  supposed  to  get,  namely  the  value  of  the  inadequate  "Thrifty  Food 
Plan."  Last  Spring  the  Congress  acknowledged  this  discrepancy  and  agreed  that  it 
would  be  more  fair  and  more  consistent  with  the  law  (which  bases  food  stamp 
benefits  on  the  Thrifty  Food  Plan)  to  use  December  prices  when  food  stamps  are 
updated  in  January  of  1982.  If  that  amendment  is  repealed,  an  elderly  or  disabled 
person  living  en  SSI  and  food  stamps  will  lose  about  $7  a  month  in  food  stamps. 
Families  with  children  will  lose  even  more. 

A  third  proposal  would  limit  food  stamps  to  only  those  families  and  individuals 
whose  gross  incomes  fall  below  130  percent  of  the  poverty  line,  in  effect  repealing 
the  concept  of  net  income  for  food  buying  purposes  that  has  always  been  in  the 
law.  As  you  will  recall  from  the  figures  cited  earlier,  this  will  not  affect  the  majority 
of  recipients  who  already  have  lower-than-poverty  incomes.  However,  it  will 
cause  about  1  million  people  to  lose  their  food  stamps  entirely,  and  they  are  per- 
haps not  who  one  might  expect.  For  the  most  part,  those  affected  by  setting  gross 
income  limits  at  130  percent  of  the  poverty  line  are  the  sick  elderly,  those  who 
need  food  stamps  to  supplement  very  low  wages,  and  those  who  happen  to  live  in 
areas  of  the  country  where  fuel  bills  aie  exceptionally  high. 

The  explanation  for  thi?  is  simple.  Food  stamps  are  intended  for  people  with  too 
little  money  to  provide  adequate  food  for  themselves  without  help.  Congress  has 
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recognized  that  money  tied  up  for  other  unavoidable  expenses,  like  meeting  the 
medical  needs  of  the  elderly,  is  money  not  available  for  food.  So,  there  is  a  medical 
deduction  permitted  for  people  over  60,  or  who  qualify  as  disabled  under  SSI 
or  Social  Security.  Currently  they  must  pay  the  first  $35.00  each  month  in  medical 
bills,  and  amounts  over  tnat  may  be  deducted  when  their  food  stamp  eligibility 
is  being  determined.  Someone  who  is  old  and  very  sick  may  have  "paper"  or 
"gross  income  above  the  poverty  line,  but  no  more  money  for  food  than  someone 
else  who  is  equally  old  but  in  better  health.  Lowering  gross  eligibility  to  130 
percent  of  the  poverty  line  will  work  a  special  hardship  on  people  like  these,  who 
are  now  permitted  deductions  because  of  their  special  circumstances. 

The  other  large  group  that  will  be  affected  by  this  proposal  are  individuals  who 
work  at  very  low  paying  jobs.  Like  the  elderly  with  high  medical  expenses,  the 
Congress  has  recognized  that  money  tied  up  in  transportation,  taxes,  and  the 
other  costs  associated  with  going  to  work  is  money  that  is  not  available  for  food. 
The  Congress  has  long  wished  to  encourage  people  to  accept  low  paying  jobs,  and 
the  deductions  peimitted  in  the  food  stamp  program  foi  costs  associated  with 
work  are  a  tangible  reflection  of  chat  desire.  So,  just  as  in  the  case  of  the  sick 
elderly,  there  will  be  working  people  with  "paper  incomes"  higher  than  the  poverty 
line  who  will  lose  their  eligibility  for  food  stamps  as  a  result  ot  this  proposal. 

The  last  group  most  likely  to  be  affected  are  those  with  high  utility  and  shelter 
bills,  or  child  care  costs.  The  program  permits  certain  recipients  to  deduct  up  to  a 
maximum  amount  to  reflect  three  kinds  of  expenses:  child  care,  excessively  high 
rents,  high  utility  bills.  In  urban  areas  generally,  but  particularly  in  the  northern 
tier,  a  combination  of  rent  and  utilities  can  easily  exceed  the  permitted  amount, 
even  without  child  care  costs.  A  gross  income  limit  of  130%  will  take  food  assist- 
ance from  all  those  whose  limited  income  is  tied  up  in  rising  energy  costs. 

In  general,  those  whose  only  source  of  income  is  welfare  may  find  their  food 
stamps  reduced  as  a  result  of  this  proposal,  but  they  will  not  be  made  ineligible. 
Those  who  are  trying  to  work  or  are  too  old  or  disabled  to  work  will  be  made 
ineligible. 

Two  closely  related  proposals  may  also  affect  many  of  these  same  people.  $100 
million  is  earmarked  for  savings  by  "freezing"  the  value  of  the  deductions  now 
permitted.  Since  fuel  and  shelter  costs  will  continue  to  rise,  in  effect  this  means 
that  all  recipients,  including  the  poorest,  will  suffer  a  real  loss  in  benefits  as  the 
calculation  of  food  stamp  benefits  fails  to  adequately  consider  increases  in  non- 
food expenses.  This  means  poor  people  in  states  with  high  shelter  costs  will  nave 
less  to  eat. 

Many  of  those  who  take  low-paying  jobs  also  run  the  risk  associated  with  jobs 
which  are  not  generally  long-term  or  stable.  Low  paying  jobs  often  do  not  last 
very  long.  Yet  still  another  proposal  would  penalize  all  those  individuals  whose 
economic  circumstances  change  suddenly  or  often.  A  family  that  loses  its  home  to 
fire,  a  family  struck  by  the  sudden  illness  of  a  wage-earner,  a  worker  whose  job 
falls  victim  to  recession — all  would  be  penalized  by  the  proposal  to  make  retro- 
spective budgeting  mandatory. 

What  is  the  combined  effect  of  these  proposals 

I  have  only  touched  on  a  few  of  the  many  proposals  advanced  for  reducing  food 
stamp  program  costs.  All  of  them  will  adversely  affect  people  with  marginal 
incomes  and  troubled  lives.  But  there  is  a  more  general  point  that  needs  to  be  made, 
and  that  concerns  the  relationship  among  the  various  proposals. 

Over  the  years  food  stamp  recipients  have  remained  a  popular  political  target. 
The  very  fact  that  they  must  use  food  stamps  in  order  to  feed  themselves  and  their 
families  makes  them  visible  and  that  much  more  vulnerable.  I  know  a  woman  in 
Minnesota  who  does  the  shopping  for  some  elderly  food  stamp  recipients  who  are 
members  of  her  Church.  She  is  their  "authorized  representative"  when  she  shops 
for  them  with  their  food  stamps.  She  says  there  is  nothing  she  hates  more  than  the 
stares  and  comments  directed  at  her  when  she  performs  this  Christian  deed.  And, 
if  she  adds  to  their  food  stamps  with  a  contribution  from  her  own  funds  in  order  to 
take  advantage  of  a  sale,  or  to  make  it  possible  for  them  to  have  some  meat,  she 
hears  even  more  comment  from  other  shoppers. 

I  assume  that  is  at  least  one  part  of  the  explanation  for  the  severity  of  the 
budget  cuts  directed  at  the  federal  food  programs.  The  food  stamp  program  alone 
is  slated  for  a  roughly  15  percent  reduction,  on  top  of  the  $600  million  taken  just 
last  year,  and  the  amendments  in  the  last  three  years  out  of  four  to  limit  reduced 
by  more  than  one  of  these  proposals.  In  addition,  some  of  these  same  families  will 
be  affected  by  the  more  than  30  percent  reduction  in  the  Special  Supplemental 
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Program  for  Women,  Infants  and  Children  (WIC),  and  elimination  of  some  of  the 
child  nutrition  programs. 

For  some  individuals  and  families,  food  assistance  represents  the  only  help 
available.  For  example,  poor  families  with  two  parents  are  ineligible  for  welfare 
or  medicaid  in  over  half  the  states;  food  stamps  and  school  meals  may  be  the  only 
help  they  get.  For  them,  reducing  both  food  stamps  and  child  nutrition  will  be 
devastating.  Mr.  Ponder's  family  is  a  case  in  point.  But  I  also  know  a  couple  in 
Ohio,  both  of  whom  are  in  their  late  fifties.  The  husband  lost  his  job  to  the  reces- 
sion, after  37  years  (except  for  layoffs)  of  work  at  the  same  factory.  The  factory  is 
closed,  not  just  temporarily  laying  workers  off,  and  the  businesses  that  supplied 
the  factory  are  cutting  back  or  closing  down  as  well;  there  is  no  place  nearby  to 
pick  up  work.  In  the  past  he  did  odd  jobs  during  layoffs,  but  now  nis  entire  area  is 
depressed,  and  such  jobs  as  there  are  tend  to  go  to  the  younger  workers.  His  wife 
has  trouble  walking  and  uses  an  aluminum  walker.  They  get  food  stamps  and 
nothing  else.  They  are  too  young  for  social  security,  neither  is  technically  disabled, 
and  they  do  not  have  children.  It  will  be  years  before  one  of  them  can  qualify  for 
even  reduced  social  security  benefits.  Until  then,  they  face  the  prospect  of  having 
no  income  but  food  stamps,  and  those  are  being  reduced. 

For  those  who  are  eligible  for  a  combination  of  welfare  and  food  stamps  the 
loss  in  family  well-being  will  be  dramatic  in  the  face  of  combined  cuts  in  food 
stamps,  school  lunch,  welfare,  and  medicaid.  And  many  of  these  families  are  like 
those  I've  mentioned :  already  living  far  below  the  poverty  line,  with  disabled  or 
underearning  but  fully  employed  adults.  I've  come  to  personally  know  many  of 
them  through  participation  in  the  National  Anti-Hunger  Coalition.  They  are 
facing  a  future  of  rapidly  rising  food,  medical,  and  fuel  bills,  on  incomes  that  do 
not  begin  to  keep  pace.  Many  of  their  states  have  already  cut  back  welfare 
(several  states  have  recently  dropped  welfare  coverage  of  two-parent  poor  families, 
and/or  reduced  cash  benefits  to  those  remaining  on  welfare).  The  deliberations  in 
those  states,  incidentally,  often  assume  that  food  stamps  would  be  available  to 
make  up  some  of  the  loss  in  cash  benefits. 

Poor  families  are  being  hit  from  all  sides.  State  and  local  resources  are  becoming 
more  strained;  the  neighborhoods  in  which  they  live  are  becoming  more  anxious* 
their  daily  lives  becoming  more  tenuous.  A  5  or  10  percent  reduction  in  food 
benefits  will  translate  for  some  into  a  comparable  reduction  in  total  household 
income.  That  makes  each  of  these  decisions  more  poig  lant  and  more  critical.  We 
would  hope  that  those  members  of  this  Committee  who  were  in  the  Congress 
ten  or  more  years  ago  will  think  back  to  the  testimony  given  by  medical  and 
other  professionals  of  conditions  before  the  food  stamp  and  child  nutrition  pro- 
grams developed  into  what  they  are  today.  They  have  made  such  an  important, 
positive  difference  in  so  many  people's  lives,  it  would  be  a  tragic  mistake  to  turn 
back  the  clock  in  the  face  of  wnat  we  know  about  the  consequences. 


Statement  of  Reagan  V.  Brown,  Texas  Commissioner  of  Agriculture 

NATIONAL   PRIORITIES   TO   ASSURE   FOOD    FOR   TOMORROW 

Thank  you.  Chairman  Helms,  and  members  of  the  Senate  Committee  on 
Agriculture,  Nutrition  and  Forestry,  for  the  opportunity  to  testify  today. 

I  come  today  as  the  Commissioner  of  Agriculture  of  Texas,  the  nation's  second- 
ranking  agricultural  producer,  and  the  fourth  largest  agricultural  exporter. 
I  am  the  incoming  president  of  the  Southern  United  States  Trade  Association, 
and  one  of  the  50  commissioners  who  make  up  the  National  Association  of  State 
Departments  of  Agriculture. 

I  also  appear  today  as  a  concerned  individual,  with  over  30  years  of  close 
involvement  in  agriculture.  I  am  concerned  about  the  growing  demands  being 
put  upon  agriculture,  and  worried  that  one  of  this  country's  greatest  remaining 
strengths  is  slowly  grinding  down. 

I  am  neither  an  alarmist,  nor  a  pessimist.  Quite  the  opposite.  I  am  an  optimist 
who  believes  in  the  inherent  strength  of  our  system.  But  I  am  realistic  enough 
to  know  that  our  agricultural  machine  cannot  continue  to  function  indefinitely 
without  proper  maintenance. 

A  variety  of  pressures  and  influences  are  causing  major,  dramatic  changes  in 
farming  in  the  United  States.  Many  of  the  changes  occurring  today  represent 
progress,  but  there  also  are  many  troubling  signs,  which  I  feel  threaten  to  come 
to  a  head  in  the  very  near  future. 
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Our  grace  period  is  running  out;  I  believe  that  we  have  no  more  than  10  jean 
before  any  one  of  today's  problems  becomes  tomorrow's  crisis. 

We  have  identified  the  most  pressing  problems  of  agriculture  time  and  again. 
Year  after  year,  we  have  held  farm  summits  and  national  agricultural  conferences, 
and  we  have  examined  the  structure  of  agriculture  to  the  "  nth"  degree.  But  we 
must  now  ask  ourselves  what  has  resulted  from  all  of  this?  The  studies,  the 
meetings  and  the  plans  must  now  be  translated  into  action.  A  national  set  of 
priorities  must  be  established  to  help  us  achieve  our  long-range  goal  of  a  healthy 
agriculture  industry,  for  the  sake  of  every  American,  present  and  future. 

I  am  in  constant  contact  with  all  segments  of  the  agriculture  industry,  and 
I  have  found  that  there  is  a  general  agreement  on  what  constitutes  the  most 
serious  threats  at  the  present  time.  I  therefore  offer  the  following  10-point  plan 
to  strengthen  and  maintain  agriculture,  in  order  to  safeguard  our  vital  food 
supplies,  now  and  in  the  future. 

1.  Profit  for  farmers — First  and  foremost  among  all  the  needs  of  agriculture 
at  the  present  time  is  profit.  Farmers  and  ranchers  are  undergoing  serious  finan- 
cial hardship,  and  the  outlook  for  improvement  is  far  from  encouraging.  The 
family  farm  as  we  know  it  is  in  very  real  danger,  and  the  decline  in  the  number 
of  farms  remains  unchecked. 

Of  course,  most  farmers  agree  that  it  is  not  the  federal  government's  place 
to  guarantee  a  profit  for  agriculture.  But  we  must  not  overlook  the  value  of  using 
the  existing  commodity  loan  program  to  smooth  the  drastic  swings  in  the  agri- 
cultural economy. 

I  urge  that  loan  prices  be  set  at  levels  which  would  cover  the  true  cost  of  pro- 
duction, plus  a  fair  and  equitable  profit.  This  is  one  of  the  most  effective,  "painless" 
ways  that  government  can  work  in  partnership  with  the  private  agriculture 
industry  for  the  benefit  of  all  Americans.  The  farmer  borrows  against  his  own 
crop,  and  must  pay  back  the  borrowed  amount,  plus  interest,  when  market 
prices  rise  to  specified  levels. 

This  proposal  should  become  a  part  of  the  next  farm  bill.  Without  profit, 
agriculture  cannot  continue  to  survive.  And  without  agriculture,  the  heart  of 
America  stops  beating. 

2.  Protection  from  natural  disaster — For  years,  it  has  been  realised  that  all 
citizens  have  a  vital  stake  in  the  nation's  agricultural  production.  Therefore,  it 
is  appropriate  that  consumers  share  with  producers  the  risk  from  unforeseen 
natural  disasters.  This  situation  has  not  changed — today,  the  huge  investment 
required  to  farm  or  ranch  makes  it  absolutely  essential  that  a  producer  be  assured 
of  either  a  crop  or  a  check  at  the  end  of  each  year  if  he  is  to  stay  in  business. 

The  federal  crop  insurance  program  can  complement  current  disaster  programs, 
but  it  cannot  take  the  place  of  them  completely.  Consideration  should  be  given  to 
increasing  the  amount  that  the  federal  government  contributes  toward  the  insur- 
ance premium,  as  well  as  leaving  in  place  disaster  assistance  programs  for  certain 
crops  and  livestock.  Financing  for  agriculture  could  be  seriously  crippled  in  some 
areas  if  disaster  programs  are  phased  out,  and  farmers  are  locked  out  of  the  crop 
insurance  program  because  of  prohibitive  premiums. 

Agriculture  in  no  way  apologizes  for  asking  every  American  to  share  in  its 
inherent  risks,  since  each  of  us  shares  in  the  bounty. 

3.  Water  for  agriculture — We  must  cease  studying  and  immediately  take  action 
on  the  serious  water  shortages  now  developing  in  Texas  and  other  states.  In  many 
areas  where  irrigation  has  become  vital  to  production,  underground  water  tables 
are  dropping  at  frightening  rates,  despite  extensive  conservation  efforts.  Declining 
water  tables  in  major  agricultural  states  threaten  to  force  millions  of  irrigated 
acres  back  to  dryland  production  by  the  year  2000. 

With  the  cost  of  fuel  needed  to  pump  this  underground  water  becoming  exces- 
sive, 1  feel  that  a  crisis  situation  could  develop  much  earlier — perhaps  within 
this  decade. 

Studies  have  demonstrated  the  feasibility  of  importing  water  into  deficit  areas, 
whether  by  canal,  pipeline,  or  other  efficient  means.  Water  importation  plans 
must  be  given  priority  status.  Aggressive  programs  must  also  be  instituted  to 
develop  reservoirs  and  other  above-ground  facilities,  and  to  expand  water  con- 
servation research. 

Many  states  affected  by  last  summer's  drought  suffered  30  to  40  percent  losses 
in  farm  production.  This  underscores  the  precarious  nature  of  our  water  situation 
as  never  before. 

4.  Energy  to  produce — Energy  is  one  of  the  most  basic  requirements  of  the 
modern  American  agriculture  industry.  Even  though  actual  agricultural  produc- 
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tion  accounts  for  only  3  percent  of  the  nation's  annual  energy  consumption,  it  is 
the  major  force  that  allows  each  U.S.  farmer  to  feed  himself  and  56  other  persons. 

It  is  vital  that  we  proceed  rapidly  with  the  development  of  all  feasible  sources 
of  alternate  energy,  and  give  priority  status  to  breaking  our  dependence  on  fossil 
fuels,  particularly  imported  petroleum. 

Fortunately,  part  of  the  answer  to  our  energy  dilemma  lies  within  the  agriculture 
industry  itself.  With  the  passage  of  the  Synthetic  Fuel  Bill,  the  United  States  has 
made  a  significant  commitment  to  synthetic  liquid  fuels,  particularly  ethanol 
produced  from  biomass. 

Many  states  now  provide  major  incentives  to  the  production  of  alternate  fuels. 
In  addition,  we  are  on  the  verge  of  important  technological  breakthroughs  to 
allow  the  use  of  feedstocks  other  than  grain  in  the  production  of  fuel  alcohol.  It  is 
my  feeling  that  cutbacks  in  research  and  development  in  this  field  at  the  federal 
level  could  rob  this  country  of  vast  potential  supplies  of  alternate  energy  in  the 
future. 

5.  The  battle  against  insects — We  must  decide  once  and  for  all  whether  we  want 
to  win  the  battle  against  destructive  and  costly  crop  and  livestock  pests.  At  the 
present  time,  I  feel  that  we  are  in  a  holding  pattern,  and  that  the  insects  are 
gaining  ground. 

This  does  not  mean  that  I  am  advocating  all-out  chemical  warfare  on  insects. 
My  philosophy  is  just  the  opposite.  In  fact,  an  integrated  boll  weevil  control 
program  administered  by  the  Texas  Department  of  Agriculture  has  resulted  in 
an  83-percent  decrease  in  the  amount  of  insecticide  used  against  this  damaging 
pest  on  the  High  Plains  of  Texas. 

What  I  am  asking  is  continued  and  expanded  support  of  research  and  develop- 
ment in  all  aspects  of  pest  control.  At  the  same  time,  we  must  clarify  our  national 
policy  in  this  area  to  allow  us  to  mobilize  all  safe,  effective  control  methods  when 
our  vital  agricultural  resources  are  threatened. 

Successful  cooperative  programs  between  producers  and  government  have 
proven  to  be  very  cost  efficient,  and  should  be  continued. 

6.  Agricultural  exports — Any  long-range  food  and  fiber  policy  for  this  nation 
must  include  provisions  for  the  orderly,  effective  development  of  our  foreign 
agricultural  markets. 

There  are  certain  areas  in  which  the  federal  government  properly  should  act  in 
partnership  with  state  government  and  private  industry.  Maintaining  and  ex- 
panding our  export  markets  is  one  of  the  very  best  examples.  By  pooling  manpower 
and  financial  resources,  we  can  accomplish  much  more  together  than  we  can 
separately. 

The  examples  of  successful  cooperative  trade  promotion  are  numerous,  especially 
those  sponsored  by  regional  organizations  of  state  departments  of  argiculture.  For 
10  years,  the  Southern  United  States  Trade  Association  has  organized  annual 
trade  shows  in  New  Orleans  which  have  generated  tremendous  numbers  of  new 
sales.  In  addition,  the  member  states  of  the  National  Association  of  State  Depart- 
ments of  Agriculture  are  currently  exploring  the  possiblity  of  a  major  international 
trade  show  to  open  up  export  possibilities  for  small  and  medium-size  firms  who  are 
usually  unable  to  explore  these  markets. 

One  very  important  role  of  the  federal  government  is  in  representing  the 
agriculture  industry  overseas  through  foreign  agricultural  attaches.  This  role 
should  be  expanded  and  improved,  especially  in  major  importing  countries  such  as 
Japan,  China,  Mexico,  West  Germany,  and  Korea.  World  competition  today  is 
fierce.  Our  image  overseas  must  always  be  first  rate,  and  we  must  never  attempt  to 
market  our  commodities  using  anything  less  than  a  high  quality  presentation. 

7.  Agricultural  labor — An  adequate  and  dependable  labor  force  must  certainly 
be  included  as  a  national  priority  for  agriculture.  This  is  a  sensitive  issue,  but  one 
which  we  must  face  squarely. 

Today,  undocumented  workers  make  up  a  large  percentage  of  the  work  force  of 
agriculture  in  many  regions.  In  fact,  without  such  a  force,  it  is  likely  that  many 
agricultural  commodities  could  not  even  be  produced.  This  is  neither  a  statement 
of  right  nor  wrong,  but  a  simple  statement  of  fact. 

We  also  know  that  migrant  labor  is  a  dying  institution — the  younger  generation 
simply  will  not  accept  this  life  style.  This  leads  us  inevitably  to  a  choice. 

One,  we  can  develop  an  equitable  system  to  document  alien  workers  for  seasonal 
or  year-round  work  in  this  country.  Or,  we  can  develop  alternate  agricultural 
production  methods — such  as  expanded  use  of  greenhouses — which  provide  a 
demand  for  year-round  labor  in  a  single  location. 

Both  would  lead  to  a  more  acceptable  social  and  economic  situation  for  employer 
and  employee. 
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8.  Soil  conservation  and  preservation — The  loss  or  depletion  of  this  country's 
vital  farmland  resources  has  not  received  a  great  deal  of  attention  in  the  past. 
However,  any  plan  for  the  future  must  certainly  include  provisions  for  preserving 
and  enhancing  this  most  basic,  and  precious,  resource. 

Single  cropping,  and  the  use  of  heavy  equipment  and  greater  amounts  of 
fertilizers  have  contributed  to  the  severe  problem  of  soil  compaction  in  many 
areas  of  our  nation — the  annual  economic  impact  has  been  estimated  at  over 
3  billion  dollars.  Combined  with  wind  and  water  erosion,  salt  buildup,  and  other 
factors,  the  impact  on  our  croplands  is  severe,  and  impossible  to  ignore. 

The  focus  on  soil  building  that  once  was  such  an  important  part  of  our  farm 
program  has  been  diminished.  Federal  policy  must  again  encourage  the  expanded 
use  of  legumes,  cover  crops,  and  other  soil  building  measures,  to  insure  tne  con- 
tinuation of  our  productive  ability. 

9.  Programs  designed  to  assist  farmers — Are  we  rapidly  approaching  the  time 
when  we  will  have  more  people  assisting  farmers  than  there  are  farmers?  As  it 
stands  today  there  is  a  maze  of  people,  programs,  and  agencies  to  help  farmers. 
In  many  instances  there  is  no  coordination,  and  many  tunes  conflicting  advice. 
Last  summer  in  Texas  the  severity  of  the  drought  was  exceeded  only  by  the 
farmers1  confusion  about  where  to  go  for  loans  and  what  to  do. 

Often  the  producer  is  faced  with  a  number  of  alternatives  when  he  needs  only 
one  clear,  concise  answer.  This  situation  is  counter-productive. 

For  as  our  finances  become  more  limited,  we  must  look  at  each  government- 
funded  agricultural  program  and  ask  these  chilling  questions.  Are  public  funds 
being  expended  to  enhance  this  nation's  food  supply  and  do  they  address  the 
problems  that  threaten  the  very  life  blood  of  this  nation?  Does  a  program  answer 
the  question  of  production  problems,  marketing  problems  and  is  it  necessary? 
We  must  improve  the  coordination  of  these  programs,  so  that  if  one  does  not 
meet  this  goal,  it  will  be  replaced  by  a  program  which  does.  Ajs  one  prunes  a 
fruit  tree  for  dead  wood,  then  the  Congress  should  eliminate  obsolete  programs 
so  new  growth  will  bear  fruit. 

10.  Marketing  strategies  for  the  future — My  final  point  concerns  the  basic 
philosophies  and  attitudes  governing  our  role  as  the  world's  greatest  agricultural 
power. 

From  this  day  on,  we  must  begin  to  bargain  and  trade  from  a  position  df  strength. 
In  the  next  20  years,  the  four-and-a-half  billion  people  who  now  occupy  this 
planet  will  grow  to  six  billion.  It  is  likely  that  our  food  and  fiber  will  become 
more  valuable  than  petroleum,  and  will  constitute  our  greatest  diplomatic  tool. 
The  hungry  nations  of  the  world  will  increasingly  cast  their  eyes  to  America 
for  their  basic  agricultural  needs,  and  we  must  not  allow  hunger  to  exist  when  it 
is  in  our  power  to  prevent  it. 

Our  potential  customers,  however,  may  include  nations  which  are  not  our 
allies.  If  we  choose  to  deal  with  these  countries,  we  must  ensure  that  the  price 
they  pay  for  our  farm  commodities  is  a  price  that  more  than  adequately  com- 
pensates us  for  the  product.  We  must  strive  never  again  to  allow  a  bushel  of 
wheat  or  a  pound  of  corn  to  leave  our  shores  at  less  than  the  cost  of  production — 
including  an  allowance  for  depletion  of  our  soil,  water  and  mineral  resources, 
and  a  fair  profit  for  the  producer. 

If  this  requires  that  separate  price  structures  be  set  for  domestic  and  export 
products,  then  so  be  it.  Tnis  is  certainly  not  unheard  of  in  other  countries. 

Basically,  these  are  the  10  areas  which  I  feel  form  the  most  critical  issues  in 
agriculture  in  the  coming  decades. 

But  one  of  our  greatest  tasks  in  the  years  ahead  will  be  to  explain  to  the  97 
percent  of  our  population  who  do  not  farm  why  the  other  three  percent  is  so 
important.  If  we  are  to  achieve  real  progress  toward  building  a  long-range  policy 
for  agriculture,  it  will  have  to  be  with  the  understanding  and  support  of  the 
majority  of  our  urban  citizens  and  legislators.  In  the  days  ahead,  debate  will 
continue  on  what  we  call  the  "farm  bill."  But  it  is  not  simply  a  farm  bill,  but  a 
food  bill.  It  is  a  piece  of  legislation  which  touches  the  lives  of  every  citizen  of  this 
country,  and  many  others  throughout  the  world. 

It  does  not  require  a  crystal  ball  to  see  that  agriculture  is  becoming  more  of  a 
mainstay  to  our  country's  security  than  ever  before.  We  cannot  afford  to  gamble 
with  America's  future.  That  is  why  we  must  address  our  agricultural  needs  now.  .  . 
before  food  lines  form  .  .  .  before  our  natural  resources  dwindle  further  .  .  . 
before  vast  acreages  become  barren  for  lack  of  water. 

These  situations  do  not  exist  today,  and  they  may  not  exist  tomorrow.  But 
as  Henry  David  Thoreau  observed  during  his  travels,  "We  could  not  correctly 
judge  distances  while  on  the  mountain,  but  greatly  exaggerated  them.  .  ." 

Today,  we  stand  at  the  peak  of  the  mountain.  Let  us  not  misjudge  the  need 
for  action,  and  let  us  not  exaggerate  the  time  we  have  left  to  act. 
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Statement  op  William  H.  Shaker,  Executive  Vice  President,  National 
Tax  Limitation  Committee 

Mr.  Chairman,  I  am  William  H.  Shaker,  Executive  Vice  President  of  the  500,000 
member  National  Tax  Limitation  Committee.  We  wish  to  thank  the  Senate  Agri- 
cultural Committee  for  inviting  us  to  participate  in  these  hearings. 

The  original  1981  budget  projected  the  cost  of  the  food  stamp  program  at 
10.3  billion  dollars.  The  Administration  is  proposing  cuts  of  2,304  billion  dollars 
(source,  fiscal  year  1982  Budget  revisions).  We  support  this  level  of  cut — because 
we  support  the  entire  Administration  package  of  spending  cuts.  We  believe  it 
essential  that  the  integrity  of  the  entire  package  be  maintained. 

Columnist  Mike  Royko  echoes  a  feeling  that  runs  throughout  the  land  when  he 
writes:  "I  can't  quarrel  with  cutting  the  food  stamp  program  when  one  of  my 
closest  friends — a  person  who  can  usually  be  counted  on  to  say  the  liberal  thing — 
grinds  her  teeth  every  time  she  goes  food  shopping  and  sees  someone  using  food 
stamps  to  pay  for  frozen  lobster,  while  she  has  been  carefully  selecting  the  cheapest 
cuts  of  meat.  Should  one  out  of  every  10  people  really  be  drawing  food  stamps, 
paid  for  by  people  who  are  working  hard  and  barely  making  ends  meet  themselves? 

A  recent  poll  of  our  members — by  57  percent-— demands  as  their  high  priority 
that  the  food  stamp  program  either  be  eliminated  or  significantly  reduced  in 
costs.  For  starters,  it  is  imperative  that  the  waste  and  fraud  inherent  in  the 
program  be  eliminated  immediately. 

These  feelings  should  not  be  misinterpreted — our  members  are  not  mean- 
spirited.  But  all  problems  in  society  need  not  be  necessarily  solved  by  the  institu- 
tion of  the  federal  government.  The  federal  government  has,  to  a  large  extent, 
preempted  the  charitable  functions  of  society.  The  federal  government — because 
of  its  large  and  impersonal  size — is  not  the  most  effective  institution  to  provide 
this  function  in  all  cases. 

By  the  same  token,  the  Administration  is  correct  in  that  a  safety  net  should  be 
provided  by  the  federal  government  until  such  time  that  other  institutions  in 
society  develop  to  fill  the  gap. 

Some  wealth  transfer  programs  run  by  the  federal  government  are  simply 
duplicative. 

A  large  number  of  NTLC  members  are  also  Union  members — blue  collar 
workers  who  carry  lunch  buckets  to  work.  One  of  their  biggest  complaints  involves 
the  hot  school  lunch  program  that  they  pay  for  with  their  tax  dollars.  These 
blue  collar  workers  simply  don't  understand  why  kids  can't  carry  their  lunch  to 
school  in  lunch  pails  or  brown  bags  like  they  do. 

Far  less  controversial  than  eliminating  either  the  food  stamp  or  lunch  program 
would  be  to  eliminate  the  overlap  that  presently  exists  between  the  two. 

The  Congressional  Budget  Office  has  estimated  that  43  percent  of  the  house- 
holds in  the  food  stamp  program  also  participate  in  the  school  lunch  program. 
The  Congressional  Budget  Office  study  concluded  that  we  are  subsidizing  four 
meals  a  day  for  6.8  million  children.  Former  welfare  consultant  and  recently 
appointed  Presidential  Assistant  for  Policy  Development,  Robert  Carleson,  sug- 
gests, "making  food  stamps  an  offset  against  welfare  grants  whose  basic  values 
have  been  determined  to  be  adequate."  In  any  case,  eliminating  the  duplication 
would  save  600  million  dollars  annually. 

One  of  the  old  movie  classics,  "Mr.  Deeds  Goes  To  Town,"  has  as  its  hero  a 
young  man  who  visualizes  two  different  rowboats.  He  asks:  If  I  see  two  men  in 
rowboats,  should  I  help  the  one  whose  boat  is  sinking  or  the  one  who  is  simply 
tired  of  rowing? 

In  a  way,  as  a  society  we  face  this  same  choice  today.  We  can  try  to  do  both — 
Mr.  Deeds  could  have,  too.  But  his  resources  would  have  run  out  more  quickly, 
and  so  will  ours,  if  we  do  not  spend  with  more  care  for  what  we  as  a  society  most 
need. 

Nine  months  ago,  our  committee  commissioned  a  study,  with  an  eye  toward 
developing  a  methodology  for  identifying  excessive  government  spending.  We 
released  this  study  in  book  form,  Meeting  America's  Economic  Crisis:  A  "Road 
Map"  to  Emergency  Federal  Spending  Reductions,  on  February  15th.  Glenn  Pascall, 
recently  appointed  Director  of  Revenue  for  the  States  of  Washington,  was  project 
director.  He  was  assisted  by  NTLC  president,  Lewis  K.  Uhler:  NTLC  Executive 
Vice  President.  William  H.  Shaker;  William  Niskanen,  UCLA;  and  Wm.  Craig 
Stubblebine,  Claremont  Colleges.  The  study  drew  from  the  expertise  of  some  fifty 
people  from  government,  academia,  business,  as  well  as  private  institutions  that 
monitor  government  activity. 

Writing  in  the  foreword  to  Meeting  America's  Economic  Crisis,  David  Stockman 
said,  "(The  authors  of  the  NTLC  study)  have  some  realistic  advice  for  those  whose 
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programs  will  be  cut  as  well  as  for  those  who  must  do  the  cutting.  The  special 
interests  can  ignore  the  present  economic  situtation  and  the  voters1  mandate  of 
last  November.  They  can  continue  as  part  of  the  problem — lobbying  for  things  as 
they've  been.  Or  they  can  contribute  to  the  solution  by  carefully  examining  their 
areas  of  expertise  and  making  constructive  suggestions  to  he'p  trim  the  size  and 
scope  of  government.  I  most  enthusiastically  recommend  this  study  to  anyone 
interested  in  confronting  the  problem  of  run  away  government  spending." 

We  request  that  the  sections  directly  concerning  the  food  stamp  program  be 
made  a  part  of  the  record  (Expenditure  Control  Numbers  61,  62,  64,  and  65). 

CRITERIA 

Our  study  developed  a  neutral  set  of  criteria  by  which  to  judge  programs.  We 
tried  to  apply  these  criteria,  without  prejudice,  across  the  whole  budget.  The  more 
of  these  criteria  a  program  or  group  of  programs  violate,  the  greater  the  need  for  a 
careful  review  of  that  program.  With  the  help  of  a  matrix  based  upon  these  criteria, 
we  identified  83  specific  expenditure  control  opportunities  in  all  areas  of  the 
budget. 

We  felt  that  use  of  such  across-the-board  criteria  represented  a  practicable  and 
fair  methodology  of  budget  control.  For  the  same  reason,  we  feel  that  the  suggested 
cuts  must  remain  in  a  package.  We  think  Congress  should  use  these  or  similar 
criteria  in  assessing  budget  cuts;  but  it  should  surely  not  attempt  to  apply  any 
standard  for  all  programs  without  a  commitment  to  defend  it,  entire,  against  those 
pressures  from  special  interests  and  emotional  appeals  which  will  inevitably  arise 
in  opposition.  Exemptions,  if  once  permitted,  will  leave  a  policy  of  intended  cuts  in 
shambles.  Making  one  group  bear  the  burdens  of  austerity  cannot  be  justified. 
Successful  cuts  must  observe  the  principle  of  fairness;  they  must  apply  uniform 
standards  across  the  board. 

The  criteria  used  in  our  study  are:  1.  tendency  toward  fraud  and  abuse;  2. 
tendency  toward  error,  inefficiency,  and  waste;  3.  duplication  and/or  lack  of 
coordination  with  other  programs;  4.  failure  to  satisfy  cost  benefit  tests;  5.  un- 
justified expansion  in  benefit  eligibility;  6.  absence  of  a  uniform  national  benefit;  7. 
impractical  or  unattainable  goals;  and  8.  program  better  performed  by  state,  local, 
or  private  agencies. 

FOOD  STAMP  ELIGIBILITY 

Several  parts  of  the  food  stamp  program  fail  to  satisfy  some  or  all  of  the  first 
five  criteria. 

The  first  and  most  dramatic  aspect  of  the  food  stamp  program  is  its  site.  In 
March  of  last  year  21.7  million  Americans  participated  in  the  program — up  from 
15.3  million  in  October,  1979.  According  to  the  CBO,  the  food  stamp  program  has 
grown  from  1,350  percent  between  1970  and  1980.  Almost  one  of  every  ten  Ameri- 
cans received  food  stamps  (and  this  figure  does  not  include  those  who,  while 
technically  eligible,  did  not  for  one  reason  or  another  actually  collect  them). 
Part  of  the  reason  for  the  sharp  increase  is  that  net  rather  than  gross  income  deter- 
mines eligibility.  The  law  excludes  so  many  items  from  gross  income  that  the 
Administration  has  suggested  applying  an  upward  limit  for  eligibility  of  180 
percent  of  the  poverty  line.  Our  study  proposes  that  Congress  could  further 
tighten  eligibility  here,  without  hurting  the  truly  needy,  by  placing  the  limit  at 
the  poverty  level  plus  a  flat  15  percent  allowance  for  work-related  activities. 
The  GAO  has  also  recommended  taking  into  account  factors  such  as  regional 
variation,  family  size,  age,  and  sex  in  determining  food  stamp  allotment  without 
having  a  single  standard  allotment  for  all  categories. 

FOOD  STAMP  PURCHASE  REQUIREMENT 

In  1977,  Congress  eliminated  the  food  stamp  purchase  requirement.  This  now 
appears  as  another  contributing  factor  in  the  sharp  increase  in  caseloads  and  costs. 
(The  purchase  requirement  did  not  apply  to  the  very  poor  even  before  its  elimina- 
tion.) In  practice,  the  elimination  of  that  requirement  has  resulted  in  many  more 
marginal  participants,  because  many  people  needlessly  but  profitably  take  ad- 
vantage oi  their  eligibility.  Not  only  does  having  to  pay  even  a  small  sum  provide 
a  deterrent  for  those  who  can't  resist  a  "free  lunch,"  but  as  former  Congresswoman 
Leonor  Sullivan,  an  early  advocate  of  the  food  stamp  program,  said,  everyone 
should  at  least  pay  something  for  food  stamps  so  that  they  are  considered  some- 
thing you  buy.  "Anything  handed  over  free  .  .  .  whether  it  be  food  stamps  or 
anything  else,  invites  cheating  and  abuse."  Certainly  it  might  be  argued  that 
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many  of  those  who  really  need  food  stamps  would  rather  pay  a  small  sum  for  their 
food  than  receive  it  as  what  Congresswoman  Sullivan  describes  as  a  "mysterious 
gift."  In  addition  to  any  such  psychological  benefits,  restoring  the  purchase 
requirement  would  save  an  estimated  $800  million  a  year. 

FRAUD 

One  other  serious  problem  which  unfortunately  besets  the  food  stamp  and 
many  other  government  programs  is  fraud.  A  1977  GAO  audit  found  $500  million 
lost  each  year  through  food  stamp  errors,  misrepresentation,  and  fraud.  In  some 
poor  areas,  food  stamps  have  become  an  alternative  currency.  One  suggested 
senate  bill  (2376)  "would  require  photo-identification  cards  for  recipients,  counter- 
signed warrants,  a  national  application  crosschecked  for  duplicate  benefits,  and  a 
standardized  earnings  clearance  system."  Certainly  some  combination  of  greater 
security  and  simpler  eligibility  standards  (such  as  a  figure  based  on  gross  rather 
than  net  income)  would  help  to  reduce  the  completely  unacceptable  degree  of 
fraud  now  present  in  the  system.  Supporters  of  Senate  Bill  2376  claim  it  would 
save  an  estimated  $138  million  a  year. 

The  total  estimated  savings  from  all  these  recommendations  equal  $2,238 
billion.  The  original  calculations  were  for  fiscal  year  1981,  although  that  total 
plus  inflation  (where  applicable)  should  apply  to  the  fiscal  year  1982  budget 
as  well. 

The  Committee  will  probably  have  noticed  that  there  are  considerable  similar- 
ities between  the  Administration's  suggested  cuts  and  ours,  although  we  suggest 
some  cuts  they  do  not  and  vice  versa.  We  certainly  do  not  oppose  any  of  their 
recommendations  (pro-rating  the  first  month's  benefits  seems  especially  reason- 
able), although  we  do  urge  the  Committee  to  consider  some  cuts  in  addition  to 
those  the  Administration  suggested,  especially  in  the  area  of  tighter  income  limits 
for  eligibility. 

THE  POVERTY  LINE 

Few  will  argue  that  society  must  help  the  truly  needy — but  it  is  important 
that  this  committee  as  well  as  the  Administration  give  some  thought  as  to  who 
the  truly  needy  are.  The  poor,  according  to  the  U.S.  Government's  definition  of 
poverty,  you  will  always  have  with  you. 

We  continue  to  hear  that  we  still  have  as  large  a  percentage  of  people  in  poverty 
today  as  we  had  at  some  specific  time  in  the  past.  This  is  clearly  true  because 
poverty  continues  to  be  defined  as  the  low  end  of  the  bell  distribution  curve. 

In  1941,  the  poverty  level  for  a  family  of  four  was  $836  or  $5,595  in  1980  dollars. 
Yet  the  Department  of  Labor  statistics  defines  the  poverty  line  in  1980  as  $8,410. 
Furthermore,  the  U.S.  Department  of  Labor  statistics  defines  the  minimal  low 
standard  of  living  for  1980  as  $13,918. 

Those  in  the  minimal  low  standard  of  living  in  1980  would  have  been  in  rela- 
tively good  shape  economically  in  1941. 

CONCLUSION 

The  choices  this  Committee  and  others  throughout  the  Congress  will  face  over 
the  next  few  weeks  will  test  our  character  and  our  wisdom.  That  we  are  under- 
going a  period  of  some  economic  difficulty  few  doubt.  But  the  solution  for  those 
difficulties  has  been  the  occasion  of  much  debate.  The  President  has  proposed  a 
package  of  spending  cuts.  They  seem  to  NTLC  to  follow  the  principle  of  fairness 
and  to  cut  according  to  specific  criteria.  The  American  people  believe  these  cuts 
represent  a  good  faith  effort  to  address  our  problems.  Congress  can  unify  our 
country  over  a  serious  attempt  to  cure  our  economic  ills  and  contain  our  ever- 
expanding  government. 

But  for  this  to  happen,  each  Congressional  committee  must  avoid  overpro- 
tecting  the  programs  within  its  purview.  We  are  confident  that  you  will  speak 
out  against  any  proposal  the  consequences  of  which  you  deem  to  be  disastrous. 
But  if  a  given  cut  exposes  you  to  the  pressures  of  passions  and  politics,  now  is 
the  time  for  character  and  wisdom.  The  need  for  character  is  obvious.  While 
wisdom  is  required  to  understand  that  we  must  take  risks  to  escape  our  economic 
troubles;  that  successful  opposition  will  not  only  lead  to  an  increase  in  the  scale 
of  government  but  also  eliminate  our  chances  for  unification  in  opposing  those 
troubles;  and  finally  that  some  of  those  who  are  tired  of  rowing  will  naturally 
gripe  if  we  quit  helping  them  row. 
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But  we  must  remember  through  all  this  the  alternative  of  a  decaying  economy 
unable  to  save  even  our  drowning  citizens.  We  need  responsible  cuts  now  to 
enable  us  to  meet  our  responsibilities  in  the  future. 


Statement  or  the  American  Dietetic  Association 

The  American  Dietetic  Association  (ADA)  endorses  the  $3.1  billion  bodget 
cut  proposed  in  the  Food  Stamp  Program  by  the  Reagan  Administration  in  Ha 
March  10, 1982  Budget  Revisions. 

Limited  studies  that  are  available  on  the  Food  Stamp  Program  suggest  that 
the  major  nutritional  objection  of  this  program  has,  at  best,  been  only  partially 
achieved.  One  major  reason  may  be  the  lack  of  nutrition  eduction  as  a  component 
of  the  Food  Stamp  Program.  Studies  have  shown  that  Food  Stamp  recipients  do 
not  use  their  added  purchasing  power  to  buy  more  nutritious  foods;  thus,  the 
effectiveness  of  this  program  is  questionable. 

The  ADA  recommends  that  the  efficacy  of  eliminating  overlapping  School 
Lunch  and  Food  Stamp  benefits  be  investigated.  Because  Food  Stamp  benefits 
would  need  to  be  prorated  for  each  school-age  child  over  the  school  year  (about 
165  days),  the  ADA  questions  whether  the  administrative  costs  might  not  be 
higher  than  the  projected  $600  million  savings. 


Statement  or  American  Federation  or  State,  County  and  Municipal 

Employees 

The  American  Federation  of  State,  County  and  Municipal  Employees 
(AFSCME)  appreciates  the  opportunity  to  submit  our  views  and  recommenda- 
tions on  the  reduction  proposals  by  the  administration  on  the  food  stamp  pro- 
gram. 

Many  of  the  more  than  one  million  AFSCME  members  have  worked  in  this 
program  as  caseworkers,  supervisors,  and  support  staff  since  its  inception  in 
1064.  In  addition,  some  of  our  members  are  compelled,  because  of  their  low 
salaries  as  public  employees,  to  rely  on  its  benefits  in  order  to  meet  the  minimal 
needs  of  their  families.  Both  as  providers  of  services,  and,  to  some  degree,  as  con- 
sumers,  we  have  been  intimately  involved  with  this  program  and  the  many 
changes  that  have  been  worked  upon  it  over  the  years. 

We  have  supported  it  steadfastly  because  we  regard  it  as  a  major  shield 
against  hunger  and  malnutrition.  Those  of  our  members  who  determine  and  re- 
determine food  stamp  program  eligibility  can  attest  to  this  fact  by  the  dramatic 
and  poignant  experiences  they  encounter  each  day  in  interfacing  with  im- 
poverished Americans  who  are  caught  in  a  net  of  economic  deprivation.  They 
sense  and  feel  the  difference  that  the  program  means  for  millions  of  American 
children  and  adults  between  eating  reasonably  well  and  not  having  enough  food 
to  sustain  a  minimal  level  of  health  and  nutrition.  They  are  correct  in  their 
judgment  that  the  vast  majority  of  the  participants  in  the  program  are  deserv- 
ing of  continued  assistance ;  that  they  will  suffer  serious  harm  if  their  program 
benefits  are  reduced,  or  worse  still,  eliminated. 

Twenty-two  million  Americans  are  participating  today  in  the  program  at  an 
annual  Federal  cost  of  approximately  $11  billion. 

Who  are  they?  What  are  their  characteristics,  Nearly  twelve  million  are  chil- 
dren under  17.  Over  two  million  are  elderly  or  disabled  persons.  About  half  are 
recipients  of  public  assistance.  More  than  three  million  are  single  parents  with 
children. 

They  have  very  low  incomes.  The  average  annual  gross  income  is  about  $3,900 
for  a  food  stamp  household.  They  have  few  assets.  Three-fifths  of  recipient  house- 
holds have  no  liquid  assets  at  all.  They  live  in  every  State.  In  Septmeber  1960 : 
Nearly  one  million  lived  in  New  England  states.  Six  million  lived  in  mid-Atlantic 
states.  Five  million  in  the  Southeast  states.  Three  million  in  the  Midwest  states. 
Two  million  in  the  Southwest  states.  One  million  in  the  Mountain  Plains  states. 
Two  million  in  the  Western  states.  Nearly  two  million  in  Puerto  Rico. 

Food  stamp  benefit  levels  (the  amount  of  free  food  stamps  recipients  receive) 
are  based  on  the  "Thrifty  Food  Plan."  This  is  the  lowest  priced  of  the  Depart- 
ment of  Agriculture's  four  family  food  plans.  Department  of  Agriculture  surveys 
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have  found  that  five  out  of  six  families  buying  food  at  the  Tihrif  ty  Plan  cost  level 
do  not  get  100  percent  of  the  recommended  daily  allowance  for  nutrients.  Vir- 
tually all  families  receiving  food  stamps  spend  additional  amounts  on  food  in 
order  to  get  by.  They  do  not  by  any  stretch  of  the  imagination  "live  high  off  the 
hog." 

AFSCME  is  gravely  concerned  about  the  devastating  impact  that  the  pro- 
posed reductions  will  have  upon  those  millions  of  Americans  who  will  either 
be  forced  out  of  the  program,  or  whose  benefits  will  be  lowered,  if  the  proposals 
are  approved.  Many  of  them  will  sink  deeper  into  the  throes  of  deprivation, 
malnutrition,  and  hunger.  The  suffering  that  especially  the  children  and  elderly 
will  endure  and  the  costs  which  will  largely  have  to  be  borne  out  of  public  funds 
in  meeting  their  deteriorating  health  needs  are  too  high  a  price  to  pay  for  the 
sake  of  cutting  back  federal  spending.  Empty  stomachs  and  the  agony  of 
hunger  will  become  the  cruel  and  inhumane  outcomes  of  injudicious  and  callous 
actions  that  are  taken  to  get  the  budget  closer  into  balance. 

Yet  this  is  precisely  what  we  are  convinced  will  happen  if  these  proposals 
are  approved.  For  fiscal  year  1982,  the  administration  is  recommending  a  $1.8 
billion  cut  in  the  food  stamp  appropriation  by  implementing  a  series  of  changes 
which  are  intended  to:  Drop  nearly  500,000  households  (about  two  million  per- 
sons) from  the  program.  Reduce  the  number  of  households  and  persons  enter- 
ing into  the  program.  Reduce  food  stamp  benefit  levels. 

AFSCME  has  subjected  each  of  the  proposed  changes  to  intensive  scrutiny. 
We  urge  the  committee  to  disapprove  the  proposed  revisions  which  follow : 

1.  PLACING  A  GB0S8  INCOME  LIMIT  AT  180  PERCENT  OF  THE  POVERTY  LINE 

Currently,  food  stamp  households  must  have  net  incomes  below  the  poverty 
line  ($8,450  for  an  urban  family  of  four.)  Because  a  number  of  deductions  are 
presently  allowed,  the  gross  income  can  be,  and  is,  somewhat  higher. 

The  administration  proposes  to  eliminate  all  households  with  gross  incomes 
above  130  percent  of  the  poverty  line.  For  an  urban  family  of  four,  the  eligi- 
bility cut-off  level  would  be  $10,985.  This  change  alone  will  drop  one  of  seven 
households  with  incomes  from  the  program. 

We  must  bear  in  mind  that  the  amount  of  food  stamps  a  family  receives  is 
based  on  available  income.  A  family  of  four  with  no  income  at  all  now  receives 
about  $210  a  month  in  food  stamps ;  if  the  family's  net  monthly  income  is  $500 
($6,000  a  year),  it  receives  $59  worth  of  food  stamps  each  month;  if  its  net 
monthly  income  is  $600  ($7,300  a  year)  or  more,  it  receives  nothing.  In  other 
words,  the  higher  an  eligible  family's  income  is,  the  smaller  is  the  amount  of 
food  stamps  it  receives. 

For  the  vast  majority  of  families  with  earnings  who  are  in  the  program,  the 
reduced  amount  of  food  stamps  they  receive  is  vital  to  them  in  meeting  the  mini- 
mal nutritional  needs  of  the  members  of  their  families.  If  this  benefit — however 
small  it  may  be — is  lost,  their  ability  to  cope  will  be  seriously  impaired. 

In  today's  world,  a  family  of  four  with  a  gross  annual  income  of  $11,000,  that 
is  living  in  an  urban  area,  is  struggling  to  survive.  It  is  not  far  removed  from 
actually  living  in  poverty.  To  the  extent  that  we  increase  the  heavy  burdens  it 
already  bears,  to  that  extent  will  it  fail  in  the  struggle. 

We  recommend  that  this  proposal  be  rejected  and  that  the  present  method  of 
treating  earned  income  for  food  stamp  recipients  and  applicants  be  continued. 

2.  SEDUCING  FOOD  STAMP  BENEFITS  FOB  ALL  FAMILIES  WITH  CHILDREN  RECEIVING  FBEE 

SCHOOL  LUNCHES 

The  administration  is  proposing  to  reduce  the  food  stamp  allotments  for  house- 
holds to  reflect  the  value  of  free  school  meals.  Its  rationale  for  this  Draconian 
action  is  that  these  families  are  receiving  duplicate  benefits  because  the  Federal 
Government  is  subsidizing  four  rather  than  three  meals  each  school  day.  The 
administration  is  wrong. 

Since  food  stamp  benefits  now  average  only  forty-four  cents  per  person  per 
meal,  it  is  just  not  correct  to  view  the  free  school  lunch  as  duplicative  by  pro- 
viding a  fourth  meal.  Families  cannot  get  three  solid  meals  a  day  from  the 
food  stamps  they  are  allotted  under  the  thrifty  food  plan.  Ironically,  when  the 
Department  of  Agriculture  adopted  the  thrifty  food  plan  in  1975,  the  Ford  ad- 
ministration cited  the  availability  of  free  school  lunches  as  a  reason  for  its  deci- 
sion to  implement  the  spartan  thrifty  food  plan. 
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There  are  other  serious  deficiencies  in  this  proposal.  It  assumes  that  a  child 
enrolled  in  a  school  with  a  lunch  program  receives  a  lunch  each  day,  and  in  some 
cases  breakfast  as  well.  As  a  result,  food  stamp  benefits  will  be  lowered  even 
though  the  child  may  be  absent  from  school  for  a  variety  of  reasons.  Furthermore, 
the  adoption  of  this  proposal  will  complicate  the  administration  of  the  program 
enormously  even  though  the  administration  is  saying  that  it  is  determined  to 
simplify  and  streamline  programs. 

AFSCME  recommends  that  this  proposal  be  disapproved. 

3.  REPEALING  PROVISIONS  OF  THE  1980  FOOD  STAMP  AMENDMENTS 

Food  stamp  benefit  levels  are  adjusted  each  January  1  in  accordance  with 
changes  in  food  prices.  Earlier,  tney  weie  aujusieu  twice  each  year,  on  January  1 
and  July  1. 

The  administration  is  proposing  to  use  food  price  increases  through  the  pre- 
vious September  in  making  this  adjustment  each  year.  This  means  that  benefit 
levels — in  terms  of  actual  value — will  lag  well  behind  food  prices.  This  method 
of  basing  benefits  adjustments  on  bepiember  lood  prices  was  actually  imple- 
mented last  January.  However,  under  the  1980  food  stamp  amendments,  more 
current  food  price  data  is  to  be  used  in  fiscal  year  1982  and  in  future  years.  The 
administration  wants  to  delete  this  provision  of  the  law.  Further,  it  is  also  pro- 
posing to  repeal  increases  in  the  medical  deduction  for  the  elderly  and  disabled, 
and  in  the  child  care  deduction  that  were  scheduled  to  take  effect  in  fiscal  year 
1982. 

These  proposed  actions  deny  the  full  level  of  benefits  to  which  food  stamp 
households  and  individuals  would  have  otherwise  been  entitled  by  law.  We  rec- 
ommend that  they  be  rejected. 

4.  BASING   ELIGIBILITY   AND   BENEFITS   ON    INCOME   DURING  A   PRIOR   PERIOD   RATHER 

THAN   ON    CURRENT   NEED 

As  in  AFDC,  the  administration  proposes  to  require  the  use  of  the  retrospec- 
tive method  in  determining  eligibility.  Eligibility  would  be  based  on  income 
during  a  priod  period — two  months,  three  months,  or  as  long  as  a  year. 

This  is  a  pernicious  method.  It  means  that  current  need  is  ignored.  For  ex- 
ample, if  a  family  experiences  a  sudden  loss  of  income  because  the  bread-winner 
is  laid  off,  it  could  have  to  wait  one  to  three  months,  perhaps  longer,  before 
being  able  to  receive  any  food  stamps,  regardless  of  how  destitute  it  may  be  at 
the  time  it  applies  for  enrollment.  The  current  prospective  method,  on  the  other 
hand,  is  based  upon  the  applicant's  actual  circumstances  at  the  time  of  appli- 
cation and  a  projected  estimate  of  any  future  income.  It  is  far  more  responsive 
in  meeting  human  needs. 

We  strongly  recommend  that  the  retrospective  method  be  rejected. 

5.  ELIMINATING  THE  INFLATION  ADJUSTMENT  ON  THE  FOOD  STAMP  MAXIMUM-INCOMK 

SHELTER   DEDUCTION   AND  ON   THE   STANDARD   DEDUCTION 

Food  stamp  households  are  currently  allowed  a  monthly  standard  deduction  of 
$85.  They  are  also  given  a  deduction  for  the  amount  by  which  their  shelter 
costs  exceed  50  percent  of  their  net  incomes,  up  to  a  maximum  of  $115  a  month. 
The  standard  deduction  and  the  $115  maximum  of  the  shelter  deduction  are 
presently  adjusted  once  a  year  to  keep  pace  with  inflation. 

The  administration  is  proposing  to  end  the  annual  inflation  adjustment  and 
to  freeze  the  deductions  at  their  current  levels,  despite  the  fact  that  heating 
bills  continue  to  rise  sharply.  As  a  result,  many  households  with  increased 
shelter  costs — and  decreased  funds  available  for  purchasing  food — will  be  de- 
nied an  increase  in  their  shelter  deduction  and  an  adjustment  in  food  stamp 
allotments  to  reflect  their  loss  of  disposable  income.  This  proposed  cut  will  hurt 
all  food  stamp  households,  including  the  poorest. 

AFSCME  recommends  its  disapproval. 

As  concerned  as  we  are  over  the  proposed  actions  to  which  we  have  directed  our 
recommendations,  AFSCME  has  considerable  anxiety  over  the  funding  crisis  that 
looms  in  the  immediate  future  for  the  food  stamp  program.  It  is,  of  course,  pre- 
cipitated by  the  appropriation  ceiling  that  has  been  placed  on  the  program.  In 
order  to  avoid  the  disaster  that  will  fall  upon  the  22  million  persons  who  are 
participating  in  the  program  if  benefits  are  reduced  or  eliminated  during  the 


Digitized  by 


Google 


349 

last  half  of  the  current  fiscal  year  because  there  are  no  funds,  we  strongly  rec- 
ommend the  approval  as  soon  as  possible  of  the  $1.4  billion  fiscal  year  81  supple- 
mental request  for  this  program. 

Statement  of  the  National  Labor-Management  Foundation 

The  National  Labor-Management  Foundation  has  offices  in  Washington,  D.C. 
and  Louisville,  Kentucky  and  represents  business  and  industrial  firms  in  the  50 
states.  It  was  chartered  in  Illinois  in  1947  as  a  non-partisan,  non-profit  organi- 
zation to  provide  research,  education  and  information  to  develop  clearer  under- 
standing and  better  communication  among  employees,  employers,  and  the  general 
public  in  labor-management  relations. 

The  Foundation  studies  and  supports  federal  legislation  it  believes  will  help 
bring  about  improved  labor-management  relations  and  better  working  conditions. 
We  believe  our  laws  should  give  every  working  man  and  woman  the  greatest 
possible  opportunity  to  grow  in  his  or  her  work  and  be  compensated  appropri- 
ately, and  at  the  same  time  provide  adequate  protection  for  the  rights  of 
employers. 

The  food  stamp  program  affects  many  employees  and  employers,  directly  and 
indirectly.  It  is  for  this  reason  that  the  National  Labor-Management  Foundation 
is  presenting  its  views  on  the  program. 

The  purposes  of  the  Food  Stamp  Act  of  1964,  was  to  "make  use  of  food 
surpluses  and  to  provide  improved  levels  of  nutrition  among  low  income  house- 
holds". The  Foundation  endorses  the  original  intent  of  the  program  and  supports 
a  national  policy  to  fight  and  prevent  malnutrition  and  hunger. 

Under  the  original  act,  standards  of  eligibility  were  established  by  the  states. 
In  1965  one  in  439  Americans  received  food  stamps.  In  1980  one  in  10  received 
food  stamps.  In  its  first  year,  the  food  stamps  program  cost  the  federal  govern- 
ment $30.5  million.  By  1960  the  cost  had  soared  to  over  $9  billion. 

This  committee  is  now  considering  tightening  food  stamp  eligibility  require- 
ments to  get  spending  for  the  program  under  control.  In  this  regard  the  Founda- 
tion urges  the  Congress  to  modify  the  eligibility  standards  for  high  income  persons 
who  walk  off  their  jobs  in  a  labor-management  dispute.  Past  debates  in  Congress 
over  the  food  stamps  for  strikers  issue  have  been  distorted  by  the  power  of  union 
lobbyists  and  testimony  ringing  with  cliches  about  children  of  strikers  going 
hungry. 

To  claim  that'  children  will  starve  if  strikers  are  denied  food  stamps  is  typical 
of  union  attempts  to  preserve  their  special  interest  at  an  unwarranted  cost  to  the 
general  public.  Less  than  22  percent  of  American  workers  belong  to  unions,  yet 
union  political  and  economic  clout  has  enabled  them  to  obtain  many  special  privi- 
leges such  as  food  stamps  for  strikers..  I  strongly  suspect,  that  if  the  majority  of 
Americans  knew  that  food  stamps  were  doled  out  to  workers  on  strike  that  public 
confidence  in  government  would  sink  still  lower. 

Over  the  years,  most  labor  unions  have  obtained  higher  wage  rates  and  gen- 
erally improved  the  lot  of  their  members.  Today  American  workmen  are  among 
the  highest  paid  in  the  world.  When  union  members  vote  to  go  out  on  strike,  the 
majority  of  the  workers  are  not  poor.  Instead,  we  have  the  unwarranted  situation 
of  people  earning  $15,000,  $18,000  or  even  more  a  year,  who  qualify  for  government 
handouts.  If  people  who  work  full  time  earning  this  kind  of  money  cannot  qualify 
for  food  stamps,  why  should  people  who  voluntarily  leave  their  jobs  qualify?  The 
Foundation  does  not  object  to  individuals  receiving  food  stamps  during  a  strike 
if  they  were  qualified  prior  to  the  strike. 

Unfortunately  our  lawmakers  have  intervened  in  collective  bargaining  by  mak- 
ing strikers  eligible  for  food  stamps.  The  balance  of  power  in  collective  bargain- 
ing is  upset  and  tilted  heavily  toward  labor  unions  by  a  government  subsidy  in 
the  form  of  food  stamps.  Taking  food  stamps  away  from  strikers  who  are  not 
otherwise  qualified  to  receive  them  would  not  cause  hunger  and  malnutrition 
among  children  of  union  families.  It  would  not  subsidize  management  but  would 
help  return  the  balance  of  power  in  collective  bargaining  to  what  it  was  before 
enactment  of  the  food  stamp  program  in  1964. 

Prohibiting  food  stamp  for  strikers  would  strengthen  the  food  stamp  program 
in  several  respects.  First,  it  could  cut  the  cost  of  the  program  by  approximately 
one  quarter  billion  dollars  per  year  and  thereby  help  reduce  the  huge  federal 
deficit.  Second,  it  would  help  return  government  to  a  position  of  neutrality  in 
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labor-management  affairs  by  stopping  a  subsidy  of  one  side.  Third,  it  will  help 
put  a  lid  on  the  inflationary  impact  of  upcoming  union  wage  settlements  by  forc- 
ing labor  and  management  to  compromise  on  a  reasonable  contract  within  a  rea- 
sonable amount  of  time.  Those  truly  concerned  about  stemming  the  tide  of  infla- 
tion should  consider  the  inflationary  force  of  one-sided  governmental  interference 
in  collective  bargaining. 

Finally,  and  most  importantly,  prohibiting  food  stamps  for  those  who  volun- 
tarily leave  their  jobs  would  help  restore  public  confidence  in  the  program  and  in 
government  in  general.  As  an  important  first  step,  the  National  Labor-Manage- 
ment Foundation  urges  the  Committee  to  amend  the  Food  Stamp  Act  to  prohibit 
food  stamps  for  strikers.  This  reform  would  help  direct  the  benefits  of  the  pro- 
gram more  directly  and  more  equitably  to  Americans  in  real  need  of  assistance — 
the  elderly  living  on  insufficient  fixed  incomes,  the  disabled,  and  victims  of  our 
current  high  unemployment  rate  who  are  actively,  seriously  seeking  gainful 
employment. 

The  issue  is  clearly  not  one  of  children  in  a  striker's  family  starving  during  a 
labor-management  dispute.  The  fact  is,  union  officials  want  their  members  to  con- 
tinue their  standard  of  living  during  a  strike.  This  is  clearly  an  important  bar- 
gaining weapon  for  union  officials  who  need  not  worry  about  pressure  from  the 
rank  and  file  to  return  to  work. 

In  the  light  of  these  factors,  it  should  not  be  surprising  that  unions  are  depend- 
ing more  and  more  on  hand  outs  from  the  government  to  keep  their  members 
satisfied  while  officials  bargain  with  management.  Today,  most  union  dues  no 
longer  go  for  strike  funds,  but  for  political  purposes,  union  officials'  salaries  and 
other  costs  unrelated  to  collective  bargaining. 

Therefore,  the  reason  for  the  great  interest  shown  by  union  officials  in  the  food 
stamp  program  is  obvious.  They  are  seeking  to  protect  the  practice  of  providing 
public  assistance  to  support  strikers  which  is  rapidly  becoming  institutionalized 
regardless  of  its  lack  of  common  sense  and  rip-off  of  taxpayers.  As  time  goes  on, 
the  argument  that,  "it  has  always  been  this  way,  so  why  change",  becomes 
stronger  and  more  frequently  incorporated  in  the  tone  of  union  arguments.  The 
real  challenge  to  this  Committee  is  to  make  a  decision  based  upon  facts.  Since  the 
1930's  the  federal  government  has  been  trying  to  achieve  equilibrium  in  the  rela- 
tionship between  unions  and  managements.  Consistent  with  this  objective  is  a 
congressionally  sanctioned  policy  that  the  federal  government  shall  remain  neu- 
tral in  labor-management  disputes.  Archibald  Cox  summed  up  the  reasoning  for 
this  posture  when  he  wrote,  "the  conflicting  interests  of  management  and  workers 
can  be  adjusted  only  by  private  negotiation,  backed,  if  necessary,  by  economic 
weapons,  without  the  intervention  of  law." 


Statement  op  Timothy  M.  Smeeding,  American  Statistical  Association  Re- 
search Fellow,  and  Associate  Professor  op  Economics,  University  op 
Utah 

policy  options  for  food  stamp  budget  reductions 

Mr.  Chairman  and  Members  of  the  Committee:  I  am  Timothy  Smeeding,  an 
Associate  Professor  of  Economics  at  the  University  of  Utah,  and  currently  a 
research  fellow  of  the  American  Statistical  Association  advising  the  Census 
Bureau  on  methods  for  measuring  and  valuing  in-kind  income.  I  am  not  a  Census 
Bureau  employee  and  my  comments  and  views  should  not  in  any  way  be  inter- 
preted as  those  of  the  Census  Bureau. 

My  purpose  today  is  to  provide  testimony  as  an  expert  witness  on  two  matters 
of  considerable  importance  to  this  committee :  first,  some  mention  of  the  strengths 
and  weaknesses  of  new  Census  Bureau  data  on  recipiency  patterns  for  in-kind 
benefits ;  and  second,  an  illustration  of  the  usefulness  of  this  data  source  in  evalu- 
ating the  budget  reductions  in  the  Food  Stamp  program  which  have  either  been 
proposed  by  the  Reagan  Administration  or  which  have  been  proposed  by  others. 

I.    CENSUS    BUREAU    DATA   ON    RECIPIENCY   OF   IN-KIND    BENEFITS 

While  the  growth  of  noncash  transfer  benefits  in  recent  years  has  been  sig- 
nificant, little  information  on  the  demographic  and  economic  characteristics  of 
these  beneficiaries  has  been  available.  In  1970  the  Bureau  of  the  Census  began  to 
plan  an  effort  to  collect  information  on  households  receiving  these  in-kind  benefits. 
This  activity  was  coordinated  through  the  OflSce  of  Federal  Statistical  Policy  and 
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Standards.  The  data  Collection  effort  took  place  in  March  1980  as  part  of  the 
monthly  Current  Population  Survey  (CPS).  Questions  covering  annual  money 
income  and  work  experience  in  1979  were  supplemented  with  questions  covering 
a  selected  number  of  in-kind  benefits. 

Data  were  collected  for  a  total  of  eight  different  types  of  noncash  benefits.  In 
the  area  of  public  noncash  benefits  six  programs  were  covered.  These  were  the 
Food  Stamp  Program,  the  National  School  Lunch  Program,  public  or  subsidized 
housing,  Medicare,  Medicaid,  and  CHAMPUS  or  other  military  health  care. 

As  you  know,  the  Bureau  of  the  Census  has  recently  released  a  preliminary 
report  on  noncash  benefits  which  provides  some  very  general  statistics  from  the 
March  1980  CPS  to  serve  as  an  introduction  to  this  new  source  of  data  on  noncash 
benefits.  In  addition  to  its  written  report,  the  Bureau  also  has  made  a  computer 
data  file  available  for  public  use.  The  data  file  will  provide  researchers  and 
analysts  with  the  opportunity  to  study  in  detail  the  noncash  data  which  is  of  most 
interest  to  them.  My  testimony  is  designed  to  provide  advice  as  to  the  ways  in 
which  this  data  should  and  should  not  be  used  to  investigate  the  impact  of  pro- 
posed changes  in  the  Food  Stamp  Program. 

Although  these  data  on  noncash  benefits  provide  important  and  previously 
unavailable  information  on  the  characteristics  of  households  and  persons  receiv- 
ing benefits,  the  data  have  some  important  limitations  which  must  be  kept  in  mind 
when  applying  it  for  policy  analysis.  One  major  limitation  is  reliance  on  gross 
annual  calendar  year  (CY)  1979  money  income  to  measure  the  economic  status 
of  households.1  It  should  be  kept  in  mind  that,  of  the  public  noncash  transfer 
programs  mentioned  above,  only  the  School  Lunch  Program  uses  annual  income 
to  determine  eligibility  for  participation."  Almost  all  "means  tested"  noncash 
transfer  benefits 3  are  based,  instead,  on  monthly  or  quarterly  income  "account- 
ing" periods.  Households  with  periodically  low  monthly  or  quarterly  income  but 
relatively  high  annual  income  may  legally  qualify  for  benefits. 

In  addition,  eligibility  for  benefits  for  most  types  of  in-kind  programs  is  based 
on  "countable"  income,  i.e.,  gross  income  less  certain  types  of  excluded  income 
and  other  allowable  deductions.  It  should  also  be  noted  that  most  means  tested 
noncash  transfer  programs,  including  the  Food  Stamp  program,  require  an 
"asset"  or  "resource"  eligibility  test  in  addition  to  the  income  test.  Therefore, 
low  income  alone  does  not  guarantee  eligibility.  Because  of  such  limitations  the 
data  cannot  be  used,  for  instance,  to  estimate  the  total  number  of  households 
eligible  for  Food  Stamps  at  some  time  during  1979  with  any  degree  of  accuracy. 
Measures  of  poverty  status  in  the  Census  Bureau's  Advance  Report  (and  in 
this  testimony)  are  based  on  annual  money  income,  i.e.  excluding  the  value  of 
noncash  benefits.  If  we  were  to  maintain  the  current  poverty  needs  standard,  and 
include  a  measure  of  the  recipient  value  of  noncash  benefits  in  income,  poverty 
would  be  reduced  below  the  states  levels.4 

A  final  limitation  involves  data  quality.  A  detailed  evaluation  of  the  quality 
of  the  noncash  benefit  data  from  the  CPS  will  be  presented  in  a  report  to  be 
released  by  the  Census  Bureau  later  this  year.  A  preliminary  evaluation  of  the 
data  quality  indicated  general  trends  toward  underestimation  of  noncash  bene- 
ficiaries similar  to  the  underestimation  problems  experienced  for  recipients  of 
public  cash  transfer  programs.  As  compared  to  a  USDA  administrative  data- 
based  estimate,  approximately  88  percent  of  the  total  number  of  children  receiv- 
ing free  or  reduced  price  School  Lunch  benefits  during  1979  are  counted  in  the 
March  1980  CPS.  A  similar  comparison  indicates  that  the  CPS  accounts  for 
about  75  percent  of  all  persons  who  received  Food  Stamps  in  1979,  and  a  like 
proportion  of  the  face  value  of  Food  Stamps  benefits  paid  out.  However,  average 
values  of  Food  Stamps  received  and  the  overall  characteristics  of  the  CPS  Food 
Stamp  population  compare  well  with  USDA  estimates.  Thus  while  some  under- 
reporting is  present  in  the  CPS  data,  it  does  not  seem  to  be  biased  in  any  damag- 
ing way. 


1The  CPS  includes  only  the  civilian  non-institutionalized  United  States.  Thus  Puerto 
Rico  is  not  included  In  the  population  covered  by  the  survey. 

2  The  School  Lunch  Program  eligibility  requirements  also  allow  for  deductions  from 
gross  income. 

3  A  "means  tested"  transfer  program  requires  that  the  household's  income  and/or  assets 
(resources)  fall  below  specified  guidelines  in  order  to  qualify  for  benefits.  The  means  tested 
programs  mentiond  in  this  testimony  are  Food  .Stamps,  Free  or  Reduced-Price  School 
Lunches.  puMiely  owned  or  other  subsidized  housing,  and  Medicaid. 

♦The  question  of  how  many  less  people  would  be  poor  if  these  benefits  were  counted  in 
income  is  not  an  easy  one.  An  exploratory  report  measuring  the  effect  of  in-kind  benefits  on 
poverty  which  employs  several  different  methodological  approaches  in  valuing  these 
benefits  will  be  published  by  the  Census  Bureau  later  this  year. 
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NrtwjtlistiLiidJxig  tbe  limitations  *  described  store,  tbe  data  from  t±a»  1 
provicUr  vslusWe  and  important  insights  into  the  reopaencj  pitttw  erf 
wawffiu.  and.  if  properly  employed,  proride  die  means  for  estimating  at 
eon*  of  tne  impact*  of  tbe  adjoainistratioii's  Food  Stamp  budget  gedwtiasi  psam. 

Oxj*  bew-nt  of  tbe  CPfc  data  is  it*  uniqueness  It  is  the  osdy  recent,  auge 
«e*le.  and  ongoing  surrey  to  report  receipt  of  multiple  in-kind  program  hnupjita. 
At  tbe  present  time  a  rarietj  of  statistics  oo  tbe  two  in-kind  programs  of  moat 
inure**  to  tbi*  Committee — tbe  Food  Stamp  Program  and  the  National  fichaol 
Lunch  Program — are  available  These  data  include  tbe  number  of 
and  number  of  persons  receiving  Food  Stamps  during  1979  by  . 
Usrjatks,  inelodiug  age,  race,  sex,  and  weeks  worked  of  tbe  hooseboadei 
oi  residence,  number  of  boosebold  members,  and  whether  or  not  tbe 
unit  was  rented  or  owned  by  tbe  occupants.  The  porerty  status,  1 
average  snnual  face  value  of  Food  Stamps,  and  average  number  of 
receiving  Food  Stamps  during  1979  are  also  available  by  selected  < 
Foi  the  School  Lunch  Program,  the  Dumber  of  households  and  number  of 
children  in  households  "usually**  eating  school  lunch,  and  the  number  of  ho— a 
holds  and  number  of  children  in  households  receiving  "free"  or  "reduced-price** 
setool  lunch,  are  available.  Similar  data  is  available  for  household  members 
benefited  from  both  programs  during  CY  1979.  This  data  can  be  employed  in 
several  policy-useful  ways. 

II.   THE   HELMS  AMEKDMEHT 

For  instance,  the  March  1980  CPS  reports  that  5.001  million  children  la 
Focd  Stamp  families  also  benefited  from  free  and  reduced  price  school  lunches, 
Because  the  CPS  also  provides  estimates  of  the  amount  of  Food  Stamps  received 
by  tbe  families  of  these  children,  and  the  number  of  months  during  which  they 
participated  in  the  Food  Stamp  program;  and  finally  because  the  Food  and 
Nutrition  Service  at  USD  A  has  estimated  that  during  CY  1979,  the  Food  Stamp 
allotment  provides  $8,57  per  child,  per  school  month  for  lunches  on  schooldays, 
one  can  estimate  tbe  budgetary  savings  which  would  have  been  realized  had 
Congress  reduced  Food  Stamp  benefits  in  1979  for  families  with  children  who 
also  benefit  from  the  free  and  reduced  price  School  Lunch  Program  as  proposed 
in  the  "Helms  Amendment".  Based  on  tbe  March  1980  CPS  data,  the  Helms 
Amendment  would  have  saved  approximately  5.4  to  6.8  percent  in  Food  Stamp 
outlays  had  It  been  in  effect  during  1979.*  Based  on  a  Senate  Budget  Committee 
estimate  for  FY  1982  Food  Stamp  outlay  of  $11,737  billion,  and  assuming  that 
the  Helms  Amendment  would  go  into  effect  on  or  before  October  1,  1981,  it 
would  reduce  these  outlays  by  between  $.634  and  $.798  billion.7  As  far  as  I 
know,  owing  to  the  recent  availability  of  the  CPS,  this  is  probably  the  most 


•  To  overcome  many  of  these  limitation**,  the  Department  of  Health  and  Human  Services 
and  tbe  Bureau  of  the  Census,  in  a  joint  effort,  plan  to  implement  a  new  household  survey 
In  the  spriug  of  1982.  which  is  known  as  the  Survey  of  Income  and  Program  Participation 
(SII'P).  The  major  goals  of  this  survey  are  to  (1)  extend  the  scope  and  precision  of  policy 
analyses  for  a  wide  range  of  Federal  and  State  Social  Welfare  Programs ;  (2)  improve  cur- 
rent estimates  of  income  and  income  change,  including  annual  and  subannual  estimates; 
and  (<i)  broadly  assess  the  economic  well-being  of  the  population.  Planning  and  various 
developmental  surveyH  have  been  underway  since  1975.  In  the  area  of  noncash  beneUts 
HIPP  will  provide  Income  data  for  the  appropriate  monthly  or  quarterly  accounting 
periods,  provide  a  means  of  measuring  changes  in  household  membership,  permit  the  cal- 
culation of  various  exclusions  and  allowable  deductions  from  gross  income,  and  provide  the 
value  of  assetH.  Tbe  incorporation  of  these  refinements  into  the  SIPP  program  will  produce 
more  accurate  cHtlmates  of  the  population  eligible  for  benefits  and  of  the  characteristics  of 
households  and  persons  participating. 

•Tbe  range  is  due  to  the  fact  that  the  affected  households  received  Food  Stamps,  on 
average,  lor  9.6  monthn.  However,  the  Rchool  year  is  only  9  months.  Thus  some  <»t  the 
affected  children's  families  may  only  be  receiving  Food  Stamps  for  part  of  the  school  year. 
The  CPS  data  on  which  this  estimate  is  based  has  been  adjusted  for  underreporting  in 
both  the  program m.  However,  the  reported  CPS  data  yield  approximately  the  same  result. 
Note  also  that  thin  percentage  approach  implicitly  assumes  that  families  with  Food  Stamps 
and  with  children  receiving  free  or  reduced  price  school  lunch  will  grow  in  proportion  to 
Food  Stamp  expenditures.  Alternatively,  if  the  number  of  children  whose  families  benefit 
from  both  programs  remains  at  roughly  fire  and  a  half  million  children  through  FT  1982, 
(he  range  or  Havings  drops  to  $.467  to  $.587  billion. 

7  If  the  Helms  Amendment  is  in  force  less  than  all  of  FY  1982.  or  should  some  schools 
not  offer  hot  lunches  at  all  due  to  other  proposed  budget  cuts  in  the  School  Lunch  Program, 
or  should  Food  Stamp  families  with  children  now  benefiting  from  the  free  or  reduced 
price  School  Lunch  program  be  declared  ineligible  due  to  some  other  program  change,  this 
budgetary  savings  would  be  reduced.  For  Instance,  should  all  nutrition  benefits  for  Puerto 
Itlco  be  transformed  into  a  bloc  grant,  the  savings  would  be  reduced  to  $.574  to  $.723 
billion  In  FY  1982.  In  any  case,  accepting  the  proportionality  asumption  outline  in  foot- 
note 6  above,  the  percentage  reduction  estimate  of  5.4  to  6.8  can  be  applied  to  whatever 
Food  8tamp  outlay  the  Committee  chooses. 
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accurate  estimate  of  Food  Stamp  budget  savings  from  such  a  program  change 
which  is  currently  available. 

The  March  1980  CPS  can  also  tell  us  a  great  deal  about  the  characteristics 
of  the  families  and  children  who  would  lose  benefits  under  the  Helms  Amend- 
ment : 

Two-thirds  of  the  households,  and  71  percent  of  the  children,  who  would 
lose  benefits  were  below  the  poverty  line  in  1979. 

55  percent  of  the  affected  children  were  in  families  where  the  head 
worked.  More  than  half  of  these  heads  worked  40  weeks  or  more  during 
1979. 

62  percent  of  the  affected  children  were  in  families  with  a  female  house- 
holder, no  husband  present. 

III.  LIMITING  GBOSS  INCOME  ELIGIBILITY  FOB  FOOD  8TAMP8  TO   130  PEBCENT  POVEBTY 

Because  of  monthly  and/or  quarterly  income  accounting  periods,  and  be- 
cause Food  Stamp  benefits  are  based  on  "countable  income",  the  March  1980 
CPS  cannot  be  used  to  predict  either  the  total  number  of  households  or  per- 
sons who  would  be  affected  by  the  administration's  proposal  to  limit  eligibility 
to  those  with  gross  income  below  130  percent  of  their  poverty  line,  or  the  total 
budgetary  savings  from  such  a  regulation.  Families  with  gross  annual  money 
income  of  at  least  130  percent  poverty  may  receive  benefits  for  only  a  few  months, 
during  which  their  gross  incomes  did  fall  below  130  percent  poverty  for  those 
months.  These  families  may  not  be  affected  by  the  proposed  amendment.  Simi- 
larly, those  below  130  percent  poverty  for  the  year  may  be  affected  in  some 
months  where  earnings  and  other  income  approach  or  exceed  this  critical  level. 
However,  while  the  March  1980  CPS  can  provide  at  least  some  indirect  informa- 
tion on  the  number  of  working  families  who  might  be  adversely  affected  by 
such  changes  as  illustrated  below,  the  effects  of  the  potentially  large  adverse 
labor  supply  response  to  such  a  regulation  is  probably  more  important  than 
such  figures  to  begin  with. 

As  I  see  it,  the  Reagan  administration  and  Congress  is  very  concerned  with  the 
work  behavior  of  Food  Stamp  recipients.  Some  would  go  so  far  as  to  require 
Food  Stamp  recipients  to  either  accept  a  temporary  "workfare"  job  or  to  give 
up  their  benefits.  However,  the  administration's  plan  to  limit  eligibility  for 
Food  Stamps  to  those  with  gross  income  below  130  percent  poverty,  while  con- 
tinuing to  base  Food  Stamp  allotments  on  countable  income,  would  create  a 
serious  work  disincentive  effect  which  may  even  result,  not  in  program  savings, 
but  in  lower  earnings,  increased  dependency,  and  higher  Food  Stamp  outlays 
in  coming  years. 

The  difficulty  with  such  an  amendment  is  outlined  in  Table  1.  In  this  table  I 
have  calculated  the  amount  of  monthly  Food  Stamp  benefits  which  households 
of  various  sizes  are  eligible  for  at  the  130  percent  poverty  income  level  during 
March  1981.  All  income  is  assumed  to  be  earned  income.  Two  sets  of  benefit 
estimates  are  presented  in  the  table:  in  the  first,  the  standard  deduction  and 
the  20  percent  earnings  deduction  are  used  to  calculate  countable  Food  Stamp 
program  income.  In  the  second,  the  full  allowable  shelter  deduction  of  $115  is 
counted  as  well.  On  each  of  these  bases,  the  fourth  column  estimates  the  amount 
of  Food  Stamp  benefits  which  a  family  with  earnings  of  exactly  130  percent 
of  the  poverty  line  would  be  receiving  today.  Under  the  administration's  pro- 
posal this  would  be  the  point  at  which  benefits  would  cease  because  any  house- 
hold earning  more  than  this  amount  is  declared  ineligible  for  benefits. 

In  effect,  this  table  estimates  the  loss  in  Food  Stamp  benefits — or  "notch 
effect" — from  earning  just  one  more  dollar  than  the  eligibility  cutoff."  To  be 
sure,  this  requirement  increases  the  current  program's  "countable  income"  notch 
by  a  substantial  amount.9  For  the  average  size  Food  Stamp  household  of  three 


8  Without  the  130  percent  eligibility  cutoff,  the  household  would  still  receive  benefits  if  it 
earned  more  than  this  levei  under  the  current  Food  Stamp  program  which  eliminates  bene- 
fits once  counta'  le  income  exceeds  the  poverty  level. 

9  Under  the  current  Food  Stamp  Program,  a  family  of  four  loses  $47  of  benefits  once  net 
countable  income  exceeds  100  percent  poverty.  Of  course  this  creates  a  work  disincentive  of 
its  own.  While  elimination  of  the  current  notch  effect  is  desirable,  a  gross  income  eligibility 
notch  would  i  e  much  more  clearly  visible,  and  would  have  a  larger  effect  on  Food  Stamp 
recipients'  work  behavior.  For  Instance,  larger  deductions  from  gross  income  do  not  effect 
the  countable  income  notch,  but  they  do  push  the  gross  earnings  level  at  which  the  notch 
applies  to  higher  earnings  levels.  On  the  other  hand,  the  gross  income  eligibility  notch  in- 
creases with  deductions  because  more  deductions  lead  to  lower  countable  income,  and  in 
turn  then,  to  more  benefits  foregone  at  the  notch  point. 
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TABLE  l.-CFFECTS  OF  LIMITING  GROSS  INCOME  ELIGIBILITY  FOR  FOOD  STAMPS  TO  THOSE  BELOW  130-PttCOTT 

POVERTY  IN  CALENDAR  YEAR  1981 


Food 
stamp 
"guaran- 
tee" (G)> 

130-percent 
poverty  - 

gross 
income 

level  (PL) » 

Monthly  food  stamp  benefits  (B) 
with  gross  income  of— 

130-        With  full 
percent          shelter 
poverty'    deduction  *     $1  more 

Amoal 
with 

foodstaapo 
gross  income 

of- 

130- 
porctnt 
poverty 

Withfui 

shatter 

deduction 

$lmsft 

Housthold  sizt: 

1 

2 

3 

4 

7 

$70 
128 
183 
233 
367 

(400 
515 
628 
807 

1,333 

$10              $35              0 
30                64               0 
58                 92               0 
65                 99               0 
73               107               0 

$120 
360 
696 
780 
876 

$420 
768 
1,101 
1,188 
1,285 

0 
0 
0 
0 
0 

i  Amount  of  benefits  for  those  with  zero  countable  income. 

>  The  current  food  stamp  poverty  lines  are  1979  annual  income  poverty  lines  rounded  to  the  next  highest  $50.  Wa  divide 
by  12  and  multiply  by  1.3  to  arrive  at  this  income  level. 

•  Benefit  calculations  based  on  countable  income  (CY)  which  equals  gross  income  (GY),  net  of  the  $85  standard  deduc- 
tion and  20-percent  earned  income  (EY)  deduction,  where  GY-EY.  No  other  deductions  are  included.  Thus  CY-EY— 
85-0.2  EY,  and  B-G  0.3  (CY).  Substituting,  B-G-0.3  (0.8  EY-85).  Finally,  by  setting  PL-EY,  we  arrive  at  our  estimate 
for  benefits  at  the  130-percent  gross  earnings  level. 

*  Benefit  calculations  based  on  countable  income  (CY).  which  equals  gross  income  (GY)  net  of  the  $85  standard  deduc- 
tion, the  20-percent  earned  income  (EY)  deduction,  and  the  maximum  excess  shelter  cost  deduction  of  $115.  Following 
footnote  3  above,  B-G-0.3  (0.8  EY-85-115)  or  B-G-0.3  (0.8  EY-200). 

persons  ignoring  the  shelter  deduction,  the  loss  is  $58  per  month.  The  loss  ranges 
from  $10  "  for  single  person  Food  Stamp  households  to  $73  for  a  seven  person 
unit,  and  higher  yet  for  larger  units.  On  an  annual  basis  the  loss  could  run  from 
$120  to  $876.  Thus,  the  administration's  plan  results  in  a  serious  disincentive 
to  earn  more  than  130  percent  poverty.  If  the  family  has  additional  shelter  ex- 
pense deductions,  the  notch  becomes  even  larger.  For  instance,  with  a  maximum 
shelter  deduction  of  $115,  the  monthly  notch  would  increase  from  $65  to  $99  for 
a  family  of  four  today,  more  than  double  the  current  net  income  notch  of  $47 
per  month. 

If  such  a  requirement  were  put  into  effect,  one  would  expect  that  after  a  short 
while  "newly  eligible"  workers  would  begin  reporting  gross  incomes  just  below 
the  $130  percent  poverty  cutoff  in  order  to  retain  benefits.  In  this  case,  the  cost 
of  Food  Stamps  may  be  greater  than  the  absence  of  such  a  provision.  An  ex- 
ample will  help  clarify  this  point.  A  family  of  four  with  monthly  earnings  of 
$857,  $50  above  the  proposed  130  percent  poverty  cutoff,  can  make  itself  from  $15 
to  $44  (with  full  shelter  deduction)  better  off  in  addtion  to  their  reduced  work 
expenses,  by  reducing  earnings  by  $50  per  month  and  retaining  from  $65  to  $99 
in  Food  Stamp  benefits.  Without  the  130  percent  eligibility  cutoff,  under  current 
program  rules,  the  family  is  eligible  for  from  $53  to  $87  in  benefits  at  the  $857 
monthly  earnings  level.  If  the  family  behaves  as  predicted,  earnings  fall  by  $50 
and  Food  Stamp  benefits  increase  by  $12  ($65-$53  or  $99-$87)  relative  to  the 
current  situation. 

How  many  Food  Stamp  recipients  might  be  affected  by  the  notch  at  some  time 
during  the  year?  Almost  half  of  those  householders  reporting  receipt  of  Food 
Stamps  in  1979  worked,  while  almost  one  quarter  worked  40  weeks  or  more.  Of 
the  1.514  million  Food  Stamp  households  with  annual  gross  incomes  of  at  least 
130  percent  poverty  in  1979 — those  who,  on  average,  were  at  or  above  the 
eligibility  cutoff  but  still  receiving  benefits — 79  percent  worked  at  least  some  time 
in  1979,  while  54  percent  worked  40  weeks  or  more.  Thus  the  number  of  Food 
Stamp  units  whose  labor  supply  behavior  could  be  adversely  affected  in  fairly 
large  and,  at  the  least,  not  inconsequential. 

Among  the  elderly  Food  Stamp  population  which  has  little  earnings,  the  re- 
levant question  is  a  much  more  simple  one:  should  single-elderly  persons  with 
money  income  below  $425  a  month,  or  elderly  couples  below  $540  a  month." 
be  denied  Food  Stamps  on  January  1,  1982  because  their  money  income  exceeds 
this,  the  130  percent  poverty  income  level?  Based  on  the  March  1980  CPS,  about 

10  Based  on  countable  income,  benefits  for  a  one  person  unit  would  run  out  Just  below  180 
percent  poverty.  However,  because  thin  unit  meets  the  prose  income  eligibility  standard,  it 
would  receive  the  minimum  benefit  of  $10  per  month. 

11  These  are  the  monthly  poverty  line  figures  which  will  be  in  effect  for  Food  Stamp  eligi- 
bility determination  next  January  should  this  proposal  be  passed. 


Digitized  by 


Google 


355 

412,000,  or  19  percent,  of  elderly  persons  receiving  Food  Stamps  in  1979  were 
in  households  with  gross  annual  money  incomes  above  130  percent  poverty.  Be- 
cause the  annual  money  incomes  of  the  low  income  elderly  change  little  over  the 
span  of  a  year,  the  large  majority  of  these  individuals  would  be  eliminated  by 
the  proposed  gross  income  eligibility  limit. 

III.  BUDGET  REDUCTION  ALTERNATIVES 

As  I  see  it,  the  role  of  the  policy  analyst  is  not  to  argue  "whether"  or  "how 
much"  to  reduce  (or  expand)  program  benefits,  but  rather  to  offer  an  analysis -of 
equity  and  efficiency  effects,  and  advantages  or  disadvantages,  of  various  pro- 
posals to  reduce  (or  expand)  such  benefits.  From  this  perspective,  regardless  of 
the  merits  or  demerits  of  planned  reductions  in  Food  Stamp  expenditures,  using 
n  gross  income  eligibility  test  to  limit  Food  Stamp  participation  is  neither  good 
policy  nor  good  economics.  In  all  fairness,  the  only  positive  features  of  the 
current' notch  at  100  percent  of  the  poverty  line  are  that  it  is  based  on  net  in- 
come, and  that  it  is  smaller  and  less  effective  than  the  proposed  gross  income 
eligibility  limit.  There  are  preferable  ways  to  reach  a  desired  reduction  in  pro- 
gram cost  while  not  severely  penalizing  the  "truly  needy,"  and,  above  all,  while 
not  creating  additional  serious  work  behavior  disincentives.  Of  course,  if  equity  is 
to  be  served,  the  committee  should  be  seeking  only  a  5-10  percent  reduction  in 
Food  Stamp  program  outlays — certainly  not  much  more  than  the  planned  re- 
duction in  the  budget  as  a  whole.  To  ask  for  more  would,  of  course,  be  asking 
poor  and  low  income  households  to  bear  a  disproportionate  share  of  the  planned 
budget  reductions.  A  few  alternatives  "  to  consider  are : 

( a )  State  and  local  food  sales  taxes  paid  by  Food  Stamp  recipients  with  Food 
Stamps  in  10  states  could  be  rebated  to  the  federal  government. 

(b)  A  4  to  6  week  monthly  retrospective  income  accounting  period  could  be 
established  in  addition  to  the  current  prospective  accounting  system. 

(c)  Benefits  for  those  receiving  Stamps  in  mid-month  could  be  "pro-rata",  i.e., 
calculated  on  the  remaining  days  in  a  month,  rather  than  the  current  practice 
of  allowing  a  new  recipient  unit  a  full  month's  benefits  for  less  than  a  full 
month's  participation. 

(d)  The  benefit  reduction  rate  could  be  increased  from  .30  to  .333  or  .35,  thus, 
reducing  the  countable  income  notch  from  $47  to  $26  (at  .333)  or  $16  (at  .35) 
for  a  four  person  Food  Stamp  household. 

(e)  Work  related  deductions  could  be  reduced  from  20  percent  of  earnings  to 
10  percent  and  also,  possibly,  capped  at  a  maximum  level,  e.g.,  $100  per  month ; 
provided  that  provisions  for  child  care  allowances  are  also  allowed. 

( f )  Eliminate  updating  of  the  shelter  cost  deduction  for  one  year. 

Of  course  none  of  these  suggestions  are  without  some  type  of  drawback.  A 
longer  retrospective  accounting  period  reduces  the  ability  of  the  program  to 
provide  immediate  aid  to  needy  families;  higher  benefit  reduction  rates  may 
reduce  labor  supply  while  clearly  lowering  benefits  for  the  most  needy  families, 
and  so  on.  The  point  which  I  am  making  is  that  there  are  several  alternatives 
other  than  those  proposed  by  the  administration.  A  small  sub-set  of  these  would 
produce  the  desired  reduction  in  Food  Stamp  outlays. 

Other  proposed  benefit  reduction  alternatives  do  not  seem  quite  so  attractive. 
Reducing  the  standard  deduction  hurts  smaller  (in  particular  elderly)  house- 
holds.13 Reducing  the  nominal  shelter  deduction  hurts  those  in  high  rent  dis- 
tricts and/or  those  with  high  heating  (or  cooling)  costs.  Reducing  benefits  across 
the  board  ("guarantee  levels")  penalizes  all  Food  Stamp  recipients,  particularly 
those  who  are  poorest.  Recoupment  M  is  a  high  cost,  potentially  low  benefit  ad- 
ministrative nightmare.  In  particular,  I  would  advise  against  "workfare"  pro- 
posals. Based  on  evidence  from  the  ongoing  demonstration  projects  they  offer 
little  in  the  way  of  budget  savings  and  can  be  criticized  in  principle  as  well  as 
in  practice.  In  principle,  a  Food  Stamp  workfare  amendment  creates  a  whole 


u  Note  that  the  following  alternatives  should  not  be  interpreted  as  a  recommendation 
that  any  or  all  of  them  be  adopted.  My  purpose  is  merely  to  suggest  alternative,  less  objec- 
tionable ways  to  meet  a  given  budget  reduction  goal,  should  Congress  desire  to  reduce  Food 
Stamp  outlays  below  their  forecast  levels. 

13  However,  eliminating  the  provision  to  update  the  standard  deduction  as  prices  rise  may 
prove  to  be  an  efficient  and  judicious  way  to  lower  expenditures. 

14  Because  the  March  1980  CPS  includes  most  forms  of  taxable  income  for  all  of  1979.  It 
is  well  suited  for  estimating  the  program  savings  from  various  recoupment  schemes. 
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new  temporary  public  service  job  structure  just  when  the  administration  plans 
to  phase  out  CETA  and  other  public  service  jobs.  If  the  CETA-public  service 
employment  experience  can  serve  as  an  example,  the  administrative  cost  of  such 
a  scheme  may  run  as  high  as  $150-200  per  month  per  job.15  Workfare  participants 
are  offered  no  reimbursement  for  job  related  expenses :  daycare,  transportation, 
uniforms  or  work  clothes,  etc.,  while  Food  Stamp  recipients  with  regular  jobs 
are  allowed  a  full  20  percent  earnings  deduction  for  such  expenses. 

In  practice,  while  it  is  hard  to  generalize  from  the  Food  Stamp  Workfare 
demonstration  projects  for  many  reasons,1*  they  do  indicate  that  only  2.8  percent 
of  Food  Stamp  households  contained  a  welfare  eligible,  and  of  these,  only  15 
percent  actually  worked.  Thus  only  4  in  1000  Food  Stamp  beneficiaries  can  be 
expected  to  work.  Even  if  the  28  percent  of  workfare  demonstration  participants 
whose  Food  Stamp  benefit  rights  were  sanctioned  for  noncompliance  would 
have  all  remained  on  Food  Stamps  in  the  absence  of  such  sanctions,  only  8  in 
1000  Food  Stamp  households  would  be  affected.  Thus,  as  I  see  it,  relative  to  the 
real  economic  costs  of  setting  up,  administering,  and  policing  a  national  work- 
fare  plan  for  Food  Stamp  beneficiaries,  regardless  of  which  part  of  government 
pays  for  such  costs,  the  benefits  to  be  realized  fall  far  short  of  costs. 

While  I  realize  that  the  choices  before  you  are  not  easy  ones,  I  believe  that 
the  Committee  can,  with  the  help  of  their  knowledgeable  staff,  the  new  Census 
data,  the  Food  and  Nutrition  Service  at  USDA,  and  the  Congressional  Budget 
Office,  select  an  improved  package  of  budget  reductions  should  they  choose  to 
do  so. 

IV.  MULTIPLE  BENEFITS  AND  THE  FOOD  STAMP  "CAP" 

One  final  advantage  of  the  March  1980  CPS  data  is  its  reporting  of  multiple 
benefit  recipiency.  Using  this  data  in  a  judicious  fashion,  one  can  pinpoint  the 
number  and  type  of  families  who  are  likely  to  be  impacted  by  the  entire  set  of 
proposed  budget  reductions;  not  only  for  in-kind  programs  (e.g.  for  public 
housing,  or  Medicaid),  but  also  those  outlined  for  cash  income  assistance  pro- 
grams (e.g.  Aid  to  Families  with  Dependent  Children,  or  AFDC).  If  the  intended 
reductions  in  these  programs  are  approved,  the  Committee  should  realize  that 
they  may  also  have  substantial  indirect  effects  on  the  Food  Stamp  program  it- 
self. For  instance,  there  are  reports  that  the  administration  plans  to  reduce 
AFDC  benefits  in  order  to  account  for  the  fact  that  some  portion  of  the  AFDC 
budget  needs  standard  is  already  being  met  by  the  Food  Stamp  program.  House- 
holds receiving  benefits  from  AFDC,  who  are  also  eligible  for  Food  Stamps, 
will  in  all  probability  end  up  with  an  additional  30c  in  Food  Stamps  for  each 
dollar  reduction  in  AFDC  benefits.  The  March  1980  CPS  data  might  be  used  to 
estimate  the  probable  benefit  increase  from  such  a  change.  Similarly,  higher  than 
expected  unemployment  or  food  prices,  or  lower  than  expected  OASDHI  or  SSI 
benefit  increases,  may  also  raise  demands  for  Food  Stamps  above  budgeted 
amounts.  As  an  integral  part  of  our  social  "safety  net",  it  can  be  argued  that  this 
is  the  intended  purpose  of  the  program  itself.  The  point  of  this  discussion  is 
only  to  suggest  that  once  Food  Stamp  program  eligibility  requirements  are 
still  further  tightened  such  that  only  "truly  needy"  families  are  eligible,  a 
•cap"  on  Food  Stamp  outlays  should  not  be  necessary.  If  the  net  effect  of  the 
administration's  economic  recovery  plan  in  particular,  or  a  less  healthy  economy 
in  general,  is  to  generate  a  higher  than  expected  count  of  Food  Stamp  benefits 
or  beneficiaries  under  the  new  program  rules,  then  so  be  it.  We  must  all  be  pre- 
pared to  live  with  the  results  of  our  policy  prescriptions,  Republican  and  Demo- 
crat alike. 

That  concludes  my  prepared  remarks.  I  will,  of  course,  be  happy  to  answer 
any  questions  which  the  Committee  might  have. 

»In  the  Food  Stamp  Workfare  demonstrations,  (USDA/FNS/OPPE  Interim  Report  to 
Congress:  Food  Stamp  Workfare  Demonstration  Projects,  October  1980).  workers  were 
employed  for  22  hours  per  month,  which  at  the  current  minimum  wage,  implies  "earnings'' 
of  about  $74  per  month.  This  figure  can  be  compared  to  the  monthly  cost  estimates  cited 
here. 

"The  sites  in  the  original  workfare  experiment  were  self-selected  and  included  only  one 
large  urban  area.  i.e.  San  Diego,  which  hardly  represents  a  typical  Food  Stamp  household 
population.  Further  the  CETA  structure  was  used  in  part,  either  to  help  interview  and 
place  workfare  participants,  or  to  administer  workfare  per  se.  Without  the  CBTA  struc- 
ture, costs  of  administering  the  workfare  program  are  likely  to  increase  by  a  large  amount. 
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County  op  Washington, 
Department  of  Social  Services, 

Abingdon,  Va.,  April  IS, 1981. 
Hon.  Jesse  Helms, 
U.S.  Senate,  Dirksen  Building, 
Washington,  B.C. 

Dear  Senator  Helms  :  As  requested  by  your  staff,  I  have  attached  amended 
comments  we  made  recently  to  an  Agriculture  Subcommittee  on  the  House  side. 
Please  call  if  we  can  be  of  further  help. 
Very  truly  yours, 

G.  D.  Meade,  MSW,  Director. 
Enclosure. 

Statement  of  Marvin  E.  Slaughter,  Chairman,  Board  of  Social  Services, 
Washington  County,  Virginia 

My  name  is  Marvin  E.  Slaughter,  Chairman  of  the  Washington  County,  Vir- 
ginia Department  of  Social  Services.  I  wish  to  submit  the  following  written 
comments  to  the  U.S.  Senate  Agriculture  Committee. 

Washington  County,  Virginia  is  a  small  rural  county  of  45,000  residents  located 
near  the  rich  coalfield  deposits  of  Southwest  Virginia.  The  Food  Stamp  Program 
when  first  implemented  in  the  late  1960's  was  simple  to  administer  and  respon- 
sive to  needs  of  the  local  community.  In  just  over  a  dozen  years,  the  United 
States  Congress  and  the  Department  of  Agriculture  have  made  the  Food  Stamp 
rules  and  regulations  so  ridiculous  and  confusing  that  the  Program  is  currently 
inequitable  to  clients,  impossible  to  administer  and  on  a  runaway  course  that 
is  bound  to  contribute  to  the  bankruptcy  of  this  country. 

I  submit  some  suggestions  that  not  only  will  help  President  Reagan  dramatic- 
ally reduce  the  runaway  cost  of  the  Food  Stamp  Program  but  will  enable  the 
Program  to  continue  meeting  the  needs  of  the  truly  needy  in  this  country. 

Terminate  food  stamp  benefits  to  workers  on  strike.  Taxpayers  have  no  busi- 
ness intervening  between  employer  and  employee.  Labor  unions  should  subsidize 
and  maintain  their  own  membership  while  on  strike.  Citizens  on  the  street  in 
Washington  County  are  of  the  opinion  that  Congressmen  who  are  elected  by 
the  labor  block  are  paying  the  unions  back  through  food  stamp  benefits.  The 
American  citizen  needs  to  regain  faith  in  his  government.  Please  evaluate  this 
matter  carefully. 

Let's  reinstate  pride  in  work  instead  of  pride  in  getting  some  type  of  govern- 
ment dole.  Pass  a  work  rule  with  teeth,  not  like  the  watered  down  work  regis- 
tration requirement  currently  in  the  Food  Stamp  Program. 

Fraud  and  error  rates  are  on  the  increase  at  the  local  level.  If  you  don't 
change  the  rules  to  let  us  inquire  at  the  country  store  and  occasionally  stop 
by  the  client's  home  without  an  appointment,  those  citizens  who  want  to  cheat 
the  system  will  continue  to  draw  benefits,  work  on  the  side  and  get  paid  cash 
in  hand  at  the  end  of  each  work  day. 

On  the  local  level,  we  are  hearing  increased  rumblings  about  food  stamps 
being  discounted  or  sold  for  cash.  Beefing  up  USDA's  investigative  surveillance 
would  help  in  this  area. 

Also,  local  merchants  advise  us  that  more  and  more  food  stamp  recipients 
seem  to  be  intentionally  purchasing  small  items  for  the  change  so  that  they 
can  purchase  non-food  items.  Perhaps  the  old  due  bill  system  needs  re-evaluating. 

It  is  hard  to  believe  that  Congress  can  pass  and  publish  food  stamp  laws 
oa  just  a  few  pages  in  the  Federal  Register.  Yet  by  the  time  the  Department 
of  Agriculture  and  the  respective  States  get  through  with  their  interpretations, 
the  localities  are  faced  with  approximately  800  pages  of  rules  and  regulations. 
Currently  in  Washington  County  it  takes  55  pieces  of  paper  just  to  process 
one  food  stamp  case.  With  this  kind  of  paperwork,  perhaps  Virginia's  Welfare 
Commissioner  can  take  pride  in  bragging  that  the  Statewide  error  rate  in 
food  stamps  is  only  9.1  percent. 

Terminate  the  requirement  for  outreach  programs.  It  may  be  the  stigma 
and  embarrassment  at  the  grocery  counter  that  inhibits  some  people  from 
participating  in  the  Food  Stamp  Program  instead  of  their  lack  of  knowledge 
about  the  existence  of  the  Program. 
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Lastly,  in  a  broader  context  than  food  stamps,  there  is  a  contagions  disease 
lurking  throughout  this  land  in  the  Human  Service  Industry.  Ever  since  the 
Great  War  on  Poverty  beginning  in  the  1960s,  State  and  Local  bureaucrats 
honestly  believe  that  there  is  a  money  tree  growing  in  Washington,  D.C.  The 
thinking  syndrome  is  that  if  we  don't  go  get  and  spend  the  money,  someone 
else  will.  Bureaucrats  have  been  so  busy  running  to  Washington,  D.C.  and 
carrying  the  money  back  home,  that  they  could  care  less  about  the  cost  effec- 
tiveness of  local  human  service  programs. 

I  he  grantsmanship,  the  private  consultant  and  the  sum  sufficient  funding 
era,  may  need  retirement.  Perhaps  best  management  and  delivery  effectiveness 
can  be  achieved  through  reinstatement  of  specific  Block  Grants  to  the  states. 

Thank  you. 

Statement  of  Joan  Snider,  Food  Stamp  Supervisor,  Washington  County 
Department  of  Social  Services,  Abingdon,  Va. 

After  having  worked  with  the  Food  Stamp  Program  for  ten  years,  I  continue 
to  support  the  Program  and  feel  it  is  an  important  program  for  people  in  need. 
My  approach  to  my  job  is  as  a  person  who  is  concerned  both  professionally  and 
personally.  In  any  program,  there  are  strengths  and  weaknesses.  The  strengths 
by  far  outweigh  the  weaknesses  in  the  Food  Stamp  Program.  However,  the 
weaknesses  seem  to  be  the  areas  about  which  we  hear  the  most.  I  strongly  feel 
that  people  who  need  should  receive,  however,  it  is  my  belief  the  program  should 
be  examined  closely.  As  the  program  now  stands,  there  are  several  areas  in  which 
it  is  vulnerable.  As  an  employee  of  the  County  and  State,  it  is  my  responsibility 
to  administer  the  program  as  it  is  written.  My  years  of  experience  in  the  program 
have  provided  me  with  insight  into  areas  that  should  be  examined  in  greater 
depth.  I  would  like  to  present  to  you  areas  in  which  I  have  concern — areas  which 
lend  themselves  to  abuse  and,  which  need  revision. 

(1)  Elderly  and  disabled 

The  group  on  fixed  incomes  of  SSI  and  Social  Security  fall  under  the  maximum 
income  scales  and  are  not  eligible  for  more  than  $10.00  to  $15.00  of  Food  Coupons 
per  month. 

This  means  an  elderly  person  living  alone  with  an  adjusted  income  of  $199.00 
per  month  or  an  elderly  couple  with  an  adjusted  income  of  $392.00  per  month 
would  receive  $10.00  in  food  coupons.  With  rising  inflation  and  cost  of  living,  these 
people  are  greatly  limited. 

Recommendation. — Revise  the  scales  for  SSI  and  Social  Security  recipients  to 
allow  people  on  fixed  incomes  greater  participation  in  the  Food  Stamp  Program. 

(2)  Expedited  service 

The  expedited  service  regulation  is  a  most  difficult  area.  Under  this  regulation, 
the  Food  Stamp  Worker  is  required  to  verify  residency  and  identification.  Prac- 
tically, this  means  that  an  individual  can  present  himself  or  herself  to  the  Food 
Stamp  Worker  as  a  person  with  no  income.  The  Food  Stamp  Worker  is  required 
to  approve  this  person  for  maximum  benefits  within  a  two-day  period.  This  regula- 
tion is  greatly  abused  as  has  been  proven  in  the  past.  Individuals  move  from  one 
country  to  another  and  are  issued  multiple  allotments. 

Recommendation. — Eliminate  expedited  service  entirely. 

(3)  Zero  income 

This  regulation  allows  families  or  individuals  to  participate  at  the  maximum 
benefit  level  because  of  sero  income.  These  people  present  themselves  as  being 
totally  supported  by  family  meml>ers  or  friends.  Thus,  families  are  known  to  have 
received  maximum  benefits  for  several  years. 

Recommendation. — Allow  sero  purchase  for  a  period  of  (3)  months  at  which 
time  the  individual  or  family  would  be  denied  or  the  stated  support  being  regarded 
as  income. 

U)  Separate  cooking  and  eating 

Individuals  and  families  living  with  another  individual  or  family  unit  are 
eligible  for  food  coupons  if  they  report  separate  cooking  and  eating  arrangements. 
This  regulation  allows  anyone  over  18  years  of  age  to  participate  in  the  program 
even  though  he  resides  with  his  parents  whose  income,  for  example,  may  be 
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$40,000  or  more  a  year.  Also,  a  multiple  family  unit  can  receive  more  coupons 
assessed  separately  than  assessed  as  a  single  unit.  Coupons  may  be  issued  to  three 
different  family  units  in  a  single  household. 

Recommendation. — Individuals  living  in  the  same  household  should  be  re- 
garded as  a  single  family  unit. 

(5)  Boarders 

Under  this  regulation,  parents  are  eligible  for  food  coupons  even  though  a 
child  lives  in  the  home  whose  income  for  example  may  be  $40,000  a  year.  The 
parents  list  this  child  as  a  boarder  and  he/she  is  required  to  pay  $70.00  a  month 
for  room  and  board  and  the  eligibility  worker  is  to  disregard  all  assets  of  the 
individual. 

Recommendation. — Households  should  be  regarded  as  a  single  unit. 

(6)  Work  registration 

In  its  present  form,  the  work  registration  regulation  is  ineffective.  Ineffec- 
tiveness is  a  result  of  the  lack  of  availability  of  jobs,  and/or  a  lack  of  enthusiasm 
of  the  Employment  Commission  working  with  Food  Stamp  recipients.  How- 
ever, if  employment  is  offered,  there  now  exists  some  nine  "Good  Cause"  rea- 
sons which  can  be  used  to  refuse  job  offers. 

Recommendation. — The  Work  Fare  Pilot  Program  should  be  monitored  for 
possible  replacement  of  the  work  registration  regulation. 

(7)  Fraud 

Abuse  of  the  Food  Stamp  Program  does  exist.  Some  reasons  for  abuse  are : 

(a)  Home  visits  are  not  allowed  without  an  appointment. 

(b)  Lack  of  pertinent  support  information  due  to  the  Privacy  Act. 

(c)  Elasticity  of  current  rules  and  regulations. 

(d)  Formalized  efforts  to  disseminate  information  as  to  the  most  effective 
methods  to  manipulate  the  Food  Stamp  Program. 

(e)  Increased  demands  of  staff  often  preclude  in-depth  examination  of  com- 
plicated cases. 

Recommendation. — Mandatory  requirement  that  each  local  agency  employ  a 
fraud  investigator.  Presently,  staff  time  and  expertise  does  not  allow  adequate 
follow-up  on  complaints  or  suspicions  of  fraud. 

(8)  Gross  income 

Current  regulations  require  numerous  deductions  and  assessments  of  income. 

This  complicated  exercise  allows  for  both  worker  and  client  errors. 

Recommendation. — Increase  monthly  income  scales  with  gross  income  being 
the  income  criteria  for  eligibility. 

This  recommendation  would  simplify  the  administration  of  the  Food  Stamp 
Program,  eliminate  both  worker  and  client  errors  and  would  be  more  time  and 
cost  efficient. 

(9)  Strikers  and  job  dismissal 

A.  Strikers — Presently,  strikers  are  potentially  eligible  for  Food  Stamp  par- 
ticipation. It  would  appear  that  strikers  should  be  included  under  the  Volun- 
tary Quit  regulation.  The  Voluntary  Quit  regulation  states  that  an  individual 
who  voluntarily  leaves  his/her  employment  without  "Good  Cause"  will  be  denied 
participation  for  a  two  month  period.  It  is  difficult  for  the  worker  to  assess  "Good 
Cause"  in  the  administration  of  this  regulation. 

B.  Job  Dismissal — An  individual  who  is  fired  from  employment  is  eligible  for 
food  stamp  participation.  It  would  appear  that  such  an  individual  should  be 
included  under  the  Voluntary  Quit  regulation.  As  the  regulation  now  stands, 
an  individual  who  is  fired  from  a  position  has  an  advantage  over  the  individual 
who  has  voluntarily  left  employment. 

Recommendation. — The  Voluntary  Quit  Regulation  should  apply  to  both  A  &  B. 

I  greatly  appreciate  the  opportunity  to  present  these  issues  to  you.  As  stated 
previously,  I  support  the  Food  Stamp  Program  and  I  am  most  interested  in  its 
continued  support. 

This  presentation  has  identified  some  areas  of  the  Food  Stamp  Program 
which  need  examination  and  revision.  These  recommendations  would  allow  con- 
tinued support  for  the  truly  needy,  elderly  and  disabled,  and  would  allow  for 
more  efficient  and  equitable  administration  of  the  Food  Stamp  Program. 
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Statement  of  Hon.  Bob  Dole,  a  U.S.  Senator  From  Kansas 

Mr.  Dole.  Mr.  Chairman  and  Members  of  the  Senate  Committee  on  Agriculture, 
Nutrition  and  Forestry,  I  am  pleased  to  be  here  this  morning,  as  I  was  not  able  to 
attend  the  initial  hearing  on  the  food  stamp  program  that  was  held  on  March  16th. 
I  would  like  to  welcome  all  the  witnesses  that  we  have  lined  up  for  today,  and  I  look 
forward  to  hearing  the  testimony  that  you  will  present  to  the  committee.  I  especial- 
ly welcome  those  who  have  travelled  long  distances  in  order  to  be  with  us,  and  I 
apologize  for  the  inconvenience  that  may  have  occurred  in  your  respective  travel 
schedules  as  a  result  of  the  necessity  to  postpone  the  hearings  on  Monday  due  to 
action  on  the  budget  resolution. 

I  think  everybody  in  America  today  is  aware  of  the  general  state  of  our  country's 
economy  and  would  like  to  see  some  significant  reductions  in  Federal  spending.  We 
in  Congress  have  a  responsibility  to  see  that  we  reduce  the  burden  on  the  taxpayer 
and  at  the  same  time  protect  those  individuals  within  our  society  who  depend  most 
on  benefits  from  Federal  programs. 

During  the  coming  weeks,  I  plan  to  work  closely  with  members  of  this  committee, 
in  particular  the  distinguished  chairman  from  North  Carolina  and  the  distinguished 
Senator  from  Vermont  who  serves  as  ranking  minority  member  on  the  nutrition 
subcommittee  to  design  legislative  changes  that  will  attempt  to  minimize  the  impact 
of  proposed  cuts  in  the  nutrition  area.  Since  the  original  food  stamp  act  of  1964,  the 
Food  Stamp  Program  has  grown  from  a  level  of  $30.5  million  to  an  annual  cost  of 
$11.1  billion  projected  for  this  fiscal  year.  Because  of  the  high  price  tag,  it  is  only 
natural  that  the  food  stamp  program  will  attract  a  lot  of  attention  and  undergo 
close  scrutiny  from  time  to  time.  Part  of  the  reason  for  the  massive  increase  in  cost 
of  this  program  has  been  the  incredible  rate  of  food  inflation  and  rising  unemploy- 
ment. A  significant  increase  in  program  participation  occurred  when  the  purchase 
requirement  was  eliminated  back  in  1977.  As  a  result  of  the  EPR,  participation  in 
the  most  rural  areas  increased  by  about  42  percent,  while  participation  in  the 
largest,  most  urban  areas  increased  only  8  percent.  Between  February  of  1978  and 
April  of  1979,  households  headed  by  elderly  persons  (65  or  older)  increased  by 
approximately  32  percent,  while  non-elderly  households  increased  by  only  about  14 
percent. 

As  our  economy  has  declined  over  the  last  several  years,  more  and  more  people 
have  become  dependent  upon  food  stamp  benefits  to  make  ends  meet.  However, 
because  of  the  rising  costs  of  other  necessities  such  as  shelter,  energy  and  transpor- 
tation, the  food  stamp  program  has  become  more  of  an  income-transfer  program 
than  a  supplemental  nutrition  program. 

During  this  session  of  Congress,  we  must  not  only  consider  the  reauthorization  of 
the  food  stamp  program  in  conjunction  with  the  farm  bill,  but  we  must  also 
implement  certain  savings  proposals  in  order  to  slow  the  rapid  growth  and  ensure 
that  this  program  continues  to  serve  as  the  supplemental  nutrition  program  it  was 
intended  to  be.  Throughout  our  consideration  of  food  stamp  legislation  and  budget 
cuts,  I  suggest  that  we  go  about  making  changes  in  this  program  with  a  great 
amount  of  sensitivity  to  out  nation's  low-income  citizens,  as  well  as  an  appreciation 
for  the  good  that  this  program  has  accomplished  over  the  years  by  significantly 
reducing  the  incidence  of  domestic  hunger  and  malnutrition. 

We  who  have  been  blessed  by  plenty  do  not  like  to  think  about  the  possibility  of 
the  existence  of  hungry  Americans — we  do  not  like  to  think  that  in  the  midst  of  the 
bountiful  resources  and  great  wealth  which  this  nation  enjoys,  there  can  be  malnu- 
trition and  even  starvation.  Unpleasant  as  the  thought  might  be,  we  do  have  to 
realize  that  poverty  is  a  reality,  and  we  must  do  our  best  to  channel  our  resources 
to  those  who  most  need  our  help. 

It  is  important  for  us  to  give  credit  to  the  effective  job  that  this  program  has 
performed  for  our  citizens  as  well  as  dwelling  on  aspects  of  fraud  and  abuse  which 
are  brought  to  our  attention  from  time  to  time. 


Remarks  op  Senator  Patrick  Leahy  Concerning  the  Testimony  op  the 
General  Accounting  Office 

Mr.  Chairman,  I  am  afraid  that  I  cannot  let  an  important  part  of  the  GAO 
testimony  stand  unchallenged.  I  believe  that  GAO  has  presented  testimony  today 
which  is  inaccurate  in  its  representation  of  the  plight  of  most  low-income  Ameri- 
cans. I  also  believe  that  the  1978  report  upon  which  this  testimony  is  based  includes 
major  errors  in  its  calculation  of  the  amount  of  food  assistance  benefits  that  low- 
income  Americans  receive.  I  would  like  now  to  set  the  record  straight. 
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(1)  On  page  2  of  its  testimony,  GAO  asserts  that  some  needy  households  could 
receive  more  in  food  benefits  than  the  average  amounts  American  families  of 
comparable  size  spend  on  food. 

It  is  my  understanding  that,  even  under  GAO's  faulty  scheme  for  measuring  the 
value  of  benefits,  its  finding  that  needy  households  actually  receive  as  much  in  food 
benefits  as  the  average  family  spends  on  food  is  highly  questionable.  While  GAO 
may  have  found  isolated  examples  or  individual  families  for  whom  this  appeared  to 
be  true  when  GAO's  flawed  methodology  for  valuing  food  benefits  is  used,  the  sole 
instance  in  which  GAO  found  a  category  of  families  for  which  this  was  true  was  for 
a  group  of  households  with  six  or  more  members.  However,  this  finding  was  based 
on  an  aberration  in  GAO's  data.  GAO's  very  limited  sample  included  only  four 
households  with  six  or  more  members,  and  one  of  these  was  a  household  of  16 
members.  This  resulted  in  an  exaggeration  in  the  sample  of  the  amount  of  benefits 
households  of  six  or  more  members  ordinarily  receive. 

In  its  report,  GAO  acknowledged  that  its  finding  on  households  of  six  or  more 
persons  might  be  invalid.  Today's  testimony  does  not. 

(2)  GAO's  testimony  states  that  benefit  amounts  in  sample  cases  ranged  from  104 
percent  to  192  percent  of  the  amount  a  household  would  need  purchase  a  Thrifty 
Food  Plan  diet. 

What  GAO  failed  to  state  is  that  for  the  vast  majority  of  its  sample  (65  of  95  total 
cases),  GAO  found  that  households  received  less  than  100  percent  of  the  Thrifty 
Food  Plan  in  federal  benefits,  even  under  GAO's  own  procedure  for  measuring  the 
value  of  benefits. 

Also,  I  would  point  out  that  GAO's  sample  was  drawn  from  an  area  which  is  not 
representative  of  the  country  as  a  whole.  The  sample  was  taken  in  California,  where 
AFDC  and  SSI  benefits  (which  are  included  in  GAO's  calculations  of  food  benefits) 
are  far  above  the  national  average. 

In  addition,  school  breakfasts  and  WIC  were  available  in  this  area.  Two-thirds  of 
all  schools  in  the  country  have  no  breakfast  program,  and  many  counties  have  no 
WIC  program. 

(3)  GAO  incorrectly  assigned  values  to  many  of  the  food  assistance  benefits. 
GAO  counted  the  entire  federal  reimbursement  for  free  lunches  and  breakfasts  as 

a  food  benefit,  rather  than  just  the  amount  which  goes  for  food.  Between  one-third 
and  one-half  of  the  reimbursement  for  lunch  goes  for  labor,  administrative  and 
other  overhead  costs.  The  amount  counted  by  GAO  exceeded  by  over  50  percent  the 
average  school  lunch  charge  for  non-poor  children. 

As  a  result  of  this  improper  valuation  of  school  lunches,  GAO,  ended  up  assigning 
a  value  for  school  lunch  which  equaled  about  60  percent  of  the  daily  cost  of  the 
Thrifty  Food  Plan  at  that  time.  This  is  despite  the  fact  that  school  lunch  is  supposed 
to  provide  only  about  one-fourth  of  a  child  s  daily  calories  and  one-third  of  a  child's 
daily  nutrients. 

Under  GAO's  scheme,  a  child  receiving  a  free  lunch  would  have  been  considered 
to  have  received  more  than  100  percent  of  the  Thrifty  Food  Plan  for  that  day  if  he 
or  she  spent  a  total  of  56  cents  in  federal  benefits  to  purchase  breakfast  and  dinner. 

If  a  child  had  received  a  free  breakfast  and  lunch,  GAO  would  have  scored  that 
child  as  receiving  over  100  percent  of  the  Thrifty  Food  Plan  in  benefits  that  day  if 
11  cents  or  more  in  federal  benefits  were  spent  on  dinner. 

GAO  also  overpriced  WIC  benefits  by  21  percent.  The  1978  report  clearly  states 
that  GAO  utilized  the  "maximum  amount"  listed  on  the  WIC  voucher,  rather  than 
the  amount  actually  spent  by  participants.  During  the  month  of  GAO's  review,  the 
maximum  amount  printed  on  WIC  vouchers  in  California  exceed  the  actual  amount 
for  which  the  vouchers  were  redeemed  by  21  percent. 

GAO  assigned  a  value  for  free  special  milk  which  was  9  percent  higher  than  the 
national  average  reimbursement  for  free  milk  at  that  time.  While  the  GAO  did  not 
price  the  free  milk  incorrectly  for  Oakland,  California,  this  is  another  example  of 
where  the  findings  were  not  representative  of  the  nation  as  a  whole.  Also,  the  GAO 
report  was  conducted  at  a  time  when  an  additional  free  milk  had  to  be  offered  to 
children  receiving  free  lunches.  This  is  no  longer  the  case. 

GAO  assigned  a  high  value  to  hot  lunches  served  in  the  elderly  nutrition  pro- 
gram, equal  to  over  70  percent  of  the  daily  costs  of  the  Thrifty  Food  Plan.  The  value 
assigned  to  these  lunches  by  GAO  would  have  left  only  39  cents  for  an  indigent 
elderly  person  to  feed  himself  breakfast  and  dinner,  and  still  remain  within  the 
Thrifty  Food  Plan. 

Also,  GAO  failed  to  recognize  that  some  elderly  persons  pay  for  part  of  these 
meals  and  that  most  do  not  participate  five  days  a  week. 

(4)  And  finally,  GAO  has  improperly  included  AFDC  and  SSI  benefits  in  its 
calculation  of  food  assistance  benefits. 
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AFDC  and  SSI  do  not  duplicate  food  stamps  because  income  from  1 
is  counted  in  determined  eligibility  and  benefit  levels  for  food  stamps. 

Even  if  part  of  AFDC  and  SSI  benefits  are  considered  food  assistance.  GAO  1 
used  the  wrong  measure.  The  Food  Stamp  Program  assumes  that  30  percent  of  j 
income  will  be  spent  on  food.  GAO  incorrectly  utilized  a  gross  income 
regard  to  AFDC  and  SSI. 

Furthermore,  it  is  incorrect  to  assume  that  SO  percent  of  AFDC 
available  for  food. 

Most  states  set  their  AFDC  benefit  levels  knowing  full  well  what  food 
benefits  are  available.  I  know  that  in  Vermont,  we  certainly  would  not  p 
payments  in  excess  of  what  a  family  needs  for  food.  And,  when  the  maximum  AFDC 
benefit  levels  in  many  states  are  considered  ($120  a  month  for  a  family  of  four  in 
Mississippi,  $140  in  Texas,  and  similar  amounts  in  several  other  states),  it  is  highly 
unlikely  that  families  in  these  states  would  have  any  AFDC  money  left  over  for  food 
after  shelter,  clothing,  transportation  and  other  necessities  are  paid  for. 

In  summary,  Mr.  Chairman,  I  do  not  believe  that  GAO's  testimony  serves  the 
Committee  well.  At  the  outset,  GAO  failed  to  mention  that  combined  federal  bene- 
fits to  most  of  the  low-income  people  in  its  sample  were  equal  to  less  than  100 
percent  of  the  Thrifty  Food  Plan.  In  addition,  GAO  has  seriously  overstated  the  true 
value  of  the  various  benefit  programs  to  low-income  persons, 

Clearly,  GAO's  analysis  is  not  wholly  accurate.  Over  half  of  the  states  par 
combined  AFDC  and  food  stamp  benefits  of  75  percent  of  the  poverty  line  or  leas,  ft 
is  likely  that  few,  if  any,  of  America's  poor  are  now  receiving  food 
benefits  in  excess  of  their  true  needs. 

Mr.  President,  every  member  of  this  Committee  recognizes  the  need  to  < 
waste  in  the  Food  Stamp  Program  and  our  responsibility  to  carefully  sen 
costs  for  possible  savings.  But  it  is  critically  important  that  we  have  accurate  i 
unbiased  studies  and  data  if  this  year's  budget  cuts  in  the  Food  Stamps  program  are 
to  have  their  intended  effects  of  reducing  federal  spending  while  ensuring  that  no 
deserving  Americans  go  hungry. 


Statement  of  Hon.  John  C.  Stennis,  a  U.S.  Senator  From  Mmbmbiph 

Mr.  Chairman  and  Members  of  the  Committee,  I  greatly  appreciate  this  opportu- 
nity to  present  this  statement  to  you.  I  know  that  the  question  of  what  should  be 
done  with  respect  to  the  food  stamp  program  is  very  difficult  and  has  been  the 
subject  of  intense  consideration  by  this  and  other  Committees.  It  involves  both 
human  and  financial  problems  and  considerations. 

Let  me  say  first  and  emphatically  that  it  is  entirely  clear  in  my  mind  that  it 
would  be  absolutely  unwise  and  unfair  to  eliminate  or  cut  the  heart  out  of  the  food 
stamp  program.  However,  there  is  general  agreement  in  the  Congress  that  it  is 
necessary  and  essential  that  some  action  be  taken  to  lower  and  put  a  limit  on  the 
cost  of  the  program.  The  votes  of  the  Senate  on  the  Reconciliation  Resolution  and 
the  First  Concurrent  Budget  Resolution  have  made  this  clear. 

It  is  useful  to  look  at  the  facts.  Food  stamp  benefits,  which  average  about  $40  per 
month  per  person,  now  go  to  one  out  of  every  ten  Americans.  These  22  million  food 
stamp  recipients  are  among  the  poorest  people  in  America.  More  than  half  of  the 
food  stamp  households  had  annual  incomes  of  less  than  $3,600. 

In  the  State  of  Mississippi  an  even  higher  percentage  of  the  population  is  on  the 
food  stamp  program.  Five  hundred  thousand  persons,  or  about  20  percent  of  all 
Mississippians,  are  on  the  food  stamp  rolls.  This  is  a  fact  of  life.  It  gives  me  no 
pride.  In  fact,  I  wish  there  were  no  Mississippians  with  incomes  low  enough  to 
qualify  for  food  stamps.  The  facts,  however,  are  as  I  have  outlined. 

For  these  and  other  reasons,  I  emphasize  that  I  have  absolutely  no  desire  to 
abolish  or  hamstring  the  food  stamp  program.  Nutrition  requirements  and  the 
painful  human  fact  of  hunger  make  it  absolutely  necessary  that  it  be  continued  for 
the  truly  needy  in  some  form.  There  is,  as  far  as  I  know,  no  serious  movement  in 
the  Congress  to  completely  eliminate  this  program. 

However,  something  must  be  done  very  soon  to  halt  and  control  the  spiraling  cost 
of  the  food  stamp  program.  When  this  program  was  commenced  in  fiscal  year  1905, 
the  cost  was  about  $36.5  million.  For  fiscal  year  1981  the  cost  is  estimated  at  $10.3 
billion;  and,  unless  action  is  taken,  the  cost  will  reach  $12.5  billion  in  fiscal  year 
1982. 

As  I  have  said,  I  support  the  continuance  of  a  food  stamp  program  in  some  form. 
However,  I  certainly  do  not — indeed,  I  cannot — support  a  program  operated  and 
administered  as  it  is  now  and  as  it  has  been  for  the  past  few  years.  The  history  of 
the  program  is  a  seemingly  unending  spiraling  of  program  costs. 
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One  of  the  first  steps  that  should  be  taken  is  to  tighten  up  the  regulations,  and,  if 
necessary,  the  law,  so  as  to  reduce  the  amount  of  abuse,  waste,  and  fraud  in  the 
program.  The  reports  that  have  been  brought  to  my  attention  and  conversations 
which  I  have  had  have  convinced  me  that  the  program  is  so  mismanaged,  loosely 
administered,  and  poorly  controlled  that  fraud  and  abuse  are  inevitable  and,  in  fact, 
are  widespread.  The  Agriculture  Department  itself  estimates  that  10  percent  of  the 
food  stamp  benefits  are  overissued,  which  is  to  say  that  people  get  that  amount 
more  than  they  are  entitled  to.  It  is  high  time  that  we  make  the  necessary  changes 
and  take  positive  steps  to  bring  this  program  under  control. 

Administrative  and  enforcement  actions  can  be  taken  at  the  state  and  local  levels 
to  reduce  fraud,  abuse,  and  error.  This  should  be  done.  The  state  and  local  officials 
should  police  the  programs,  investigate  cases  of  fraud  and  waste,  take  aggressive 
actions  to  lower  the  rates  of  error,  and  otherwise  prevent  abuse  of  the  program.  I 
hope  this  will  be  done.  If  it  is,  it  will  have  a  very  beneficial  effect  and  will  result  in 
significant  savings  of  the  taxpayers'  dollars. 

In  the  earlier  version  of  the  program,  recipients  had  to  pay  some  of  their  own 
money  in  order  to  obtain  food  stamps  of  a  larger  value.  In  other  words,  recipients 
had  to  "buy"  stamps  at  that  time.  Congress  eliminated  this  purchase  requirement  in 
1977.  When  this  was  done  almost  3  million  additional  people  were  added  to  the  food 
stamp  rolls.  Restoring  the  purchase  requirement  would  reduce  the  number  of  per- 
sons participating  in  the  food  stamp  program  and  save  about  $1.4  billion  in  1982, 
according  to  an  estimate  by  the  Congressional  Budget  Office. 

Consideration  should  also  be  given  to  lowering  the  maximum  income  limit  for 
persons  receiving  benefits.  Under  existing  law,  people  are  eligible  for  food  stamps  if 
their  income  is  at  or  below  the  federal  poverty  level  of  $7,450  per  year  for  a  family 
of  four.  Since  recipients  can  deduct  various  amounts,  such  as  an  $85  standard 
monthly  deduction,  in  computing  their  income,  in  actual  practice  the  income  limit  is 
much  higher.  A  family  of  four  can  have  an  income  of  up  to  $12,312  and  still  get  food 
stamps  under  existing  law.  If  the  law  was  changed  and  all  of  the  deductions  were 
eliminated,  the  maximum  income  would  revert  to  $7,450.  This  would  eliminate  some 
2  million  of  the  higher  income  recipients  from  the  program  and,  according  to  the 
Congressional  Budget  Office,  would  save  about  $495  million  a  year. 

Another  provision  which  should  be  considered  seriously  is  to  require  able-bodied 
recipients  to  perform  work  in  exchange  for  their  food  stamp  benefits.  This  program 
is  known  as  workfare."  Many  people,  I  am  sure,  would  drop  out  of  the  program  if 
forced  to  work  in  order  to  obtain  the  food  stamps.  I  understand  that  the  Agriculture 
Department  has  some  fourteen  "workfare"  demonstration  projects  under  way 
around  the  country  and  that  early  indications  are  that  "workfare '  leads  to  signifi- 
cant drops  in  the  food  stamp  rolls,  at  least  in  some  areas. 

There  are  other  changes  which  could  be  suggested,  Mr.  Chairman.  I  am  sure  they 
will  be  considered  by  this  Committee.  The  important  fact  is  that  there  is  a  strong, 
general  interest  in  spending  reductions  and  cut-backs  in  social  programs,  specifical- 
ly including  the  food  stamp  program.  I  believe  that  spending  for  food  stamps  should 
be  brought  under  control  and  significantly  reduced.  At  the  same  time,  I  do  not 
believe  that  there  should  be  radical  changes  or  excessive  reductions  in  the  program 
prompted  by  over-zealous  reform. 

The  sad  fact  which  cannot  be  escaped  is  that  many  people  are  now  wholly  or 
substantially  dependent  on  food  stamps  and  other  welfare  programs  for  minimum 
levels  of  sustenance  and  nutrition.  These  are  mostly  the  very  young  and  the  very 
old.  Most  have  few,  if  any,  assets.  These  facts  establish  that  the  food  stamp  program 
is  important — even  essential — to  large  portions  of  the  American  population.  Howev- 
er, the  program  cannot  be  allowed  to  operate  in  the  manner  and  at  the  cost  it  does 
today.  This  is  a  runaway  program.  It  is  not  limited  to  the  needy.  The  cost  must  be 
brought  under  control.  The  time  to  start  is  now. 


State  of  Alaska, 
Office  of  the  Governor, 

Juneau,  March  20,  1981. 
Hon.  Jesse  A.  Helms, 

Chairman,  Senate  Committee  on  Agriculture,  Nutrition,  and  Forestry,  U.S.  Senate, 
Dirksen  Senate  Office  Building,  Washington,  D.C. 
Dear  Chairman  Helms:  With  this  letter  I  am  submitting  formal  testimony  detail- 
ing my  Administration's  concerns  and  recommendations  regarding  the  Food  Stamp 
Act  of  1977.  In  my  prior  correspondence  of  February  17,  1980, 1  sought  to  make  you 
aware  of  these  concerns  and  the  action  we  were  taking  to  correct  policy  and 
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pr~4?r3mmatic  difficulties  created  by  the  Act  and  its  attendant  regulations*  Indeed* 

the.  ->n«pnai  purpose  of  the  19ti4  Act — that  of  ensuring  adequate  nutrition  far  the 

needy— has  become  so  distorted  by  subsequent  statutory  and  regulatory  < " 

actual  needs  have  become  secondary  to  the  broad  policy  of  providing  mare  t 

more  client*  within  ever  shorter  time  frames.  In  Alaska,  these  <  * 

to  the  disadvantage  of  the  truly  needy  and  have  so  overburdened  program  i 

tion  that  it  is  becoming  increasingly  impossible  to  manage  the  program  in 

effective,  equitable  manner 

Several  weeks  ago.  I  petitioned  Secretary  Block  for  immediate  i 
cation  of  regulations  and  policies  that  would  allow  Alaska  to  operate  the  food: ! 
program  more  effectively.  Members  of  our  respective  staffs  have  met.  and  I  am  i 
pleased  with  the  positive  tone  emanating  from  these  meetings.  We  will  < 
work  with  the  Administration,  and  in  view  of  the  very  cooperatri 
believe  positive  results  will  occur. 

In  addition  to  regulatory  change,  revisions  to  the  Food  Stamp  Act  j 
essential  if  Alaska  and,  indeed  all  states  are  to  operate  an 
delivering  necessary  services  to  the  needy  with  a  minimum  of  i 

The  speed  at  which  the  Committee  has  moved  to  address  these  i 
precludes  completing  our  discussions  with  the  Administration  prior  to  the  time  the 
hearings  on  the  Food  Stamp  Act  are  concluded  We,  therefore,  feel  it  heperssive 
that  the  Committee  be  aware  of  our  position,  and  ask  that  this  testimony  be  euteied 
in  the  record  so  Alaska's  concerns  and  recommendations  are  included  as  work  on 
the  legislation  progresses. 

I  would  be  most  happy  to  make  the  services  of  my  aides  available  to  Committee 
staff  for  any  support  and  assistance  that  can  be  provided  Carole  Burger,  my  Special 
Assistant  for  policy  in  this  area,  will  be  my  contact  on  this  issue.  She  wfll  be  in 
contact  with  your  staff  in  the  near  future. 
Sincerely, 

J  at  S.  Hammond,  i 

Enclosure. 

Statement  of  Hon.  Jat  S.  Hammond,  Governor  op  Alaska 

The  Food  Stamp  Program  began  in  1964  and  initially  had  a  two-fold  ] 
maintain  farm  prices  and  to  distribute  food  in  order  to  improve  the 
levels  of  low  income  persons.  The  Alaska  Legislature  adopted  the  Pood 
Program  in   1968  for  the  purpose  of  providing  this  food  supplement  benefit  to 
Alaska's  indigents. 

By  1977  the  program  had  begun  to  change,  both  in  character  and  in  sise.  The 
Food  Stamp  Act  of  1977  dramatically  redirected  program  philosophy  from  a  pro- 
gram originally  designed  to  supplement  and  improve  nutrition  of  low  income  per- 
sons to  a  primary  emergency  food  distribution  program.  This  change  has  crippled 
program  administration,  and  in  many  cases  works  to  the  disadvantage  of  Alaska's 
truly  needy. 

Policy  established  by  the  Act  and  accompanying  regulations  are  running  headlong 
into  conflict  with  two  of  my  longstanding  objectives  of  public  assistance.  They  are: 
(1)  to  deliver  financial,  food  and  medical  assistance  to  needy  Alaskans,  while  at  the 
same  time  not  fostering  an  environment  for  unnecessary  government  dependence, 
and  (2)  to  deliver  needed  services  in  an  efficient,  effective  manner  with  minimal 
administrative  cost.  In  the  past  two  years,  Alaska  has  seen  the  food  stamp  program 
triple  in  size  while  becoming  increasingly  impossible  to  manage  in  an  effective, 
equitable  manner.  In  Alaska,  this  program  encourages  seasonal  influx  on  non- 
residents, many  of  whom  are  young  people  who  have  become  mcreasirigly  dependent 
on  government  aid  programs  as  an  alternative  life  style.  The  public  has  expressed 
outrage  at  seeing  increasing  numbers  of  idle,  vacationing  or  adventuring  youth 
include  food  stamps  in  their  plans  and  receive  them  within  hours,  while  working, 
but  poor  families  wait  weeks  for  benefits.  Nevertheless  we  have  been  compelled  to 
continually  add  more  staff  and  resources  to  this  program,  in  order  to  maintain  those 
truly  in  need.  The  following  table  of  information  that  presents  the  growth  in  the 
food  stamp  program  from  1977  through  1980  illustrates  the  cumulative  effect  of 
statutory  and  regulatory  changes. 

FOOD  STAMP  PARTICIPATION 

Date  Total  cases       Total  penons      Total  v*e  cases 

1977: 

Total $7,4673W 

Average 3,167  9.916  622.282 
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FOOD  STAMP  PARTICIPATION— Continued 


Date  Total  cases       Total  persons      Total  value  coupons 

1978: 

Total 8,788,953 

Average 3,984  12,606  732,412 

1979: 

Total 15,902,151 

Average 8,225  23,921  1,325,179 

1980: 

Total 28,036,857 

Average 12,893  36,600  2,336,405 

The  provisions  of  the  food  stamp  program  that  most  directly  have  contributed  to 
the  growth  of  the  Alaskan  program  or  have  hampered  administration  of  the  pro- 
gram are: 

1.  The  definition  of  a  "household"  as  it  applies  to  participation  in  the  food  stamp 
program. 

2.  The  food  stamp  program  entitlements  to  "expedited  services"  are  so  sweeping 
that  they  encompass  more  than  50  percent  of  all  Alaskan  food  stamp  applicants. 

3.  Food  stamp  eligibility  rules  contmue  to  be  different  from  those  for  the  federal 
AFDC  program  requiring  specialization  of  workers,  additional  training,  and  dupli- 
cated eligibility  calculations  for  combined  cases,  and  confusion  by  clients  and  staff. 

4.  Food  stamp  rules  tie  the  State's  hands  in  dealing  with  program  abuse  by 
recipients  of  benefits  by  not  permitting  mandatory  payback  or  outright  termination 
of  the  program  benefits  to  individuals  or  families. 

5.  In  the  face  of  enormous  caseload  increases,  federal  rules  continue  to  require  a 
full-time  outreach  effort  solely  for  the  food  stamp  program.  This  precludes  effective 
use  of  staff  for  such  efforts  as  coordinating  information  services  for  all  our  State/ 
federal  assistance  programs. 

6.  Federal  rules  create  serious  inequities  by  failing  to  recognize  the  substantially 
higher  food  costs  in  rural  Alaska  as  compared  to  urban  Alaska.  For  seven  years  we 
have  attempted  to  secure  a  separate  coupon  allotment  standard  for  rural  Alaskans 
to  no  avail. 

7.  Alaska  has  used  a  statewide  network  of  fee  agents  to  assist  in  bringing  the 
program  to  rural  villages  which  could  not  be  served  by  regional  or  district  offices. 
While  recently  approved  in  regulation,  a  legal  base  in  statute  would  remove  the 
possibilities  of  withdrawal  of  approval  through  the  regulatory  process. 

8.  Current  requirements  for  applicants  to  pursue  employment  or  training  to  make 
employment  more  likely  are  not  effective. 

9.  Methods  for  levying  fiscal  penalties  on  states  based  on  non-achievement  of 
target  error  rates  fail  to  recognize  the  realities  under  which  the  program  must  not 
operate  in  Alaska.  We  believe  a  quality  control  plan  should  be  required,  however 
sanctions  should  not  be  tied  to  specific  error  rate  reductions  based  on  certain 
national  averages  which  are  not  cognizant  of  the  unique  Alaskan  conditions. 

In  order  to  correct  these  deficiencies,  my  administration  is  proposing  ten  changes 
in  the  Food  Stamp  Act  of  1977  in  order  to  improve  the  program  and  make  the 
delivery  of  food  stamp  benefits  fair  and  equitable  to  all  Alaskans,  and  to  reduce 
potential  abuse. 

Currently  50  percent  of  the  State's  food  stamp  recipients  are  eligible  to  receive 
expedited  service  regardless  of  the  degree  to  which  they  actually  need  to  receive 
benefits  quickly.  We  propose  an  amendment  which  emphasizes  "need"  under  crite- 
ria established  by  the  state  rather  than  "need"  determined  by  irrelevant  and  highly 
technical  federal  income  requirements.  This  change  would  provide  needed  flexibility 
for  States  to  determine  families  entitled  to  expedited  service. 

Because  of  the  State's  unique  geography  and  economy,  many  Alaskans  have  little 
sustained  income  but  significant  resources  and,  as  a  result,  proposals  to  base  expe- 
dited services  upon  gross  income  are  inadequate.  A  state  standard  will  also  permit 
consideration  of  the  household's  available  resources. 

Inequities  exist  because  one  standard  food  stamp  allotment  table  must  serve  the 
entire  state  regardless  of  the  vast  cost  of  living  differentials  that  exist  within  the 
state.  The  second  proposed  change  to  amend  the  Food  Stamp  Act  specifically  identi- 
fies this  problem  in  Alaska  and  instructs  the  Secretary  of  Agriculture  to  consider 
significant  variations  in  the  cost  of  food  within  the  state. 

Surveys  conducted  by  the  Cooperative  Extension  Service  of  the  University  of 
Alaska  have  indicated  that  food  costs  in  the  regional  centers  of  Bethel,  Nome, 
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Dillingham,  and  Barrow  have  ranged  from  144  percent  to  180  percent  of  Anchorage 
prices.  This  variation  among  different  areas  of  Alaska,  now  utterly  ignored,  must  be 
addressed  if  the  Food  Stamp  Program  is  to  achieve  its  objective  of  providing  a 
nutritionally  adequate  diet  throughout  the  forty-ninth  state. 

The  third  proposed  change  would  change  the  income  consideration  from  one  of  a 
projected  income  to  a  retrospective  budget  that  would  consider  actual  income  re- 
ceived rather  than  estimated  future  income.  This  would  bring  the  Food  Stamp 
Program  more  in  line  with  the  administration  of  other  programs  and  the  amend- 
ment specifically  addresses  the  need  for  consistency  between  the  food  stamp  and 
Aid  to  Families  with  Dependent  Children  budget  procedures. 

The  Food  Stamp  Act  of  1977  needs  to  be  modified  to  provide  statutory  authoriza- 
tion for  the  use  of  fee  agents  in  rural  Alaska. 

Alaska  has  long  used  fee  agents  to  assist  in  bringing  the  program  to  villages 
which,  because  of  their  isolation  and  small  size,  cannot  be  served  by  regional  or 
district  offices  of  the  State.  Regulations  of  the  Department  of  Agriculture  did  not 
sanction  their  use  until  November,  1980,  over  ten  years  after  implementation  of  the 
Food  Stamp  Program  in  Alaska. 

Uniformity  in  the  eligibility  standards  of  major  federal  assistance  programs  need 
to  be  developed.  See  Kirk,  Intergovernmental  Eligibility  Simplification  Project,  State 
of  Colorado  (1980).  The  present  disparities  among  assistance  programs  render  the 
administration  of  each  duplicative  and  unnecessarily  burdensome.  Those  differences 
frequently  result  in  unequal,  and  often  confusing,  treatment  of  individuals  who  seek 
assistance  from  more  than  one  program. 

We  suggest  a  requirement  that  the  Secretary  of  Agriculture  work  jointly  with  the 
Secretary  of  Health  and  Human  Services  to  study  a  means  whereby  uniform  stand- 
ards of  eligibility  can  be  adopted  among  all  welfare  programs.  Results  of  the  study 
would  be  due  June  1,  1982. 

States  should  be  authorized  to  reduce  future  food  stamp  benefits  by  amounts 
previously  provided  the  client  but  to  which  he  or  she  was  not  eligible.  It  would  vest 
states  with  discretion  to  reasonably  reduce  future  benefits  if  circumstances  warrant 
This  change  is  necessary  since  the  recovery  of  program  losses  is  next  to  impossible. 
In  Alaska,  for  example,  less  than  1  percent  of  the  overall  amount  due  is  recovered 
in  any  given  month. 

To  insure  that  able-bodied  applicants  pursue  available  employment,  an  amend- 
ment is  proposed  requiring  fit  persons  to  enroll  in  a  job  search  training  program  in 
addition  to  existing  requirements  such  as  to  register  for  work  and  accept  work.  A 
job  search  training  program  teaches  individuals  how  to  look  for  and  apply  for 
available  jobs.  The  amendment  would  require  enrollment  in  a  job  search  training 
program  if  a  program  of  that  nature  is  accessible  at  no  cost  to  the  applicant 

Another  small  change  in  the  Act  will  permit  the  state  to  use  food  stamp  outreach 
employees  to  include  other  programs  in  their  activities  thereby  permitting  more 
cost-effective  use  of  these  employees.  Outreach  staff  may  then  be  used  in  a  compre- 
hensive educational  effort  addressing  all  public  assistance  programs.  Assuming  Con- 
gress elects  to  retain  the  outreach  effort,  this  would  eliminate  the  present  require- 
ment that  at  least  one  worker  focus  solely  on  food  stamps  thus  unrealistically 
ignoring  the  inseparable  relationship  of  all  assistance  programs. 

An  amendment  is  required  to  eliminate  the  imposition  of  fiscal  penalties  upon 
states  that  have  not  reached  target  error  levels  but  have  made  a  good  faith  effort  to 
take  corrective  action  by  entering  into  a  quality  control  plan  approved  by  the 
Department  of  Agriculture.  These  fiscal  sanctions  are  counter-productive  and  fail  to 
recognize  the  impact  of  both  federal  rules  and  client  behavior  on  error  rates.  Fiscal 
sanctions  create  an  adversary  relationship  between  the  federal  government  and  the 
states  at  a  time  when  a  cooperative  effort  is  needed  to  reduce  errors.  Because  a  high 
error  rate  will  result  in  sanctions,  there  is  an  incentive  to  identify  fewer  errors.  See 
GAO  Rept.  No.  HRD-80-80  (July  18,  1980).  A  fiscal  sanction  should  remain  availa- 
ble where  a  quality  control  plan  has  not  been  developed  or  where  the  requirements 
of  such  a  plan  are  not  being  satisfied.  The  amendment  should  not  require  the 
Secretary  to  approve  a  quality  control  plan  that  he  finds  unacceptable. 

An  amendment  is  proposed  to  encourage  enforcement  of  existing  limitations  on 
household  composition.  Under  existing  laws  individuals  who  live  together  can  be 
considered  as  separate  households  or  as  a  single  unit.  Mandatory  verification  of 
household  composition  would  serve  to  inhibit  program  abuse. 


[Subsequent  to  the  hearing  on  April  2,  1981,  Senator  Helms 
asked  Mr.  Magee  the  following  written  questions.  The  questions 
and  responses  thereto  follow:] 
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U.S.  Department  op  Agriculture, 

Office  of  Inspector  General, 
Washington,  DC,  April  23,  1981. 
Hon.  Jesse  Helms, 

Chairman,  Committee  on  Agriculture,  Nutrition  and  Forestry, 
U.S.  Senate,  Washington,  D.C 

Dear  Mr.  Chairman:  This  is  in  reply  to  your  letter  of  April  17,  1981,  asking  for 
our  comments  on  various  Food  Stamp  Program  options  your  committee  is  presently 
considering.  I  have  addressed  our  comments  in  the  order  that  you  asked. 

Required  social  security  number 

Question  1.  What  would  be  your  reaction  to  requiring  Social  Security  numbers  of 
all  members  of  recipient  households — as  in  the  Aid  to  Families  with  Dependent 
Children  program — not  just  those  above  18  or  with  reported  income,  as  is  now 
required  by  USDA  regulation?  Would  this  have  potential  for  checking  multiple 
listings  of  children  by  more  than  one  parent,  or  other  conceivable  applications? 

Answer.  You  asked  about  the  potential  benefits  of  requiring  social  security  num- 
bers of  all  members  ofrecipient  nouseholds.  As  you  know,  the  current  Food  Stamp 
Regulations,  Title  7,  CFR,  Part  273.6,  require  that  a  household  participating  or 
applying  for  participation  in  the  Food  Stamp  Program  provide  the  State  agency 
with  the  social  security  number  for  each  household  member  18  years  or  older  and 
each  child  under  18  who  receives  countable  income. 

We  believe  that  this  requirement  is  sufficient. 

Requiring  the  head  of  the  household  to  apply  for  a  social  security  number  on 
behalf  of  his/her  non working  minor  children  would  place  an  administrative  burden 
on  both  the  household  and  the  State  agency  that  would  bring  little  in  return.  The 
match  you  refer  to  in  your  letter  (checking  for  the  same  children  participating  in 
more  than  one  household)  has  greater  potential  in  the  AFDC  program,  and  if  used, 
these  could  be  carried  forward  by  the  caseworker  or  investigator  reviewing  the 
AFDC  case  to  the  food  stamp  file. 

We  do  believe  there  is  a  need  for  legislation  requiring  that  States  use  the  social 
security  number  for  matching  purposes. 

Present  legislation,  as  well  as  regulations,  allows  States  to  use  social  security 
numbers  for  matching  purposes.  Matching  should  be  mandated  in  those  States  with 
the  computer  capability  to  do  so.  The  mandated  matches  should  include  a  match  of 
wage  data  as  well  as  others  to  be  determined  by  the  Secretary  in  conjunction  with 
the  Inspector  General. 

During  a  recent  audit,  we  noted  an  example  of  why  mandated  use  of  the  social 
security  number  should  be  required.  A  large  urban  project  area  with  computer 
capability  obtains  recipient's  social  security  numbers  as  required  by  regulations. 
The  social  security  numbers  are  listed  on  the  application  but  not  entered  into  the 
computer.  Thus,  any  use  of  the  social  security  number  by  the  State  agency,  OIG,  or 
any  other  authorized  group  is  not  feasible. 

Charge-back  provision 

Question  2.  Would  you  outline  in  more  detail  the  concept  of  a  "charge-back1' 
system  which  you  mentioned  in  your  testimony  in  connection  with  the  photo  identi- 
fication system? 

Answer.  We  strongly  believe  that  an  ATP  "Charge-Back  Provision"  (First  Endors- 
er Liability)  should  be  implemented  for  the  Food  Stamp  Program.  The  system  would 
work  in  conjunction  with  the  food  stamp  identification  (ID)  card  which  is  supposed 
to  be  checked  when  an  ATP  is  redeemed  for  food  stamps.  The  recipient  would 
present  his/her  ATP  to  the  coupon  issuer  (the  State  agency  or  contract  agent)  who 
would  verify  that  the  name  ana  other  information  on  the  ID  card  are  the  same  as 
that  shown  on  the  ATP.  The  coupon  issuer  would  also  list  the  ID  serial  number  on 
the  ATP  card  being  redeemed. 

If  it  subsequently  was  found  that  the  person  who  redeemed  the  ATP  was  not  the 
person  authorized  to  do  so,  the  coupon  issuer  would  be  held  liable  for  the  value  of 
the  erroneously  issued  food  stamps.  This  would  ensure  that  the  coupon  issuer 
carefully  verifies  the  identity  of  the  person  redeeming  the  ATP. 

Such  a  charge-back  system  is  required  by  Federal  Regulations,  Title  31,  Chapter 
II,  Part  240.4,  for  checks  and  the  rate  of  stolen  checks  successfully  negotiated  is  very 
low.  The  Postal  Service,  which  is  one  of  the  main  coupon  issuers,  supports  such  a 
provision. 

Cross-checking  with  wage  data 

Question  3.  You  and  Mr.  Petersen  of  your  office  indicated  approval  of  an  income 
matching  system  for  the  food  stamp  program.  I  understand  that  States  are  already 
required  to  operate  similar  matching  with  the  latest  available  wage  information  for 
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the  AFDC  program.  Would  a  similar  requirement  for  food  stamps  be  beneficial  in 
your  view? 

Answer.  Section  403  of  Public  Law  95-216  requires  wage  data  matching  for  the 
AFDC  program.  AFDC  program  records  are  to  be  matched  against  the  records  of  the 
State  Unemployment  Bureaus  in  wage  reporting  States  or  against  the  records  of  the 
Social  Security  Administration  in  nonwage  reporting  States. 

We  believe  that  legislation  of  a  similar  nature  should  also  be  required  for  the 
Food  Stamp  Program.  The  match  should  be  made  on  a  quarterly  basis  to  coincide 
with  the  quarterly  reporting  of  wage  information. 

Verification  of  recipients  reported  income  with  wage  data  sources  is  most  benefi- 
cial at  the  time  of  the  initial  application  and  certification.  Unfortunately,  States  do 
not  presently  have  this  capability.  However,  States  do  have  the  capability  to  match 
reported  income  with  wage  data  sources  after  the  fact. 

Our  audits  continue  to  show  the  benefits  of  matching  with  wage  data  sources.  In 
our  letter  to  you  on  April  10,  1981,  where  we  provided  you  with  information  on  the 
Puerto  Rico  Food  Stamp  Program,  we  also  gave  you  information  on  our  recent 
efforts  in  Memphis  and  Nashville,  Tennessee,  and  in  Miami,  Florida.  Both  of  these 
matches  were  performed  after  the  fact;  that  is,  after  the  recipients  had  already 
received  benefits.  While  this  process  will  not  prevent  the  issuance  of  food  stamps  to 
people  who  underreport  their  income  at  the  time  of  their  application,  it  will  detect 
them  fairly  soon  after.  At  this  point,  benefits  could  be  terminated  or  reduced,  as 
necessary,  and  any  legal  or  administrative  action  could  be  imposed.  I  have  enclosed 
the  results  of  our  audits  in  Tennessee  and  Florida  for  your  information. 

Precertification  verification 

Question  4-  You  also  indicated  a  recommendation  for  precertification  verification. 
Would  you  describe  this  process  for  the  Committee — how  it  works,  any  trial  projects 
and  results,  as  well  as  what  you  see  as  the  cost-saving  and  verification  improve- 
ments from  such  a  system? 

Answer.  The  precertification  verification  process  you  referred  to  is  essentially  the 
system  that  Miami,  Florida  intends  to  implement  by  August  1981.  Florida  plans  to 
have  on-line  computer  terminals  in  each  of  its  offices  in  Dade  County.  They  then 
will  have  the  capability  to  verify  reported  income  with  wage  data  sources  before 
food  stamps  are  disbursed.  This  would  prevent  many  overissuances. 

No  States  presently  use  this  verification  process  and  therefore  no  actual  cost 
savings  are  available.  However,  our  audits,  as  well  as  State  quality  control  reviews, 
continue  to  show  that  the  majority  of  detected  food  stamp  overissuances  are  recipi- 
ent caused.  We  believe  that  "upfront"  verification  of  income  would  greatly  reduce 
program  errors. 

The  1980  amendments  to  the  Food  Stamp  Act  provided  75  percent  funding  to 
States  to  improve  computer  operations  for  the  Food  Stamp  Program.  States  should 
be  encouraged  to  upgrade  their  computer  operations  similar  to  the  Dade  County, 
Florida,  system. 

If  you  need  additional  information  or  have  questions  on  this  information  or  other 
proposed  Food  Stamp  Program  changes,  please  let  me  know. 
Sincerely, 

Robert  E.  Magkb, 
For  Acting  Inspector  General 

Two  enclosures. 

DADE  COUNTY,  MIAMI,  FLA. 

In  our  recently  completed  audit  in  Dade  County,  we  matched  the  income  of 
households  participating  in  the  Food  Stamp  Program  in  September  1979  to  the  State 
Employment  Security  Bureau  income  records.  Of  the  approximate  86,200  participat- 
ing households,  32,000  had  some  type  of  error.  We  estimated  that  the  total  dollar 
loss  was  about  $1,002,530  for  this  one-month  period. 

Of  the  errors  creating  program  losses,  81  percent  were  due  to  the  recipient 
underreporting  income.  Our  estimate  of  the  dollar  loss  attributable  to  underreport- 
ing was  $813,000  of  the  total  $1  million  plus  dollar  loss. 

Florida  is  now  in  the  process  of  refining  their  computer  system.  By  August  1981, 
the  State  will  have  the  capability  in  Miami  to  compare  income  reported  by  the 
recipient  to  the  income  reported  to  the  State  Economic  Security  Bureau  when  the 
initial  certification  is  being  processed.  This  will  enable  State  officials  to  detect 
recipients  underreporting  income  before  benefits  are  issued.  It  should  also  act  as  a 
deterrent  to  recipient  underreporting. 
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MEMPHIS  AND  NASHVILLE,  TENN. 

Our  audit  of  the  Food  Stamp  Program  in  Shelby  and  Davidson  Counties,  Tennes- 
see disclosed  about  1600  households  that  had  committed  fraud  by  not  reporting  their 
wages  to  the  food  stamp  offices.  In  addition,  we  have  worked  closely  with  OIG 
representatives  of  the  Department  of  Health  and  Human  Services  (HHS)  and  Hous- 
ing and  Urban  Development  (HUD)  and  determined  that  many  of  these  1600  house- 
holds also  failed  to  report  their  wages  in  order  to  obtain  ineligible  benefits  under 
their  programs.  HHS  and  HUD  OIG  personnel  have  cooperated  fully  during  this 
special  audit. 

At  the  completion  of  our  audit  field  work,  the  Tennessee  Department  of  Human 
Services  (DHS)  had  completed  claims  determinations  for  329  of  the  1600  suspected 
food  stamp  fraud  cases.  Thev  had  also  determined  overpayments  for  130  of  the  667 
Aid  to  Families  with  Dependent  Children  (AFDC)  suspected  fraud  cases.  In  addition, 
HUD  had  completed  24  of  the  144  suspected  fraud  cases  referred  to  them.  The 
results  of  the  fraud  determination  for  cases  completed  for  all  programs  so  far  are  as 
follows: 

Number  of  cases  F   rf 

iw,m  Total  suspected  claims  HaJmStw™       Percent  of  cases 

Pro*ram  fraud  cases         determinations        *£££?  completed 

USD*  Food  stamp 1,600  329  $571,559  20 

HHS* 

AFDC 667  130  174,849  19 

Supplemental  security  income 95  (*)  (»)  (») 

Medicaid 735  ( > )  ( l )  ( l ) 

HUD-.  Multifamiry  housing 144  24  48,297  17 

1  Claims  have  not  yet  been  completed  for  supplemental  security  income  and  medicaid  cases. 

We  anticipate  that  the  food  stamp  fraud  alone  will  amount  to  about  $2,500,000 
when  all  the  cases  are  completed.  In  addition,  substantial  amounts  of  ineligible 
benefits  have  been  disbursed  under  the  HUD  and  HHS  programs. 

We  met  with  the  U.S.  Attorney  in  Memphis,  Tennessee  on  January  15,  1981,  and 
informed  him  of  the  results  of  this  audit.  He  has  agreed  to  prosecute  as  many  as  100 
of  the  cases,  preferably  those  cases  involving  more  than  one  program,  in  Federal 
Court.  The  remaining  cases  will  be  prosecuted  in  State  Courts  by  the  Tennessee 
Department  of  Human  Services. 

We  recently  initiated  another  special  audit  to  detect  fraud  in  the  food  stamp  and 
other  programs  in  Birmingham,  Alabama.  We  plan  to  work  with  other  OIG  offices 
on  this  audit  to  identify  fraud  in  as  many  programs  as  feasible. 


Statement  of  Henry  Eschwege,  Director,  Community  and  Economic 
Development  Division,  U.S.  General  Accounting  Office 

general  accounting  office  reviews  of  the  food  stamp  program 

Mr.  Chairman  and  members  of  the  committee,  we  are  here  today  at  your  invita- 
tion to  provide  information  on  the  results  of  some  of  our  reviews  relating  to  the 
Department  of  Agriculture's  food  stamp  program  and  to  offer  our  views  on  the 
President's  proposed  budget  reductions  affecting  this  program.  I  will  highlight  the 
major  issues  involved.  The  appendix  to  my  statement  provides  additional  informa- 
tion for  the  record. 

Overlaps  and  gaps  in  food  assistance  programs 

There  are  13  major  Federal  domestic  programs,  costing  many  billions  of  dollars  a 
year,  that  provide  food  or  food-related  assistance  to  needy  Americans.  These  pro- 
grams have  helped  many  people  obtain  more  adequate  diets,  and  the  Federal 
Government's  responsibility  to  provide  such  assistance  is  generally  recognized  and 
accepted.  However,  the  large  and  accelerating  costs  of  the  programs  and  their 
piecemeal  authorization  and  administration  point  to  a  need  to  examine  the  pro- 
grams' interrelationships  and  effectiveness. 

The  President  has  proposed  eliminating  the  overlap  between  food  stamp  and 
school  lunch  subsidies.  We  agree  that  substantial  savings  would  be  possible  by 
eliminating  this  overlap.  This  subject  was  included  in  our  June  1978  report  which 
discussed  food  program  benefit  overlaps  and  gaps,  and  differences  in  program  eligi- 
bility. Our  review  showed  that  some  low-income  families  participated  simultaneous- 
ly in  as  many  as  six  different  Federal  programs  providing  food  assistance.  This 
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multiple  participation  is  specifically  sanctioned  in  the  legislation  authorizing  most 
food  programs.  We  found  that,  as  a  result,  some  needy  households  could  receive 
more  in  food  benefits  than  the  average  amounts  American  families  of  comparable 
size  spend  for  food. 

Benefit  amounts  in  sample  cases  ranged  from  104  percent  to  192  percent  of  the 
amount  a  household  would  need  to  purchase  a  thrifty  food  plan  diet  (a  low-cost  food 
plan  the  Department  of  Agriculture  has  developed  to  provide  most  of  the  recom- 
mended dietary  allowances  established  by  the  National  Academy  of  Sciences).  In 
considering  the  results  of  our  analysis  it  should  be  noted  that  what  we  were 
comparing  to  the  thrifty  food  plan  cost  for  a  particular  household  was  free  Federal 
benefits.  No  part  of  a  household's  earned  income  or  other  resources  was  counted 
even  though  benefits  under  the  major  feeding  program  (food  stamps)  are  calculated 
on  the  premise  that  most  households  can  and  should  use  some  of  their  own  income 
(about  30  percent)  to  help  pay  for  their  food  needs. 

The  most  frequent  multiple  program  combinations  we  found  for  households  whose 
benefits  exceeded  100  percent  of  thrifty  food  plan  cost  involved  food  stamps,  aid  to 
families  with  dependent  children  (AFDC),  school  lunch,  school  breakfast,  and  special 
milk.  A  typical  benefit  overlap  involves  food  stamp  and  school  lunch  benefits.  In  our 
report,  we  estimated  that  this  overlap  resulted  in  $112  million  of  additional  cost  to 
the  Federal  Government  based  on  the  assumptions  described  in  the  report  We 
noted,  however,  that  our  estimate  was  intentionally  conservative  because  we  sought 
to  avoid  overstating  potential  savings.  Different  assumptions  would  result  in  differ- 
ent estimates. 

We  have  updated  this  estimate  using  participation  data  showing  the  number  of 
school-age  children  participating  in  the  food  stamp  program  rather  than  the 
number  of  food  stamp  households  containing  school-age  children,  and  the  current 
special  Federal  school  subsidy  amount  for  free  lunches.  Based  on  this  information, 
the  benefit  overlap  between  the  food  stamp  and  school  lunch  programs  would  be 
about  $566  million  a  year.  Using  more  current  participation  data  would  increase 
this  overlap  amount.  Because  our  computation  is  based  on  the  cost  of  the  Federal 
subsidy  for  school  lunches  which  is  greater  than  the  value  of  a  lunch  benefit  under 
the  thrifty  food  plan,  potential  savings  from  offsetting  school  lunch  benefits  against 
food  stamp  benefits  would  realistically  be  somewhat  less  than  the  overlap  amount 

There  are  alternative  approaches  that  could  be  used  to  eliminate  these  overlap- 
ping benefits  using  offsets  in  either  the  food  stamp  or  school  lunch  programs.  We 
have  not  determined  how  much  additional  cost  and  effort  would  be  involved  in 
administering  program  changes  in  this  regard.  In  addition  to  the  five  programs 
already  mentioned,  overlaps  and  potential  savings  are  available  regarding  other 
programs  such  as  the  summer  food  service,  child  care  feeding,  and  supplemental 
security  income  programs.  We  do  not  have  estimates  of  what  such  overlaps  and 
potential  savings  would  be. 

We  recommended  in  1978  that  agriculture  explore  this  matter  of  overlap  further 
and  suggest  changes  in  the  authorizing  legislation  as  may  be  necessary.  To  our 
knowledge,  agriculture  did  not  pursue  this  matter. 

Administrative  inconsistencies 

The  legislation  and  regulations  governing  the  various  Federal  food  assistance 
programs  contain  major  differences  in  basic  eligibility  criteria  and  procedures. 
Although  all  the  programs  are  either  totally  or  partially  directed  to  the  needy, 
there  is  no  single  uniform  definition  of  the  term  "needy"  which  applies  to  all 
programs.  Most  of  the  programs  have  income  standards  against  which  potential 
participants  are  measured,  but  such  standards,  asset  limitations,  and  allowable 
income  exclusions  and  deductions  are  not  consistent  among  the  programs.  Such 
inconsistencies  can  create  inequities,  administrative  complications,  and  confusion. 
There  is  still  a  need  to  act  on  our  earlier  recommendations. 

Individualized  food  stamp  benefits 

Another  area  of  potential  saving  discussed  was  the  use  of  individualized  food 
stamp  allotments.  By  regulation  and  law,  the  uniform  food  stamp  allotments  are 
based  on  thrifty  food  plan  costs  for  a  model  four-person  household  consisting  of  two 
adults  (a  man  and  woman),  and  two  children.  Uniform  allotments  for  households  of 
other  sizes  are  computed  from  the  four-person  household  allotment  level  with  ad- 
justments for  economy  of  scale. 

Because  nutritional  needs  and  thrifty  food  plan  costs  vary  depending  on  the 
specific  sex  and  age  makeup  of  the  household,  use  of  uniform  food  stamp  allotments 
could  enable  some  families  with  lower  nutritional  needs,  such  as  a  household 
consisting  of  a  mother  and  three  young  children,  to  receive  more  benefits  than 
would  be  indicated  by  their  individualized  thrifty  food  plan  costs.  In  contrast, 


Digitized  by 


Google 


371 


benefits  based  on  uniform  allotments  would  probably  be  less  than  indicated  for  a 
four-person  household  in  which  the  children  were  all  teenage  boys. 

In  our  1978  report,  we  estimated  that  savings  achieveable  at  that  time  by  using 
individualized  rather  than  uniform  allotments.  If  households  receiving  less  than 
their  individualized  thrifty  food  plan  costs  were  given  enough  extra  food  stamps  to 
bring  their  allotments  up  to  their  thrifty  food  plan  costs,  the  increased  monthly  cost 
would  be  about  $12.7  million.  Corresponingly,  if  households  whose  food  stamp  allot- 
ments were  more  than  their  thrifty  food  plan  costs  had  their  allotments  reduced  to 
their  thrifty  food  plan  level,  the  monthly  savings  would  be  about  $60.1  million — a 
net  savings  in  food  stamps  to  the  Federal  Government  at  the  time  of  our  1978 
report  of  about  $47.4  million  monthly,  or  about  $570  million  annually. 

A  1977  report  by  the  Congressional  Budget  Office  also  concluded  that: 

"Providing  applicant  food  stamp  households  an  allotment  level  determined  by  the 
specific  sex  and  age  characteristics  of  the  household  would  significantly  reduce 
Federal  bonus  costs  and  presumably  come  closest  to  targeting  benefits  on  specific 
nutritional  needs/' 

Without  an  extensive  update  of  our  earlier  study,  we  can  only  offer  an  educated 
guess  of  potential  savings.  At  this  time,  total  program  benefits  have  increased  about 
92  percent  since  we  analyzed  allotments  for  our  1978  report  and,  on  this  basis, 
annual  savings  from  individualized  allotments  might  well  approach  the  $1  billion 
level. 

We  recommended  in  1978  that  Agriculture  establish  demonstration  projects  to 
evaluate  the  increased  administrative  cost  and  error,  if  any,  that  would  result  from 
an  individualized  system  of  food  stamp  allotments.  We  said  that  if  such  demonstra- 
tion projects  showed  the  administrative  feasibility  of  individualized  allotments,  the 
Congress  could  authorize  the  Secretary  of  Agriculture  to  implement  such  allotments 
nationwide.  No  action  was  taken.  We  believe  these  recommendations  continue  to 
merit  action. 

Overissuances  and  suspected  recipient  fraud 

In  a  review  completed  in  1977,  we  assessed  efforts  to  identify  and  recover  overis- 
suances of  food  stamp  benefits.  At  that  time,  we  estimated  that  the  Government 
was  losing  over  a  half  a  billion  dollars  annually  because  of  errors,  misrepresenta- 
tions, and  suspected  fraud  by  recipients,  and  by  errors  by  local  food  stamp  offices. 
For  every  $100  of  the  more  than  $5  billion  in  benefits  issued  nationally  in  fiscal 

ar  1976,  overissuances  accounted  for  about  $12;  only  about  12  cents  of  that  $12 
been  recovered.  The  local  projects  we  reviewed  were  doing  little  to  identify  and 
recover  the  value  of  overissuances. 

Since  then,  there  have  been  a  number  of  legislative  and  administrative  changes  to 
deal  with  fraud  and  other  overissuances.  According  to  recent  agriculture  data,  State 
recoveries  of  overissuances  have  improved  somewhat.  For  every  $100  of  the  nearly 
$8.7  billion  in  benefits  issued  nationally  in  fiscal  year  1980,  overissuances  accounted 
for  about  $10.20.  About  46  cents  of  that  $10.20  had  been  recovered.  Overall,  howev- 
er, as  program  outlays  increased,  overissuances  increased  and  reached  an  estimated 
$887  million  that  year. 

We  believe  that,  in  addition  to  the  changes  made  to  deal  with  overissuances, 
further  steps  are  needed.  These  include  revising  the  1977  Act  to — 

Permit  longer  disqualification  periods  for  recipients  administratively  found 
guilty  of  fraud  (currently  only  3  months);  and 

Permit  States  to  retain  a  portion  of  all  overissuances  recovered  instead  of 
only  those  involving  recipient  fraud  recoveries  as  is  now  the  case. 

Strikers'  participation 

A  few  days  ago,  we  reported  on  the  cost  of  the  food  stamp  benefits  to  households 
containing  a  striker  and  fluctuations  in  strikers'  participation  in  the  program.  From 
historical  agriculture  and  labor  data,  we  estimated  that  for  fiscal  year  1980,  house- 
holds containing  a  striker  received  about  $37  million  in  food  coupons.  About  24,000 
strikers  participated  in  the  program  monthly.  There  did  not  seem  to  be  any  consist- 
ent relationship  between  total  number  of  strikers  and  number  of  strikers  partcipat- 
ing  in  the  Food  Stamp  Program.  This  may  be  because  the  amount  and  immediacy  of 
strike  benefits  varies  greatly  among  unions  and  because  many  strikers  may  be 
disqualified  because  of  the  program's  resource  (assets)  eligibility  criteria. 

A  recent  legislative  proposal  by  the  administration  would  require  that  food  stamp 
benefits  be  based  on  income  received  in  a  prior  period  (retrospective  accounting). 
Since  most  strikes  last  less  than  a  month,  agriculture  officials  told  us  that  the  effect 
of  such  a  change  would  be  that  in  many  cases,  strikers  would  not  be  eligible  for  food 
stamps. 
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Report  by  Senate  Appropriations  Committee  investigations  staff 

A  report  by  the  investigations  staff  of  the  Senate  Appropriations  Committee, 
released  earlier  this  year,  recommended  closing  several  loopholes  in  food  stamp 
regulations  and  improving  the  verification  of  eligibility  information.  More  specific 
details  of  the  report  will  be  presented  to  you  today  in  separate  testimony.  We  will 
be  considering  the  issues  raised  in  the  report  in  an  ongoing  review  in  which  we  are 
seeking  ways  to  bring  about  improvements  in  program  eligibility  and  benefit  deter- 
mination procedures. 

Other  proposals  affecting  the  food  stamp  program 

The  President's  budget  proposals  advanced  a  number  of  measures  affecting  the 
food  stamp  program.  In  addition  to  eliminating  overlapping  food  stamp  and  school 
lunch  program  benefits— discussed  earlier  in  this  statement— the  proposals  included 
such  changes  as  retrospective  accounting  for  income,  proration  of  first  month's 
benefits,  establishment  of  gross  income  limits,  and  improving  overall  program  man- 
agement. 

In  October  1979,  we  testified  that  retrospective  accounting  (calculating  eligibility 
on  the  basis  of  income  in  a  prior  period)  was  preferable  because  it  uses  actual  rather 
than  estimated  income  for  making  benefit  determinations.  Such  a  change  should 
make  income  easier  to  verify.  Also,  in  separate  testimony  that  same  month,  we 
supported  use  of  photo  identification  cards  to  improve  program  integrity.  With 
some  exceptions,  Agriculture  has  proposed  implementing  photo  identification  in 
areas  with  50,000  or  more  food  stamp  recipients.  This  measure  should  be  effective  in 
reducing  overissuances,  but  implementation  of  the  final  rule  should  be  studied  to 
see  if  further  changes  may  be  necessary. 

We  have  also  issued  a  report  on  the  food  stamp  program's  work  requirement 
feature  which  is  intended  to  affect  the  program  in  two  ways— by  helping  recipients 
find  jobs  so  they  will  no  longer  need  assistance  and  by  terminating  benefits  to  those 
who  are  able  but  not  willing  to  work.  We  found  that  those  responsible  for  adminis- 
tering the  requirement  seemed  to  regard  it  as  administrative  paperwork  rather 
than  as  an  effective  tool  for  reducing  program  size.  There  have  been  recent  efforts 
to  improve  the  management  of  the  requirement.  It  may  be  too  early  to  know 
whether  further  management  improvements  are  necessary. 

We  have  consistently  and  strongly  advocated  improved  program  management  and 
simplified  eligibility  procedures.  Although  we  have  not  previously  addressed  the  use 
of  gross  income  limits  and  benefit  proration  in  our  work,  their  logical  effect  would 
be  to  reduce  program  costs. 

Workfare 

The  Food  Stamp  Act  of  1977  requires  that  the  workfare  concept,  in  which  food 
stamp  recipients  will  be  required  to  work  on  public  service  jobs  for  the  value  of 
their  food  stamp  benefits,  be  tested  in  14  pilot  projects— 7  urban  and  7  rural.  But 
only  7  projects — 6  rural  and  1  urban — operated  during  the  first  year.  We  issued  a 
report  in  September  1980  commenting  on  agriculture's  problems  in  recruiting  dem- 
onstration sites  for  both  the  initial  and  extended  phases  of  workfare.  We  are 
currently  completing  our  assessment  of  the  first  year's  operation  of  the  demonstra- 
tion. Although  the  number  of  workfare  demonstration  sites  and  their  rural/urban 
mix  fell  considerably  short  of  legislative  provisions  and  congressional  expectations, 
the  operation  of  the  seven  demonstration  projects  (see  appendix)  during  the  first 
year  provided  valuable  insight  into  the  problems  and  potential  of  the  workfare 
concept. 

We  reviewed  the  operating  results  of  the  seven  demonstration  sites,  problems  in 
measuring  workfare  benefits  and  costs,  and  the  need  for  legislative  and  administra- 
tive changes  that  will  help  provide  a  more  effective  and  efficient  workfare  oper- 
ation. We  have  in  mind  such  changes  as: 

eliminating  some  of  the  currently  allowed  exemptions, 

eliminating  unnecessary  waiting  periods, 

strenghtening  program  sanctions,  and 

improving  administration  at  the  Federal  and  local  levels. 
An  extended  phase  of  the  workfare  demonstration,  involving  14  project  sites,  is 
now  ongoing  and  is  scheduled  to  end  September  30,  1981. 

Exemptions 
Our  work  at  the  seven  demonstration  projects  showed  that  out  of  a  sample  of 
about  1,900  food  stamp  household  certifications  in  the  project  areas,  about  1,675  (88 
percent)  were  exempt  from  workfare  participation  because  household  members  fell 
into  one  of  10  categories  of  exemption  specified  by  law  (see  appendix).  Many  of  the 
exempt  iv^Wiiants  were  unable  to  work  because  of  age,  physical  disabilities,  or  the 
need  rsons  unable  to  care  for  themselves,  but  about  25  percent  were  in 
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four  categories  which  we  believe  do  not  merit  automatic  exemption  from  the  re- 
quirement to  work  for  their  food  stamp  benefits.  These  four  categories  are  (1) 
AFDC-WIN  registrants,  (2)  recipients  of  unemployment  insurance  benefits,  (3)  stu- 
dents, and  (4)  households  whose  earned  income  is  low  enough  to  qualify  for  food 
stamps  but  is  equal  to  or  greater  than  the  household's  monthly  benefit.  These  four 
categories  represented  470  of  the  1,900  food  stamp  certifications  we  reviewed. 

30-day  job  search 
The  law  gives  new  workfare  referrals  a  30-day  search  period  before  they  can  be 
assigned  to  workfare  jobs.  As  a  result,  new  referrals  automatically  avoid  workfare 
participation  for  at  least  30  days.  If  they  are  certified  for  food  stamp  benefits  for 
only  1  month,  they  will  not  be  affected  by  workfare.  Even  under  a  2-month  certifica- 
tion, food  stamp  benefits  for  both  months  would  probably  have  been  received  by 
some  households  before  the  workfare  interview  and  assignment  process  would  start 
and  before  failures  to  cooperate  could  be  answered  with  cause  and  sanction  determi- 
nations. Of  a  sample  of  805  workfare  referrals,  130  did  not  start  a  workfare  job 
because  their  food  stamp -certification  period  ran  out  before  they  could  be  assigned. 

Sanctions 
The  food  stamp  workfare  sanction  is  not  an  effective  deterrent  to  workfare  non- 
compliance and  needs  to  be  strenghtened.  Possible  changes  include  denying  food 
stamp  benefits  for  the  noncomplying  individual  for  a  specified  number  of  months  or 
until  all  past  workfare  obligations  are  satisfied,  or  going  so  far  as  to  deny  benefits  to 
the  entire  household  for  similar  periods  of  time. 

Administrative  policies  and  practices  did  not  promote  maximum  program 
benefits 
Agriculture  permitted  project  sites  extensive  latitude  in  designing  and  implement- 
ing the  demonstration  with  the  result  that  program  benefits  were  not  as  great  as 
they  could  have  been. 

(1)  Phase-in  approach. — Food  stamp  offices  at  three  of  the  seven  sites  did  not 
examine  their  existing  food  stamp  rolls  to  identify  and  refer  all  eligible  workfare 
participants  as  soon  as  the  demonstration  started. 

(2)  Delays  in  work  assignments. — Agriculture  instructed  project  sites  to  delay  work 
assignments  to  the  beginning  of  the  following  month  if  the  30-day  job  search  period 
ended  in  the  last  half  of  a  month. 

(3)  Work  standards  not  established— Agriculture  did  not  develop  criteria  for  de- 
termining whether  workfare  participants  performed  satisfactorily  on  their  assigned 
jobs. 

Benefits  also  have  been  lost  to  the  workfare  program  because  of  local  administra- 
tion and  operating  difficulties  involving  delays  in  interviewing  participants  and 
notifying  food  stamp  offices  of  needed  sanctions,  and  other  matters  discussed  in  the 
appendix  to  this  statement. 

Cost  effectiveness  not  determinable 
Data  on  operating  costs  and  workfare  benefits  at  the  seven  demonstration  projects 
was  very  sketchy  or  not  available.  There  was  no  federal  cost-sharing  of  workfare 
costs  during  the  first  year  and  uniform  accounting  guidance  had  not  been  given  the 
projects.  We  developed  a  "ball-park"  cost  amount  of  $360,000  for  the  seven  projects 
based  on  available  data  and  various  estimates  provided  by  project  staffs.  We  believe, 
however,  that  it  would  be  inappropriate  at  this  time  to  draw  any  hard  conclusions 
about  the  cost  effectiveness  of  the  first  year's  workfare  demonstration  program  from 
this  amount. 

Data  on  workfare  benefits  has  been  even  more  sketchy  than  cost  data.  The  dollar 
value  of  work  performed  and  sanctions  applied  the  first  year  is  about  $113,700  but 
there  are  additional  real  benefits  that  have  not  been  or  cannot  be  measured  in 
dollars.  Good  information  is  not  available  on — 

The  savings  in  food  stamp  benefits  resulting  from  individuals  not  applying  for 
food  stamps  or  leaving  the  program  because  of  their  disinclination  to  partici- 
pate in  workfare. 

The  savings  in  food  stamp  benefits  resulting  from  recipients  finding  regular 
jobs  and  either  leaving  the  program  or  receiving  reduced  benefits. 

The  value  of  any  work  training  or  work  ethic  that  participants  may  have 
acquired. 
These  matters  seem  very  pertinent  to  any  assessment  of  program  benefits  because 
workfare  programs  are  generally  developed  to  achieve  one  or  more  of  the  following 
objectives: 

1.  To  return  something  of  value  to  the  community  for  its  support  of  the 
recipients. 
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2.  To  introduce  the  individual  to  the  work  environment. 

3.  To  act  as  a  deterrent  to  program  participation  for  those  who  could  work, 
but  choose  not  to  work. 

Changes  in  law,  in  program  regulations,  and  in  program  administration  to  ad- 
dress the  problems  discussed  earlier  in  this  statement  also  would  have  significant 
impact  on  workfare  effectiveness  and  benefits. 

Inadequate  reporting  to  the  Congress 

Agriculture  and  labor  did  not  include  in  their  October  1980  interim  report  to  the 
Congress  available  information  showing  that  substantial  improvements  were  needed 
both  in  workfare  program  design  and  administrative  procedures.  The  evaluation 
contractor  and  one  of  the  project  sites  had  identified  in  separate  reports  earlier  in 
1980  essentially  the  same  problems  I  have  discussed  today  in  my  testimony— 
legislative  exemptions  are  excessive,  sanctions  are  ineffective,  and  the  30-day  job 
search  is  unnecessary. 

Because  the  workfare  concept  cannot  be  said  to  have  been  fairly  tested  until  a 
sound  program  design  is  achieved  and  tested,  delays  in  modifying  obvious  program 
defects  should  not  be  allowed  to  continue. 

This  concludes  my  statement,  Mr.  Chairman.  We  will  be  glad  to  respond  to  any 
questions  you  may  have. 

[Appendix] 

Information  on  the  First  Year's  Operations  of  the  Food  Stamp  Workfare 
Demonstration  Program 

(A  Supplement  to  the  General  Accounting  Office's  April  2,  1981,  Statement 
Before  the  Senate  Committee  on  Agriculture,  Nutrition,  and  Forestry) 

FOOD  STAMP  WORKFARE 

The  Food  Stamp  Act  of  1977  requires  that  the  workforce  concept,  in  which  food 
stamp  recipients  will  be  required  to  work  on  public  service  jobs  for  the  value  of 
their  food  stamp  benefits,  be  tested  in  14  pilot  projects— 7  urban  and  7  rural.  But 
only  7  projects— 6  rural  and  1  urban — operated  during  the  first  vear.  We  are 
currently  completing  our  assessment  of  the  first  year's  operation  of  the  demonstra- 
tion. Although  the  number  of  workfare  demonstration  sites  and  their  rural/urban 
mix  fell  considerably  short  of  legislative  provisions  and  congressional  expectations, 
the  operation  of  the  seven  demonstration  projects  during  the  first  year  provided 
valuable  insight  into  the  problems  and  potential  of  the  workfare  concept. 

We  reviewed  the  operating  results  of  the  seven  demonstration  sites,  problems  in 
measuring  workfare  benefits  and  costs,  and  the  need  for  legislative  and  administra- 
tive changes  that  will  help  provide  a  more  effective  and  efficient  workfare  oper- 
ation. We  have  in  mind  sucn  changes  as — 

eliminating  some  of  the  currently  allowed  exemptions, 

eliminating  unnecessary  waiting  periods, 

strengthening  program  sanctions,  and 

improving  administration  at  the  federal  and  local  levels. 
An  extended  phase  of  the  workfare  demonstration,  involving  14  project  sites,  is 
now  ongoing  and  is  scheduled  to  end  September  30,  1981. 

How  it  works 

Food  stamp  recipients  subject  to  workfare  are  identified  by  the  food  stamp  office 
and  referred  to  a  workfare  component  which  schedules  them  for  an  interview  after 
a  30-day  job  search  period.  At  the  interview,  the  individuals'  skills,  abilities,  inter- 
ests, and  work  experiences  are  assessed  and  they  are  scheduled  for  work  in  a  public 
service  capacity  with  either  State  and  local  governmental  agencies  or  with  private 
nonprofit  organizations.  Workfare  participants  work  at  the  minimum  wage  rate 
($3.35  per  hour  effective  January  1,  1981)  for  enough  hours  each  month  to  earn 
their  household's  food  stamp  benefits. 

Referred  individuals  who  fail  to  report  for  the  interview  or  who  fail  to  report  for 
work  are  referred  back  to  the  food  stamp  office  for  a  determination  of  cause  and, 
where  appropriate,  imposition  of  sanction.  If  it  is  determined  that  good  cause 
existed  for  the  failure,  such  as  lack  of  transportation,  illness,  household  emergency, 
or  conflict  with  employment,  training,  or  job  search,  the  individual  is  either  exempt 
from  workfare  or  rescheduled  for  interview  or  work. 


Exemptions 
Our  work 


at  the  seven  demonstration  projects  showed  that  out  of  a  sample  of 
food  stamp  household  certifications  in  the  project  areas,  1,675  (88 
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percent)  were  exempt  from  workfare  participation  because  household  members  fell 
into  one  of  10  categories  of  exemption  specified  by  law.  Many  of  the  exempt 
participants  were  unable  to  work  because  of  age,  physical  disabilities,  or  the  need  to 
care  for  persons  unable  to  care  for  themselves,  but  about  25  percent  were  in  four 
categories  which  we  believe  do  not  merit  automatic  exemption  from  the  require- 
ment to  work  for  their  food  stamp  benefits.  These  four  categories  are  (1)  AFDC-WIN 
registrants,  (2)  recipients  of  unemployment  insurance  benefits,  (3)  students,  and  (4) 
households  whose  earned  income  is  low  enough  to  qualify  for  food  stamps  but  is 
greater  than  the  household's  monthly  benefit.  These  four  categories  represented  470 
of  the  1,900  food  stamp  certifications  we  reviewed. 

AFDC-WIN  registrants  are  required  to  register  for  work  training  but  are  not 
always  engaged  in  a  full-time  work  training  program.  Unless  they  are  so  engaged, 
their  automatic  exemption  seems  inappropriate.  (About  115  of  our  sample  house- 
holds were  in  this  category.) 

Recipients  of  unemployment  insurance  benefits  are  required  to  search  for  work 
but  they  should  be  able  to  do  so  and  still  participate  in  the  food  stamp  workfare 
program  which,  in  most  cases,  requires  less  than  5  days  of  work  a  month.  (About 
100  of  our  sample  households  were  in  this  category.) 

The  1980  food  stamp  amendments  provide  that  students  from  other  than  low- 
income  families  will  no  longer  be  eligible  for  food  stamp  benefits  and  this  will 
probably  reduce  the  number  of  students  in  the  program  and  thus  the  significance  of 
this  exemption.  Nevertheless,  some  students  will  likely  continue  receiving  food 
stamps.  About  100  of  our  sample  households  were  exempted  because  of  student 
status.  Working  while  going  to  college  is  not  unusual  and  exemption  from  workfare 
seems  inappropriate  except  in  special  circumstances  where  the  student,  in  addition 
to  attending  classes,  may  be  working  or  undergoing  special  training. 

The  fourth  exemption  category  mcluded  155  sample  households  whose  earned 
income  was  greater  than  their  food  stamp  benefits.  Of  the  155  exemptions,  85 
appeared  to  represent  full-time  workers  and  70  appeared  to  represent  part-time 
workers.  Full-time  workers  merit  exemption  because  an  inherent  objective  of  the 
workfare  program  is  to  encourage  individuals  to  find  full-time  employment.  Howev- 
er, depending  on  their  hours  of  work,  part-time  workers  could  have  time  available 
to  participate  in  workfare. 

Because  most  workfare  obligations  required  less  than  5  days  of  work  a  month,  it 
seems  unlikely  that  completing  workfare  obligations  would  create  a  real  conflict 
with  a  participant's  need  to  seek  employment  m  the  general  work  sector.  If  it  did, 
the  participant's  workfare  schedule  could  be  adjusted  to  provide  the  specific  time 
needed.  If  only  three-fourths  of  the  exemptions  resulting  from  the  four  exemption 
categories  had  been  made  eligible  for  workfare  instead  of  exempt,  an  additional  19 
percent  would  have  been  added  to  the  12  percent  of  food  stamp  households  referred 
to  the  workfare  program  during  the  first  year  of  the  demonstration. 

Some  localities,  including  two  of  the  seven  that  operated  a  food  stamp  workfare 
project,  operated  a  workfare-type  feature  under  their  general  assistance  program— a 
program  of  cash  assistance  for  individuals  who  were  ineligible  for  other  categorical 
aid,  unable  to  find  work,  or  disabled  with  no  means  of  support.  In  contrast  to  food 
stamp  workfare,  exemptions  under  general  assistance  workfare  were  more  limited. 
At  one  location,  only  those  persons  60  years  or  older  or  disabled  (temporarily  or 
permanently)  or  those  under  18  were  exempt  from  working.  The  other  location  had 
exemptions  for  disability  and  age  (65  years  or  older),  individuals  under  18,  and 
persons  caring  for  those  unable  to  care  for  themselves.  At  this  location,  college 
students  could  receive  general  assistance  but  were  required  to  work. 

We  believe  that  automatic  exemptions  under  the  four  categories  discussed  above 
should  be  eliminated. 

30-day  job  search 

The  law  gives  new  workfare  referrals  a  30-day  job  search  period  before  they  can 
be  assigned  to  workfare  iobs.  As  a  result,  new  referrals  automatically  avoid  work- 
fare  participation  for  at  least  30  days.  If  they  are  certified  for  food  stamp  benefits 
for  only  1  month,  they  will  not  be  affected  by  workfare.  Even  under  a  2-month 
certification,  food  stamp  benefits  for  both  months  would  probably  have  been  re- 
ceived by  some  households  before  the  workfare  interview  and  assignment  process 
would  start  and  before  failures  to  cooperate  could  be  answered  with  cause  and 
sanction  determinations.  Of  a  sample  of  805  workfare  referrals,  130  did  not  start  a 
workfare  job  because  their  food  stamp  certification  period  ran  out  before  they  could 
be  assigned. 

Because  participation  in  the  food  stamp  workfare  program  is  not  a  full-time 
activity— taking  less  than  5  days  a  month  in  most  cases— such  participation  should 
allow  adequate  time  for  a  participant  to  look  for  full-time  employment  without  a  30- 
day  job  search  period  as  is  now  provided.  Should  a  conflict  arise,  the  workfare 
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project  could  adjust  the  participant's  work  schedule  to  provide  the  specific  time 
needed. 

Our  inquiries  at  the  two  general  assistance  workfare  projects  disclosed  that  par- 
ticipants generally  were  expected  to  look  for  full-time  employment  on  their  own 
time.  At  one  of  these  projects,  workfare  participants  were  not  required  to  work 
more  than  3  days  in  any  1  week— the  remaining  2  days  were  made  available  for  job 
search.  At  the  other  project  all  general  assistance  workfare  participants  had  the 
same  work  obligation,  regardless  of  the  amount  of  assistance  received  each  month. 
Each  participant  was  required  to  work  or  train  for  7  days  a  month  and  provide 
verification  of  20  employment  contacts  before  the  end  of  the  month.  The  employ- 
ment contacts  were  to  be  made  on  the  participant's  own  time. 

We  believe  that  the  effectiveness  of  the  food  stamp  workfare  program  could  be 
improved  significantly  by  requiring  those  eligible  for  workfare  to  report  to  the 
workfare  office  for  interview  and  work  assignment  as  an  integral  part  of  the 
certification  process  for  food  stamp  benefits.  Under  these  circumstances,  any  failure 
to  cooperate  in  workfare  would  immediately  terminate  the  benefit  certification 
process. 

Sanctions 

The  law  requires  that  workfare  referrals  who  refuse  to  (1)  be  interviewed,  (2)  be 
assigned  to  a  workfare  job,  or  (3)  carry  out  their  work  obligations  in  a  public  service 
job  be  sanctioned  by  being  denied  food  stamp  program  benefits  for  1  month.  Other 
members  of  the  household  would  continue  to  receive  benefits.  The  sanctioned  indi- 
vidual would  be  automatically  reinstated  in  the  program  the  following  month.  If  the 
individual  continues  to  ignore  the  workfare  obligation,  the  maximum  sanction  now 
possible  would  be  exclusion  of  the  individual  from  the  calculation  of  the  household's 
food  stamp  benefits  every  other  month.  This  is  assuming  that  the  workfare  project 
and  the  food  stamp  office  operate  at  peak  administrative  effectiveness. 

The  dollar  value  of  the  denied  food  stamp  benefit  to  the  sanctioned  individual  for 
the  1-month  sanction  period  would  average  $34.  We  question  whether  such  a  mini- 
mal sanction  serves  as  an  effective  deterrent  to  disregarding  workfare  requirements. 
Most  of  the  58  sanctioned  individuals  included  in  one  of  our  sample  groups  were 
back  in  the  food  stamp  program  the  month  after  the  sanction.  The  elimination  and 
subsequent  reinstatement  of  sanctioned  individuals  in  the  food  stamp  program 
creates  administrative  burdens  for  both  the  workfare  office  and  the  food  stamp 
office  in  keeping  up  to  date  on  the  individual's  workfare  status,  in  making  frequent 
recalculations  of  household  benefits,  and  in  keeping  track  of  when  the  individual  is 
again  eligible  for  food  stamp  benefits. 

We  note  that  program  sanctions  are  more  severe  for  food  stamp  recipients  who  do 
not  comply  with  the  program's  work  registration  requirements  (as  distinguished 
from  the  workfare  requirements).  The  1977  Act  requires  that,  when  sanctions  are 
appropriate  for  work  registration  noncompliance,  trie  entire  household  be  denied 
food  stamp  benefits  for  2  months.  Also,  m  the  two  general  assistance  workfare 
programs  we  checked  on,  work  noncompliance  would  result  in  the  household  losing 
program  benefits  for  one  person  for  at  least  3  months.  In  cases  of  repeated  noncom- 
pliance, the  sanction  period  in  one  of  the  programs  is  extended  to  6  months  and  in 
the  other  the  entire  household  loses  its  benefits  until  such  time  as  the  work 
obligation  is  satisfied. 

We  believe  that  the  food  stamp  workfare  sanction  is  not  an  effective  deterrent  to 
workfare  noncompliance  and  needs  to  be  strengthened.  Possible  changes  include 
denying  food  stamp  benefits  for  the  noncomplying  individual  for  a  specified  number 
of  months  or  until  all  past  workfare  obligations  are  satisfied,  or  going  so  far  as  to 
deny  benefits  to  the  entire  household  for  similar  periods  of  time. 

Agriculture's  administration  did  not  promote  maximum  program  benefits 

Agriculture  permitted  project  sites  extensive  latitude  in  designing  and  implement- 
ing the  demonstration  with  the  result  that  program  benefits  were  not  as  great  as 
they  could  have  been. 

(1)  Phase-in  approach.— -Food  stamp  offices  at  three  of  the  seven  sites  did  not 
examine  their  existing  food  stamp  rolls  to  identify  and  refer  all  eligible  workfare 
participants  as  soon  as  the  demonstration  started.  The  other  four  sites  referred  all 
eligible  participants  the  first  month.  Since  Agriculture  allowed  the  three  sites  to 
identify  and  refer  food  stamp  recipients  to  workfare  only  as  they  either  came  into 
the  program  initially  or  applied  for  continuation  of  their  benefits,  otherwise  eligible 
individuals  avoided  some  of  their  work  obligation  at  these  locations. 

(2)  Delays  in  work  assignments.— Agriculture  instructed  protect  sites  to  delay  work 
assignments  to  the  beginning  of  the  following  month  if  the  30-day  job  search  period 
ended  in  the  last  half  of  a  month.  This  policy  caused  delays  in  interviews  and  work 
assignments  at  two  projects.  Work  benefits  were  lost  because  the  affected  partici- 
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pants  could  have  completed  some  or  all  of  their  obligation  in  the  previous  month. 
Agriculture  dropped  this  requirement  after  the  first  year's  operation. 

(3)  Work  standards  not  established.—  Agriculture  did  not  develop  criteria  for  de- 
termining whether  workfare  participants  performed  satisfactorily  on  their  assigned 
jobs.  As  a  result,  merely  showing  up  at  the  job  site  constituted  compliance.  Agricul- 
ture officials  advised  project  personnel  that  sanctions  could  not  be  imposed  for 
refusal  to  work.  Our  review  was  not  directed  toward  measuring  the  volume  or 
quality  of  participant's  work;  however,  job  supervisors  told  us  that  several  workfare 
participants  did  not  perform  satisfactorily.  We  believe  that  certain  productivity 
levels  are  reasonable  for  any  employer-employee  relationship.  Failure  to  establish 
standards  and  impose  sanctions  as  appropriate  could  lead  to  situations  where  recal- 
citrant participants  could  significantly  reduce  potential  work  benefits  and  under- 
mine morale  of  those  who  are  willing  to  work  for  their  benefits. 

Agriculture  needs  to— 

(1)  Include  in  any  cost-benefit  measurements  it  makes,  the  value  of  work  lost 
because  sites  did  not  immmediately  identify  and  assign  eligible  able-bodied 
persons  to  work  when  the  demonstration  began, 

(2)  Establish  work  standards  for  workfare  assignments  and  impose  sanctions 
for  clearly  substandard  performance,  and 

(3)  Assure  that  project  design  does  not  restrict  work  benefits. 

Weaknesses  in  local  administration  reduced  project  benefits 

Benefits  have  been  lost  to  the  workfare  program  because  of  local  administrative 
and  operating  difficulties.  Workfare  offices  did  not  notify  referred  participants  to 
report  for  interviews  or  advise  the  food  stamp  offices  of  the  need  for  sanction  action 
on  a  timely  basis.  Local  food  stamp  offices  did  not  sanction  or  sanctioned  improper- 
ly. In  addition,  two  rural  sites  were  unable  to  maintain  continuity  of  operations  due 
to  illness  of  key  staff. 

(1)  Delays  in  interviewing  participants. — Workfare  offices  did  not  notify  or  sched- 
ule referred  workfare  participants  for  interviews  on  a  timely  basis.  Consequently, 
103  of  the  805  participants  in  our  statistical  sample  were  interviewed  sometime 
alter  they  should  have  been.  We  found  delays  at  all  projects.  As  a  result,  some 
participants  avoided  their  work  obligation. 

(2)  Delays  in  notifying  food  stamp  offices  of  needed  sanctions. — One  location  did 
not  send  recommendations  for  sanctions  to  the  local  food  stamp  office  promptly.  As 
a  result,  several  participants  who  did  not  work  could  not  be  sanctioned  because 
their  eligibility  period  had  already  ended. 

(3)  Improper  sanctions. — Two  locations  were  handling  sanctioning  requirements 
incorrectly.  One  was  eliminating  benefits  for  the  entire  household  rather  than 
solely  for  the  individual  who  did  not  work.  At  the  other  the  substitute  director  of 
the  workfare  office  was  not  aware  that  sanction  recommendations  were  to  be  sent  to 
the  food  stamp  office.  Therefore,  no  one  was  sanctioned. 

(4)  Lack  of  continuity  in  workfare  office. — Workfare  directors  at  two  sites  that 
were  essentially  one-person  operations  became  ill  during  the  demonstration.  The 
result  was  that  demonstration  activities  were  severely  hampered.  Interviews,  work 
assignments,  and  sanction  recommendations  were  either  suspended  or  curtailed. 

(5)  Lack  of  full  local  support  hindered  achievement  of  demonstration  objectives. — 
Local  support  of  the  workfare  demonstration  at  one  location  seemed  lukewarm  and 
the  project  operated  only  marginally  as  a  workfare  demonstration  site.  The  local 
food  stamp  office  identified  potential  workfare  participants  but  did  not  calculate 
their  work  obligation  or  keep  the  workfare  office  informed  of  changes  in  partici- 
pants' work  obligations.  The  primary  function  of  the  office  administering  workfare 
was  not  workfare;  it  was  processing  nonworkfare  referrals  for  placement  in  private 
industry.  The  first  workfare  job  site  was  not  developed  until  2Vfe  months  after  the 
demonstration  began.  Finally,  only  persons  with  work  obligations  exceeding  20 
hours  a  month  were  referred  for  workfare.  Of  a  statistically  selected  sample  of  105 
referrals  at  this  location,  only  one  participant  had  completed  the  work  obligation 
the  first  month. 

Agriculture  needs  to— 

Assure  that  eligible  participants  are  interviewed  and  assigned  to  public  serv- 
ice jobs  as  soon  as  possible, 

Assure  that  participants  not  having  a  good  reason  for  completing  their  work- 
fare  obligation  are  immediately  sanctioned,  and 

Assure  continuity  of  projects'  operations. 

Cost  Effectiveness  Not  Determinable 

Data  on  operating  costs  and  workfare  benefits  at  the  seven  demonstration  projects 
was  very  sketchy  or  not  available.  There  was  no  Federal  cost-sharing  of  workfare 
costs  during  the  first  year  and  uniform  accounting  guidance  had  not  been  given  the 
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projects.  It  is  not  clear  whether  the  cost  of  workfare  should  be  measured  based  on 
only  incremental  costs  or  whether  all  allocable  costs  should  also  be  counted. 

We  developed  "ball  park"  cost  amounts  from  available  data  and  various  estimates 
provided  by  project  staffs.  We  believe,  however,  that  it  would  be  inappropriate  at 
this  time  to  draw  any  hard  conclusions  about  the  cost  effectiveness  of  the  first  year 
workfare  demonstration  program  from  these  amounts. 

Estimated  annual  project  cost 

Project: 

Berkeley >  $34,500 

Clay 7,000 

Morristown »  23,700 

Muskingum 29,400 

Rusk 9,800 

San  Diego 237,700 

Sussex l  17,900 

Total 360,000 

1  Project  operated  less  than  a  year.  Amounts  represent  annualized  estimates. 

In  addition  to  the  matters  discussed  earlier,  the  following  factors  should  be  taken 
into  account  in  considering  the  above  costs. 

We  were  able  to  identify  additional  costs  directly  attributable  to  the  workfare 
project  at  only  four  of  the  seven  projects.  These  were  the  salaries  of  full-time  staff 
m  the  workfare  office.  Other  workfare  costs  and  all  food  stamp  office  costs  were 
based  on  allocations  and  estimates. 

About  $95,000  of  the  above  costs  represent  special  evaluation  costs  reimbursed  by 
a  private  firm  hired  to  evaluate  the  demonstration.  Much  of  these  costs  would  not 
be  typical  of  a  regular  ongoing  workfare  operation. 

Project  staffing  and  staffing  costs  vary  tremendously  and  we  cannot  say  what 
would  be  reasonable  in  this  regard. 

For  the  ongoing  extended  workfare  demonstration,  Agriculture  has  identified  the 
types  of  costs  that  will  be  reimbursed.  This  should  provide  a  better  cost  picture  for 
the  extended  workfare  phase.  We  note  in  this  connection  that  Agriculture  plans  to 
reimburse  100  percent  of  project  evaluation  costs  which  will  represent  a  significant 
portion  (perhaps  30  percent)  of  total  administrative  costs  for  the  extended  phase. 

Data  on  workfare  benefits  has  been  even  more  sketchy  then  cost  data.  Tlie  dollar 
value  of  work  performed  and  sanctions  applied  is  as  follows: 

Value  of  work  performed  and  sanctions  applied 

Project: 

Berkeley >  $10,600 

Clay 100 

Morristown 1 15,300 

Muskingum 44,400 

Rusk 3,100 

San  Diego 37,600 

Sussex l  2,600 

Total 113,700 

1  Projects  operated  less  than  a  year.  Amounts  represent  annualized  estimates. 

There  are  additional  real  benefits  that  have  not  been  or  cannot  be  measured  in 
dollars.  Good  information  is  not  available  on: 

The  savings  in  food  stamp  benefits  resulting  from  individuals  not  applying  for 
food  stamps  or  leaving  the  program  because  of  their  disinclination  to  participate  in 
workfare.  (Limited  information  at  three  projects  identified  at  least  24  individuals 
who  did  not  complete  their  food  stamp  application  because  of  this  reason.) 

The  savings  in  food  stamp  benefits  resulting  from  recipients  finding  regular  jobs 
and  either  leaving  the  program  or  receiving  reduced  benefits. 

The  value  of  any  work  training  or  work  ethic  that  participants  may  have  ac- 
quired. 

Regarding  the  last  point,  in  our  discussions  with  individuals  in  workfare  jobs, 
many  of  them  said  that  they  preferred  to  work  for  their  food  stamps  rather  than 
receiving  them  free. 

The  above  matters  seem  very  pertinent  to  any  assessment  of  program  benefits 
because  workfare  programs  are  generally  developed  to  achieve  one  or  more  of  the 
following  objectives: 
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1.  To  return  something  of  value  to  the  community  for  its  support  of  the 
recipients. 

2.  To  introduce  the  individual  to  the  work  environment. 

3.  To  act  as  a  deterrent  to  program  participation  for  those  who  could  work, 
but  choose  not  to  work. 

Changes  in  law,  in  program  regulations,  and  in  program  administration  to  ad- 
dress the  problems  discussed  earlier  in  this  statement  also  would  have  significant 
impact  on  workfare  effectiveness  and  benefits. 

Inadequate  reporting  to  the  Congress 

Agriculture  and  Labor  did  not  include  in  their  October  1980  interim  report  to  the 
Congress  available  information  showing  that  substantial  improvements  were  needed 
both  in  workfare  program  design  and  administrative  procedures.  The  evaluation 
contractor  and  one  of  the  project  sites  had  identified  in  separate  reports  earlier  in 
1980  essentially  the  same  problems  I  have  discussed  today  in  my  testimony — 
legislative  exemptions  are  excessive,  sanctions  are  ineffective,  and  the  30-day  job 
search  is  unnecessary. 

Because  the  concept  cannot  be  said  to  have  been  fairly  tested  until  a  sound 
program  design  is  achieved  and  tested,  delays  in  modifying  obvious  program  defects 
should  not  be  allowed  to  continue.  Also  the  Secretaries  of  Agriculture  and  Labor 
should  provide  the  Congress  more  informative  reporting  on  the  workfare  demonstra- 
tion projects.  Future  progress  and  final  reports  should  fully  explain  both  well- 
defined  and  potential  problems  with  workfare  program  design. 

SCHEDULE  OF  INITIAL  WORKFARE  DEMONSTRATION  PROJECTS 

Location  Type  Date  started  SSffl! 

1.  San  Diego,  Calif Urban July  1, 1979 *  46,084 

2.  Muskingum  County,  Ohio Rural do 3,151 

3.  Rusk  County,  Wis do do 408 

4.  day  County,  S.  Dak do do 214 

5.  Morristown,  Tenn do Aug.  1, 1979 s  2,141 

6.  Sussex  County,  NJ do Nov.  1, 1979 972 

7.  Berkeley  County,  S.C do Dec.  15, 1979 2,971 

1  Households  participating  in  food  stamp  program  as  of  August  1980. 

*  San  Diego  tested  the  concept  in  only  2  of  its  9  dbtricts. 

•This  figure  is  for  Hamblen  County  in  which  Morristown  is  located.  No  figure  is  available  for  the  city  of  Morristown. 

CATEGORIES  OF  FOOD  STAMP  RECIPIENTS  EXEMPT  FROM  WORKFARE  PARTICIPATION 

1.  A  person  younger  than  18  years  of  age  or  a  person  60  years  of  age  or  older. 

2.  A  person  physically  or  mentally  unfit  for  employment. 

3.  A  household  member  subject  to  and  participating  in  the  Aid  to  Families  with 
Dependent  Children  Work  Incentive  Program  (AFDC-WIN). 

4.  A  parent  or  other  household  member  who  is  responsible  for  the  care  of  a 
dependent  child  under  12  or  an  incapacitated  person. 

5.  A  parent  or  other  caretaker  of  a  child  under  18  in  a  household  where  another 
able-bodied  parent  is  registered  for  work,  or  is  exempt  as  a  result  of  employment. 

6.  A  person  receiving  unemployment  compensation. 

7.  A  regular  participant  in  a  drug  addiction  or  alcoholic  treatment  and  rehabilita- 
tion program. 

8.  A  person  employed  or  self  employed  and  working  a  minimum  of  30  hours 
weekly  or  receiving  weekly  earnings  at  least  equal  to  the  Federal  minimum  wage 
multiplied  by  30  hours. 

9.  A  student  enrolled  at  least  half  time  in  any  recognized  school,  training  pro- 
gram, or  institution  of  higher  education. 

10.  Total  household  monthly  earned  income  is  greater  than  the  household  month- 
ly food  stamp  allotment. 
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projects.  It  is  not  clear  whether  the  cost  of  workfare  should  be  measured  based  on 
only  incremental  costs  or  whether  all  allocable  costs  should  also  be  counted. 

We  developed  "ball  park"  cost  amounts  from  available  data  and  various  estimates 
provided  by  project  staffs.  We  believe,  however,  that  it  would  be  inappropriate  at 
this  time  to  draw  any  hard  conclusions  about  the  cost  effectiveness  of  the  first  year 
workfare  demonstration  program  from  these  amounts. 

Estimated  annual  project  cost 

Project: 

Berkeley >  $34,500 

Clay 7,000 

Morristown *  23,700 

Muskingum 29,400 

Rusk 9300 

San  Diego 237,700 

Sussex >  17,900 

Total 360,000 

1  Project  operated  less  than  a  year.  Amounts  represent  annualized  estimates. 

In  addition  to  the  matters  discussed  earlier,  the  following  factors  should  be  taken 
into  account  in  considering  the  above  costs. 

We  were  able  to  identify  additional  costs  directly  attributable  to  the  workfare 
project  at  only  four  of  the  seven  projects.  These  were  the  salaries  of  full-time  staff 
in  the  workfare  office.  Other  workfare  costs  and  all  food  stamp  office  coats  were 
based  on  allocations  and  estimates. 

About  $95,000  of  the  above  costs  represent  special  evaluation  costs  reimbursed  by 
a  private  firm  hired  to  evaluate  the  demonstration.  Much  of  these  costs  would  not 
be  typical  of  a  regular  ongoing  workfare  operation. 

Project  staffing  and  staffing  costs  vary  tremendously  and  we  cannot  say  what 
would  be  reasonable  in  this  regard. 

For  the  ongoing  extended  workfare  demonstration,  Agriculture  has  identified  the 
types  of  costs  that  will  be  reimbursed.  This  should  provide  a  better  cost  picture  for 
the  extended  workfare  phase.  We  note  in  this  connection  that  Agriculture  plans  to 
reimburse  100  percent  of  project  evaluation  costs  which  will  represent  a  significant 
portion  (perhaps  30  percent)  of  total  administrative  costs  for  the  extended  phase. 

Data  on  workfare  benefits  has  been  even  more  sketchy  then  cost  data.  The  dollar 
value  of  work  performed  and  sanctions  applied  is  as  follows: 

Value  of  work  performed  and  sanctions  applied 

Project: 

Berkeley l  $10,600 

Clay 100 

Morristown » 15^300 

Muskingum 44,400 

Rusk 8,100 

San  Diego 87,600 

Sussex » 2,600 

Total 118,700 

1  Projects  operated  less  than  a  year.  Amounts  represent  annualized  estimates. 

There  are  additional  real  benefits  that  have  not  been  or  cannot  be  measured  in 
dollars.  Good  information  is  not  available  on: 

The  savings  in  food  stamp  benefits  resulting  from  individuals  not  applying  fa 
food  stamps  or  leaving  the  program  because  of  their  disinclination  to  participate  in 
workfare.  (Limited  information  at  three  projects  identified  at  least  24  individual 
who  did  not  complete  their  food  stamp  application  because  of  this  reason.) 

The  savings  in  food  stamp  benefits  resulting  from  recipients  finding  regular  job* 
and  either  leaving  the  program  or  receiving  reduced  benefits. 

The  value  of  any  work  training  or  work  ethic  that  participants  may  have  ac- 
quired. 

Regarding  the  last  point,  in  our  discussions  with  individuals  in  workfare  jobs, 
many  of  them  said  that  they  preferred  to  work  for  their  food  stamps  rather  than 
receiving  them  free. 

The  above  matters  seem  very  pertinent  to  any  assessment  of  program  benefits 
because  workfare  programs  are  generally  developed  to  achieve  one  or  more  of  the 
following  objectives: 
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1.  To  return  something  of  value  to  the  community  for  its  support  of  the 
recipients. 

2.  To  introduce  the  individual  to  the  work  environment. 

3.  To  act  as  a  deterrent  to  program  participation  for  those  who  could  work, 
but  choose  not  to  work. 

Changes  in  law,  in  program  regulations,  and  in  program  administration  to  ad- 
dress the  problems  discussed  earlier  in  this  statement  also  would  have  significant 
impact  on  workfare  effectiveness  and  benefits. 

Inadequate  reporting  to  the  Congress 

Agriculture  and  Labor  did  not  include  in  their  October  1980  interim  report  to  the 
Congress  available  information  showing  that  substantial  improvements  were  needed 
both  in  workfare  program  design  and  administrative  procedures.  The  evaluation 
contractor  and  one  of  the  project  sites  had  identified  in  separate  reports  earlier  in 
1980  essentially  the  same  problems  I  have  discussed  today  in  my  testimony — 
legislative  exemptions  are  excessive,  sanctions  are  ineffective,  and  the  30-day  job 
search  is  unnecessary. 

Because  the  concept  cannot  be  said  to  have  been  fairly  tested  until  a  sound 
program  design  is  achieved  and  tested,  delays  in  modifying  obvious  program  defects 
should  not  be  allowed  to  continue.  Also  the  Secretaries  of  Agriculture  and  Labor 
should  provide  the  Congress  more  informative  reporting  on  the  workfare  demonstra- 
tion projects.  Future  progress  and  final  reports  should  fully  explain  both  well- 
defined  and  potential  problems  with  workfare  program  design. 

SCHEDULE  OF  INITIAL  WORKFARE  DEMONSTRATION  PROJECTS 

Location  Type  Date  started  hSlffi 


1.  San  Diego,  Calif Urban July  1, 1979 *  46,084 

2.  Muskingum  County,  Ohio Rural do 3,151 

3.  Rusk  County,  Wis do do 408 

4.  day  County,  S.  Dak do do 214 

5.  Momstown,  Tenn do Aug.  1, 1979 s  2,141 

6.  Sussex  County,  N.J do Nov.  1, 1979 972 

7.  Berkeley  County,  S.C do Dec.  15, 1979 2,971 

1  Households  participating  in  food  stamp  program  as  of  August  1980. 

•San  Diego  tested  the  concept  in  only  2  of  its  9  districts. 

•This  figure  is  for  Hamblen  County  in  which  Momstown  is  located.  No  figure  is  available  for  the  city  of  Momstown. 


CATEGORIES  OF  FOOD  STAMP  RECIPIENTS  EXEMPT  FROM  WORKFARE  PARTICIPATION 

1.  A  person  younger  than  18  years  of  age  or  a  person  60  years  of  age  or  older. 

2.  A  person  physically  or  mentally  unfit  for  employment. 

3.  A  household  member  subject  to  and  participating  in  the  Aid  to  Families  with 
Dependent  Children  Work  Incentive  Program  (AFDC-WIN). 

4.  A  parent  or  other  household  member  who  is  responsible  for  the  care  of  a 
dependent  child  under  12  or  an  incapacitated  person. 

5.  A  parent  or  other  caretaker  of  a  child  under  18  in  a  household  where  another 
able-bodied  parent  is  registered  for  work,  or  is  exempt  as  a  result  of  employment. 

6.  A  person  receiving  unemployment  compensation. 

7.  A  regular  participant  in  a  drug  addiction  or  alcoholic  treatment  and  rehabilita- 
tion program. 

8.  A  person  employed  or  self  employed  and  working  a  minimum  of  30  hours 
weekly  or  receiving  weekly  earnings  at  least  equal  to  the  Federal  minimum  wage 
multiplied  by  30  hours. 

9.  A  student  enrolled  at  least  half  time  in  any  recognized  school,  training  pro- 
gram, or  institution  of  higher  education. 

10.  Total  household  monthly  earned  income  is  greater  than  the  household  month- 
ly food  stamp  allotment. 
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SCHEDULE  Of  WORKFARE  DEMONSTRATION  PROJECTS  IN  EXTENSION  PHASE 

■vrtr  if*  OifestarM  5LSP 

:   <jra  kz    -we  far  cxfy.  but  not  entire  county/ ..    Rural Dec  15. 1979 2.563 

2  jjvm'jxrrt  Am  'Larwe,    do  Jan.  7. 1981  1341 

:   Tuff*  Car/.  ArVCrwtort  County.  Art.  (Fort    Wan/rural    do _ 2,120/1380 

Wr./Var  fc/er. 

t  '*rjez,?jM*i  Ca«f    SarD^,                        Urtan Jan  9.1981* 46.084 

-;  ?«Hr.  Courty  Fa  .'Sr  Petemwg;        do Jan.  15.1981 14,230 

K  /ardertv^  County,  ind.  'Evansvillej  do Jan.  12. 1981 4.803 

7  */^r/  County.  Md  fRockvHIe; do Jan.  29.  1981 _ 5.144 

3  Grand  Raprts.  Ateh  'city  only,  not  Kent  County; do  Jan.  12.  1981 » 11,131 

9  Green  County,  *>  'SprmffieM)  do Jan.  1.1981 5.246 

iO  Hasha.  "H  'Hidsfcorough  County) do Jan.  7.  1981 NA 

li  Bemeiey  County,  SC  'Moncte  Comer, Rural Dec.  1. 1979 _ 2.971 

12.  Greenville  County.  SC.  (Greenvifte) Urban Dec  29. 1979 7,928 

13  Ufa*  County.  Utah  'Provo; Rural Jan.  12.  1981 NA 

14  Tazewell  County.  Va  (TazeweH; do _  Dec  1. 1980 1.659 

1  Horanott  partc^atmt  m  food  stamp  program  as  of  August  1980 

*Oxtonwt«ori  from  ntial  phase  for  wtjrt  county 

Mnrs   hfure   s   for   Kent   County   m   urine*   Grand   Raprts   s   located    No   figure   is   avaiabk   for   fe   crty   of   Gran)   fapids. 

U.S.  General  Accounting  Office, 

Washington,  DC,  May  11,  1981. 
Hon.  Jesse  Helms, 
Chairman,  Committee  on  Agriculture,  Nutrition,  and  Forestry,  U.S.  Senate 

Dear  Mr.  Chairman:  In  response  to  your  April  16,  1981,  letter,  we  are  providing 
our  comments  on  concerns  expressed  by  Senator  Leahy  when  we  appeared  before 
your  Committee  on  April  2,  1981.  Senator  Leahy's  comments  related  to  the  section 
of  our  testimony  which  addressed  overlapping  food  assistance  benefits.  This  informa- 
tion was  based  for  the  most  part  on  our  report  entitled  "Federal  Domestic  Food 
Assistance  programs — A  Time  for  Assessment  and  Change"  (CELV78-113,  June  13, 
1978).  As  discussed  at  the  hearings,  we  request  that  our  response  be  made  part  of 
the  hearings  record  immediately  following  Senator  Leahy's  comments.  Also,  since 
Senator  Leahy  inserted  his  comments  into  the  Congressional  Record,  you  may  wish 
to  do  likewise  with  this  response. 

Senator  Leahy's  comments  are  similar  to  those  contained  in  the  Department  of 
Agriculture's  response  to  our  draft  report.  Our  final  report  to  the  Congress  compre- ' 
hensively  addressed  those  matters.  However,  because  of  the  multiple  subjects  cov- 
ered in  our  testimony  and  the  associated  time  restrictions,  our  statement  could  not 
address  every  facet  of  our  prior  work.  We  believe  that  our  analysis  clearly  demon- 
strated program  overlaps  and  potential  savings,  and  that  our  recommendations 
continue  to  be  valid. 

GAO   REVIEW   OF   FOOD   BENEFIT  OVERLAPS 

Studies  by  the  Congress,  our  Office,  Agriculture,  and  others  have  dealt  with  broad 
issues  concerning  Federal  and  non-Federal  programs  providing  cash  and  inkind 
benefits  (including  food  assistance)  to  eligible  Americans.  We  believe  that  these 
studies,  taken  together,  generally  reinforce  the  findings  of  multiple  program  partici- 
pation and  benefits  we  developed  from  our  analysis  of  participation  in  Federal  food 
assistance  programs.  (A  listing  of  these  studies  taken  from  our  June  1978  report  is 
enclosed.)  Our  analysis  focused  on  program  interrelationships  and  potential  overlaps 
and  gaps  in  Federal  domestic  food  assistance  benefits.  Calculating  the  exact 
amounts  of  the  overlaps  and  potential  savings  was  not  our  principal  objective. 

We  found  that  significant  food  benefit  overlaps  exist.  We  believe  savings  are 
possible  by  eliminating  such  overlaps  but  we  did  not  recommend  immediate  elimina- 
tion of  any  specific  overlap.  We  did  recommend  that  the  executive  branch  determine 
the  precise  extent  of  benefit  overlaps  and  study  the  administrative  feasibility  of 
considering  benefits  from  one  Federal  food  program  when  determining  eligibility 
and  benefits  in  other  Federal  food  programs.  We  also  recommeded  that  the  Congress 
eliminate  benefit  overlaps  based  on  the  results  of  the  executive  branch  study.  We 
agree  with  Senator  Leahy  that  it  is  critically  important  that  the  Congress  have 
accurate  and  unbiased  studies  and  data  in  connection  with  Food  Stamp  Program 
decisions.  Unfortunately,  the  executive  branch  never  implemented  our  recommenda- 
tions. 
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DETAILED  RESPONSE  TO   INDIVIDUAL  CONCERNS 

Senator  Leahy's  statement  contains  specific  concerns  which  can  be  best  addressed 
by  reference  to  information  in  our  report  and  supplemental  data. 

Food  benefits  can  exceed  average  family  food  expenditures 

Senator  Leahy  questioned  our  finding  that  some  households  could  receive  more  in 
food  benefits  than  the  average  amounts  American  families  spend  for  food.  He  said 
that  our  support  was  insufficient  because  our  sample  showed  this  to  be  true  in 
terms  of  average  benefits  for  only  one  category  of  families — those  with  six  or  more 
members.  The  Senator  questioned  the  value  of  this  finding  because  our  sample 
included  only  four  households  with  six  or  more  members  and  one  of  those  house- 
holds contained  16  members.  He  stated  that  unlike  the  report,  the  testimony  did  not 
acknowledge  that  the  findings  on  households  from  this  category  might  be  invalid 
because  the  sample  might  not  have  been  representative. 

The  statement  that  some  households  received  more  in  food  benefits  than  the 
average  amounts  American  families  of  comparable  size  spend  for  food  is  accurate. 
Our  report  showed  that  this  situation  occurred  not  only  in  households  of  six  or  more 
members,  but  also  in  some  two-,  three-,  and  five-member  households.  We  did  not 
believe  it  necessary  to  explain  in  our  testimony  that  our  sample  cases  included  one 
16  member  household  which  may  not  be  representative  of  households  of  six  or  more 
members  because  this  in  no  way  invalidated  our  finding.  Our  review  showed  that 
households  of  various  sizes  could  receive  more  food  assistance  benefits  than  the 
average  amounts  American  families  of  comparable  size  spend  for  food. 

Sample  of  food  benefit  households 

We  test i fed  that  benefit  amounts  in  sample  cases  ranged  from  104  percent  to  192 
percent  of  the  amount  a  household  needed  to  purchase  a  thrifty  food  plan  diet.1 
Senator  Leahy  was  concerned  that  our  testimony  was  misleading  because  we  did  not 
point  out  that  this  applied  to  only  a  third  of  the  entire  sample. 

Our  characterization  of  the  sample  results  did  not  suggest  that  every  case  in  our 
sample  received  multiple  program  food  benefits  in  excess  of  thrifty  food  plan  costs, 
but  rather  that  our  sample  included  such  cases.  Our  report  explains  that  60  of  the 
95  households  sampled  received  benefits  from  at  least  two  assistance  programs  and 
that  half  of  these  60  received  benefits  ranging  from  104  percent  to  192  percent  of 
monthly  thrifty  food  plan  costs.  (All  30  with  benefits  above  100  percent  were  food 
stamp  households.  The  other  30 — whose  benefits  were  less  than  100  percent  of 
thrifty  food  plan  costs — included  only  seven  food  stamp  households.) 

It  is  important  to  note  that  we  compared  only  free  Federal  benefits  with  thrifty 
food  plan  costs.  No  part  of  a  household's  earned  income  or  other  resources  was 
counted  even  though  Food  Stamp  Program  benefits  are  calculated  on  the  premise 
that  most  households  can  and  should  use  some  of  their  own  income  (about  30 
percent)  to  help  pay  for  their  food  needs.  If  a  household's  entire  food  stamp  allot- 
ment were  used  in  the  analysis,  instead  of  the  benefit  (bonus)  part  only,  our 
comparison  would  show  a  higher  percentage  relationship  of  benefits  to  thrifty  food 
plan  costs. 

Senator  Leahy  stated  that  our  samples  were  selected  from  an  area  which  was  not 
representative  of  the  Nation  as  a  whole  because  Aid  to  Families  with  Dependent 
Children  (AFDC)  and  Supplemental  Security  Income  (SSI)  benefits  were  above  the 
national  average.  We  took  our  sample  in  California,  where  AFDC  and  SSI  benefits — 
which  were  included  in  our  calculations — were  higher  than  the  national  average. 

Our  purpose  in  drawing  the  samples  was  not  to  obtain  precise  results  projectable 
to  the  entire  State  or  Nation,  but  to  demonstrate  on  a  small  scale  the  existence  of 
important  food  program  overlaps  and  the  corresponding  need  for  the  executive 
branch  to  do  what  up  to  now  it  has  failed  to  do — gather  national  (or  even  local)  data 
on  the  extent  of  benefit  overlaps  among  the  major  food  programs  and  study  ways  to 
eliminate  these  overlaps  among  the  larger  programs. 

AFDC  and  SSI  benefits  do  vary  by  State.  At  the  time  of  our  review,  California 
provided  relatively  high  AFDC  benefits  but  16  other  States  had  benefits  in  Califor- 
nia's range.  In  calculating  food  benefits  under  the  AFDC  program,  we  wanted  to  be 
conservative  and  use  a  consistent  percentage  (30  percent).  The  amounts  we  used 
were  considerably  lower  than  the  amounts  California  State  and  local  welfare  per- 
sonnel estimated  were  allocated  in  AFDC  payments  to  cover  a  family's  food  needs. 
For  example,  we  used  an  amount  of  about  $105  a  month  for  a  family  of  four  living 
in  California  at  the  time  of  our  review,  compared  with  the  welfare  personnel 


1  A  low-cost  food  plan  the  Department  of  Agriculture  has  developed  to  provide  most  of  the 
recommended  dietary  allowances  established  by  the  National  Academy  of  Sciences. 
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estimate  of  $129  a  month  for  this  size  family.  We  also  included  30  percent  of  SSI 
benefits  in  our  calculation  of  food  assistance  benefits. 

Senator  Leahy  was  also  concerned  that  our  sample  was  not  representative  be- 
cause benefits  under  the  school  breakfast  program  and  the  special  supplemental 
food  program  for  women,  infants,  and  children  (WIC)  were  available  in  our  sample 
area  but  were  not  available  in  every  school  or  county  throughout  the  Nation.  The 
availability  or  nonavailability  of  particular  Federal  food  assistance  programs  in 
particular  areas  are  matters  of  fact  that  do  not  diminish  the  validity  of  our  basic 
point:  that  when  multiple  food  assistance  programs,  whatever  they  are,  are  availa- 
ble, benefit  overlaps  and  potential  savings  can  exist.  In  this  regard  we  note  that 
coverage  and  total  benefits  under  the  two  programs  cited  by  Senator  Leahy  have 
increased  rapidly  between  fiscal  years  1976  and  1980.  Average  monthly  WIC  pro- 
gram coverage  went  from  520,000  to  1,900,000  participants  (annual  benefits  in- 
creased from  $153.4  million  to  an  estimated  $735.2  million)  and  the  availability  of 
the  school  breakfast  program  increased  from  17,300  schools  to  33,400  schools  (annual 
benefits  increased  from  $123.3  million  to  $247  million).  Annual  benefit  levels  were 
estimated  to  increase  to  $927  million  for  the  WIC  program  and  $319  million  for  the 
school  breakfast  program  in  fiscal  year  1981. 

Assigning  values  to  food  program  benefits 

In  our  report  we  compared  Federal  food  benefit  costs  with  the  average  amounts 
American  families  spend  for  food  and  with  Agriculture's  thrifty  food  plan  costs  to 
demonstrate  that  benefit  overlaps  existed  and  that  the  associated  amounts  could  be 
considerable.  Senator  Leahy  said  that  we  incorrectly  assigned  values  to  program 
benefits  when  developing  these  comparisons. 

School  lunch  and  breakfast 

Senator  Leahy  noted  that  the  costs  assigned  to  benefits  received  under  the  school 
lunch  and  breakfast  programs  included  the  entire  Federal  reimbursement  rather 
than  just  the  portion  that  goes  for  food.  He  believed  that  counting  the  full  Federal 
reimbursement  cost,  including  the  portion  applicable  to  labor,  administrative,  and 
other  overhead  costs  associated  with  the  delivery  of  food  to  school  children,  was 
inappropriate.  He  provided  a  number  of  explanations  showing  that  Federal  per-meal 
costs  under  school  feeding  programs  were  greater  than  the  per-meal  amounts  pro- 
vided under  the  thrifty  food  plan. 

In  assigning  values  to  school  meals  served  to  children  in  our  sample  households 
we  included  total  Federal  reimbursement  costs  which  would  include  not  only  the 
purchase  price  of  the  food  but  also  other  reimbursable  costs  associated  with  deliver- 
ing the  lunches  to  the  students.  We  believe  that  for  our  purposes  including  total 
Federal  reimbursement  costs,  rather  than  just  food  purchase  costs,  to  approximate 
the  value  of  free  school  meals  was  appropriate  because  our  objective  in  drawing 
samples  and  assigning  values  to  the  food  benefits  received  by  the  sample  households 
was  to  show  the  total  monetary  impact  of  Federal  food  assistance  program  in  one 
locale. 

However,  in  our  comparison  of  food  benefits  received  by  sample  households  to  the 
average  food  expenditures  by  all  American  families,  we  adjusted  the  benefits  for  the 
sample  households  to  eliminate  the  Federal  food  subsidies  (including  food  commod- 
ities) received  by  participating  school  children  from  both  nonneedy  and  needy 
households.  Thus,  in  the  case  of  school  lunches  at  the  time  of  our  analysis,  the 
maximum  subsidy  of  80.25  cents  was  adjusted  down  to  54  cents.  Also,  in  our 
computation  of  the  estimated  overlap  between  the  Food  Stamp  Program  and  free 
school  lunches,  we  used  the  average  cash  subsidy  for  a  free  lunch  only  (54  cents)  not 
the  total  maximum  Federal  subsidy  of  80.25  cents. 

It  should  be  noted  that  even  the  full  Federal  reimbursement  does  not  cover  all 
school  costs  in  providing  meals  to  students — additional  contributions  are  made  from 
non-Federal  sources  within  the  States.  In  a  recent  review  at  seven  school  districts, 
we  found  that  in  addition  to  making  direct  contributions  to  their  food  service 
division,  the  districts  paid  for  other  costs  applicable  to  food  service  such  as  utilities, 
insurance,  lunchroom  aides,  custodians,  and  central  office  expenses. 

Also,  the  fact  that  school  lunch  costs  are  not  equal  to  the  allocated  per  meal  costs 
under  the  thrifty  food  plan  was  not  directly  relevant  to  our  analysis.  Benefit 
overlaps,  in  the  context  our  report  and  testimony,  are  simply  rough  estimates  of  the 
Federal  costs  of  overlapping  benefits.  In  the  case  of  overlap  between  the  school 
lunch  program  and  the  Food  Stamp  Program,  we  clearly  stated  in  our  testimony  as 
follows: 

"Because  our  computation  is  based  on  the  cost  of  the  Federal  subsidy  for  school 
lunches  which  is  greater  than  the  value  of  a  lunch  benefit  under  the  thrifty  food 

Slan,  potential  savings  from  offsetting  school  lunch  benefits  against  food  stamp 
enefits  would  realistically  be  somewhat  less  than  the  overlap  amount" 
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Elimination  of  such  overlap  through  adjustments  in  food  stamp  benefits  would  be 
based  on  the  allocated  thrifty  food  plan  meal  cost— not  on  the  total  Federal  cost  of 
providing  a  free  school  lunch. 

Special  supplemental  food  program  for  women,  infants,  and  children  (WIC) 
Senator  Leahy  stated  that  we  overvalued  WIC  benefits  by  21  percent  because  we 
used  the  maximum  amount  listed  on  the  WIC  voucher  rather  than  the  amount 
actually  spent  in  purchasing  the  authorized  food  items.  The  21  percent  represents  a 
$4.25  difference  between  the  $20.00  average  monthly  redemption  value  of  WIC 
benefits  in  California  during  the  time  of  our  review  and  the  $24.25  maximum 
amount  in  California  that  we  used  in  our  computation. 

At  the  time  of  review,  we  did  not  have  information  on  actual  redemption  amounts 
for  WIC  vouchers.  Also,  the  purpose  of  our  analysis  was  to  determine  the  maximum 
potential  for  food  assistance  benefits  that  households  could  receive.  The  benefit  level 
would  be  less  than  the  maximum  if  the  recipient  either  did  not  obtain  all  of  the 
authorized  items  or  the  store  charged  less  than  the  maximum  amount  authorized 
for  those  items.  We  would  point  out,  however,  that  only  2  of  the  30  households  in 
our  sample  that  participated  in  more  than  one  program  and  received  benefits 
totaling  more  than  100  percent  of  thrifty  food  plan  costs  received  WIC  benefits. 
Therefore,  the  impact  on  our  analysis  would  have  been  minimal  even  if  actual  WIC 
voucher  redemption  data  had  been  used. 

Special  milk 

The  Senator  questioned  our  use  of  the  Oakland,  California,  reimbursement  rate 
when  assigning  a  value  to  free  special  milk  benefits  because  the  Oakland  figure 
(10.7  cents)  was  9  percent  higher  than  the  national  average  reimbursement  rate 
(9.85  cents).  He  pointed  out  that  while  we  used  the  correct  rate  for  Oakland,  our 
findings  were  not  representative  of  the  Nation  as  a  whole. 

As  stated  earlier  in  these  comments,  we  did  not  say  that  the  California  area  was 
representative  nationally.  It  was  not  our  purpose  to  obtain  nationally  projectable 
results  but  to  demonstrate  on  a  local  scale  the  existence  of  food  benefit  overlaps  and 
to  encourage  further  executive  branch  study.  As  a  practical  matter,  the  milk  value 
difference  of  less  than  1  cent  would  make  little  or  no  difference  in  our  comparisons. 

Senator  Leahy  also  pointed  out  that  our  review  was  made  at  a  time  when  an 
additional  free  milk  had  to  be  offered  to  children  receiving  free  lunches.  This 
benefit,  although  no  longer  mandatory,  has  not  been  eliminated.  Current  regula- 
tions state  that  any  school  district  or  nonprofit  child  care  institution  may  elect  to 
serve  an  additional  free  milk  to  students  eligible  to  receive  free  lunches.  Therefore, 
in  such  schools,  these  benefits  would  be  part  of  a  household's  total  food  assistance 
benefits. 

Elderly  nutrition 

Senator  Leahy  also  said  that  the  value  we  assigned  to  hot  lunches  served  in  the 
elderly  nutrition  program  would  equal  70  percent  of  the  daily  cost  of  the  thrifty 
food  plan  and  allow  only  39  cents  for  an  indigent  elderly  person  to  feed  himself  or 
herself  breakfast  and  dinner  and  still  remain  within  the  thrifty  food  plan  amount. 
He  was  also  concerned  that  we  did  not  recognize  that  elderly  persons  pay  for  part  of 
these  meals  and  that  most  do  not  participate  5  days  a  week. 

As  noted  earlier,  we  were  attempting  to  measure  the  maximum  potential  overlap 
and  have  recognized  that  benefits  in  excess  of  the  thrifty  food  plan  costs  are  not 
necessarily  the  same  as  achievable  savings.  In  any  event,  as  explained  in  our  report, 
elderly  nutrition  program  benefits  did  not  affect  our  computations  because  none  of 
the  participating  households  in  our  sample  received  these  benefits.  Two  of  our 
hypothetical  households  were  assumed  to  participate.  We  assumed  that  these  par- 
ticipants made  no  voluntary  contributions  and  participated  in  the  program  5  days  a 
week — situations  that  we  explained  might  not  be  typical  but  are  not  improbable. 
(Agriculture  officials  told  us  that  specific  information  was  not  available  for  either 
total  participant  payments  or  average  contribution  per  participant.) 

Inclusion  of  part  ofAFDC  and  SSI  benefits  as  food  assistance 
Senator  Leahy  said  that  we  had  improperly  included  AFDC  and  SSI  benefits  in 
our  calculation  of  food  assistance  benefits.  As  the  Senator  noted,  benefits  from  these 
two  programs  are  considered  in  determining  eligibility  and  benefit  levels  under  the 
Food  Stamp  Program.  However,  counting  AFDC  and  SSI  benefits  as  income  in 
calculating  monthly  food  stamp  allotments  does  not  eliminate  overlapping  food 
assistance  benefits. 

AFDC  payments  contain  a  food  component  and  Federal  and  State  officials  told  us 
that  California  SSI  benefits  were  intended  to  cover  the  basic  needs  of  an  individual, 
including  food.  We  assumed  30  percent  would  be  a  reasonable  measure  of  the  food 
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component.  In  the  case  of  AFDC  we  used  the  30-percent  figure  despite  the  fact  that 
it  resulted  in  total  food  benefits  which  were  considerably  lower  than  the  maximum 
amounts  California  State  and  local  welfare  personnel  estimated  were  allocated  in 
AFDC  payments  to  cover  a  family's  food  needs.  California  personnel  estimated  that 
$129  of  the  $349  AFDC  payment  for  a  four-member  household,  or  37  percent,  was 
allocated  for  food.  We  used  $105,  or  30  percent,  in  our  analysis. 

AFDC  and  SSI  benefits  do  not  always  represent  the  sole  income  recipient  house- 
holds have  and  therefore  do  not  always  constitute  a  household's  total  gross  income. 
Some  AFDC  households,  for  example,  have  earned  income  and  some  receive  other 
in  kind  income  through  other  benefit  programs.  In  our  report  entitled  "Public  Assist- 
ance Benefits  Vary  Widely  from  State  to  State,  but  Generally  Exceed  the  Poverty 
Line"  (HRD-81-6,  November  14,  1980),  we  noted  that  AFDC  recipients  in  sample 
cases  participated  in  an  average  of  4.4  programs.  The  most  frequent  participation, 
by  order  of  occurrence,  was  in  AFDC,  Medicaid,  food  stamp,  school  lunch,  and 
subsidized  housing  programs.  Although  these  results  cannot  be  projected  nationally, 
our  work  showed  that  about  80  percent  of  the  1,061  active  welfare  cases  in  the 
sample  had  benefit  and  income  packages  exceeding  the  poverty  line. 

Senator  Leahy  said  that  it  should  not  be  assumed  that  30  percent  of  AFDC 
benefits  are  available  for  food.  He  observed  that  low  AFDC  benefits  in  some  States 
make  it  highly  unlikely  that  families  in  those  States  would  have  any  AFDC  money 
left  for  food  after  satisfying  shelter,  clothing,  transportation  and  other  necessities. 

We  believe  that  the  information  in  our  report  cited  above  shows  that  needy 
families  are  not  totally  dependent  on  AFDC  benefits  for  necessities.  We  recognize 
that  AFDC  benefits  vary  from  State  to  State.  However,  we  believe  that  AFDC  and 
SSI  benefits  contain  an  element  of  food  assistance  and  that  failure  to  recognize  this 
would  understate  food  assistance  benefits. 

In  administering  the  AFDC  program,  each  State  develops  a  "need  standard" — an 
amount  allowed  for  all  basic  needs  (as  defined  by  the  State) — from  which  AFDC 
payments  are  derived.  As  of  September  1979,  the  percent  of  the  need  standard 
allowed  by  the  States  for  food  for  a  family  of  four  averaged  about  40  percent.  AFDC 
payments  in  24  States  were  equal  to  their  respective  need  standards.  Although 
other  varying  amounts  were  paid  as  AFDC  benefits  in  other  States,  we  believe  it 
appropriate  to  consider  each  amount  as  containing  a  food  element.  For  our  analysis, 
we  used  30  percent.  As  pointed  out  in  other  sections  of  our  analysis,  other  assump- 
tions would  generate  different  results. 

As  a  final  comment,  Senator  Leahy  said  that  over  half  the  States  pay  combined 
AFDC  and  food  stamp  benefits  of  75  percent  or  less  of  the  poverty  line.  However, 
this  does  not  take  into  account  that  needy  households  may  participate  in  more  than 
these  two  programs.  Our  1980  report  showed  that  most  of  our  sample  AFDC  house- 
holds had  earned  income  and  benefits  exceeding  the  poverty  line. 

It  appears  to  us  that  Senator  Leahy's  concerns  arise  from  a  basic  assumption  that 
the  results  of  our  study  provide  precise  estimates  and  are  protectable  and  typical  for 
the  entire  Nation,  whereas  our  purpose  was  to  demonstrate  that  overlaps  and 
potential  savings  exist.  Other  studies  confirm  that  overlaps  exist.  Recognizing  that 
more  information  was  needed,  we  recommended  that  the  executive  branch  make 
further  studies  before  revising  existing  programs.  This  has  not  been  done. 

We  appreciate  the  opportunity  to  respond  to  Senator  Leahy's  comments  on  our 
testimony  before  your  Committee. 
Sincerely  yours, 

Henry  Eschwege,  Director. 

Enclosure. 

Studies  of  Federal  Food  Assistance  Programs 

1.  "Public  Income  Transfer  Programs:  The  Incidence  of  Multiple  Benefits  and  the 
Issues  Raised  by  Their  Receipt" (April  1972,  revised  December  1973) 
This  study,  prepared  by  the  staff  of  the  Subcommittee  on  Fiscal  Policy  of  the 
Congressional  Joint  Economic  Committee,  disclosed  that  in  fiscal  year  1972  public 
income  transfer  programs  were  expected  to  pay  $100  billion  in  benefits  to  the  119 
million  persons  participating  in  such  programs.  These  figures  represented  about  60 
million  different  individuals  each  receiving,  on  the  average,  benefits  from  at  least 
two  programs.  More  specifically,  the  study  used  existing  program  data  for  fiscal 
year  1971  to  estimate  that — 

33  percent  of  both  food  stamp  and  food  distribution  households  had  children 
receiving  free  or  reduced-price  school  lunches;  and 

44  percent  of  AFDC  families  also  received  medicaid  benefits,  food  stamps  (or 
food  distribution),  and  free  or  reduced-price  school  lunches. 
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The  study  noted,  however,  that  an  information  gap  existed  on  program  overlaps. 
One  conclusion  was  that,  although  no  wrongdoing  was  implied  when  persons  used 
benefits  to  which  they  were  legally  entitled,  multiple  benefit  eligibility  required 
maintenance  of  similar  beneficiary  records  by  many  different  agencies,  increased 
the  workload  in  agency  auditing  procedures,  and  often  required  recipients  to  deal 
regularly  with  several  physically  separate  bureaucracies. 

2.  "How  Public  Welfare  Benefits  Are  Distributed  in  Low-Income  Areas"  (March  1973) 
This  study  reported  the  results  of  work  we  did  for  the  Joint  Economic  Commit- 
tee's Subcommittee  on  Fiscal  Policy.  The  study  was  based  on  a  random  sample  of 
1,758  households  residing  in  low-income  areas  from  six  different  localities:  five  cities 
and  one  group  of  rural  counties.  The  records  of  100  Federal,  State,  and  local 
programs  (food  assistance  as  well  as  other  tvpes)  were  examined  to  determine 
whether  any  members  of  the  sampled  households  participated  in  them. 

The  study  revealed  that  1,059  households  received  benefits  in  144  unique  combina- 
tions. Those  receiving  only  one  benefit  were  atypical,  since  about  two-thirds  of  all 
beneficiary  households  received  more  than  one  benefit  and  about  one-fifth  benefited 
from  five  or  more  different  programs.  A  tabulation  of  data  from  this  study  showed 
that  34  percent  of  198  households  getting  food  stamps  also  had  children  receiving 
free  school  lunches.  The  study  concluded  that  certain  types  of  households  were  more 
likely  than  others  to  receive  multiple  benefits.  These  included  large  households, 
those  with  dependent  children,  and  those  with  household  heads  age  65  or  over. 

3.  "National  Survey  of  Food  Stamp  and  Food  Distribution  Program  Findings  on 

Income  Sources  and  Amounts  and  Incidence  of  Multiple  Benefits"  (December 

1974) 
This  study,  undertaken  by  Agriculture  at  the  request  of  the  Joint  Economic 
Committee's  Subcommittee  on  Fiscal  Policy,  is  sometimes  referred  to  as  the  "Chil- 
ton Study,"  because  Chilton  Research  Services  collected  and  tabulated  the  survey 
data.  The  study,  based  on  a  nationwide  sample  in  which  personal  interviews  reflect- 
ing November  1973  data  were  completed  for  2,191  food  stamp  and  2,364  food  distri- 
bution households,  found  that  sample  households  received  benefits  from  an  average 
of  three  major  Federal  income  transfer  programs.  As  shown  below,  those  households 
receiving  benefits  from  five  or  more  programs  accounted  for  about  11  percent  of 
food  stamp  households  and  about  15  percent  of  food  distribution  households.  One- 
program  households  (that  is,  those  receiving  benefits  from  only  the  food  stamp  or 
food  distribution  program)  accounted  for  about  7  percent  of  food  stamp  and  4.5 
percent  of  food  distribution  households. 

Households  Percent 


Number  of  programs  from  which  benefits  were  received  ^mH 

Food  stamp        Food  distribution       Food  stamp         distribution 

1 134  64  6.7  4.5 

2 587  343  29.3  24.0 

3 628  482  31.6  33.8 

4 427  331  21.5  23.2 

5 176  174  8.9  12.1 

6 30  28  1.5  2.0 

7 5  6  .3  .4 

8 1 0 0 0_ 

Total « 1,988     » 1,428 

1  Excludes  those  households  in  the  total  sample  which  did  not  participate  in  either  the  food  stamp  or  food  distribution  program  during  November 
1973. 

The  four  major  income  transfer  sources,  which  accounted  for  nearly  two-thirds  of 
the  total,  were  AFDC,  medicaid,  social  security,  and  food  stamps  (or  food  distribu- 
tion). School  lunches  were  the  most  frequently  received  benefit  for  food  stamp 
households — 38  percent  of  such  households  had  one  or  more  children  who  also 
participated  in  the  school  lunch  program. 

Percent  of  food 

Income  transfer  sources:  9tamP  households 

School  lunch »38.1 

AFDC 36.6 

Medicaid 30.0 

SSI 14.1 

Special  milk 13.1 
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Income  transfer  sources:  *^*^u* 

School  breakfast €U6 

Supplementary  food 2.4 

Special  food  service  fnow  child  care  food  and  summer  food) L2 

1  A  subsequent  report  by  Agriculture  indicated  that,  of  the  approximately  38 
stamp  households  With  one  or  more  children  receiving  school  lunches,  37  peree 
lunches  and  1  percent  received  paid  lunches. 

I  "Observations  on  the  Food  Stamp  Program  "  (RED-75-3J&  Feb.  28, 1975) 

This  GAO  report  concluded,  among  other  things,  that  automatic  food  stamp 
eligibility  for  AFDC  households  perpetuated  an  inequity  by  allowing  AFDC  F 
holds,  in  some  cases,  to  have  incomes  exceeding  the  food  stamp  program's  i 
income  eligibility  levels  for  households  in  which  all  members  did  not  i 
assistance  f roughly  half  of  all  food  stamp  recipients).  The  report  recommended  that 
food  stamp  regulations  be  revised  to  eliminate  the  inconsistencies  in  program 
income  criteria  to  assure  the  equitable  treatment  of  all  people  who  wish  to  partici- 
pate in  the  program.  The  Food  Stamp  Act  of  1977  eliminated  automatic  food  stamp 
eligibility  for  AFDC  and  SSI  households.  (See  pp.  47  and  48.) 

5.  "A  Report  in  Accordance  With  Senate  Resolution  58"  (July  1975) 

This  report  was  prepared  by  Agriculture's  Food  and  Nutrition  Service  for  the 
former  Senate  Committee  on  Agriculture  and  Forestry.  One  chapter  of  the  report 
centered  on  the  relationship  of  the  food  stamp  program  to  other  Federal  programs 
and  included  the  Chilton  Study  results. 

According  to  the  report,  persons  participating  in  the  food  stamp  program  (which 
is  to  provide  assistance  sufficient  for  a  household  to  obtain  a  more  nutritionally 
adequate  diet)  might  be  receiving  duplicate  benefits  from  enrollment  in  various 
"overlapping"  Federal  food  programs,  such  as  school  breakfast,  special  milk,  and 
WIC.  Tne  report  stated  that  probably  the  best  case  for  overlapping  food  program 
benefits  could  be  made  for  the  food  stamp  and  school  lunch  programs.  According  to 
the  Food  and  Nutrition  Service — 

school  lunches  are  provided  at  a  time  and  place  that  make  it  inconvenient  to 
depend  on  household  food  supplies; 
school  lunches  provide  more  adequate  nutrition  than  bag  lunches;  and 
1970  amendments  to  the  National  School  Lunch  and  Child  Nutrition  Acts 
stated  that  all  school  children  should  have  access  to  school  lunches,  and  those 
children  unable  to  pay  for  their  meals  should  receive  them  free  or  at  a  reduced 
price. 
The  report  pointed  out  that  the  monetary  value  of  school  lunches  could  add 
considerably  to  the  Federal  food  assistance  received  by  food  stamp  households.  For  a 
family  of  four  that  had  two  children  in  school  receiving  free  lunches  and  also 
received  the  nationwide  average  food  stamp  bonus  value,1  the  additional  benefits 
from  free  school  lunches  potentially  added  26  percent  to  the  food  assistance  received 
through  bonus  food  stamps  during  fiscal  year  1974. 

6.  "Evaluation  of  School  Lunch  and  School  Breakfast  Programs  in  the  State  of 

Washington^  (September  1975) 

This  study,  prepared  for  the  Food  and  Nutrition  Service  by  Washington  State 
University  personnel,  involved  a  sample  of  1,007  households  with  elementary-school- 
age  children  in  various  school  districts  in  the  State  of  Washington.  The  sample  was 
stratified  toward  low-income  families.  The  study  concluded  that,  during  1972-73,  85 
percent  of  the  254  sampled  households  that  received  food  stamps  also  had  children 
getting  free  school  lunches.  This  percentage  increased  to  95  percent  when  food 
stamp  households  living  in  the  one  school  district  in  the  study  that  did  not  have  a 
school  lunch  program  were  excluded  from  the  analysis. 

In  addition,  the  study  stated  that  the  school  lunch  program  contributed  between 
28  and  47  percent  of  the  total  energy  and  nutrient  intake  of  participating  children. 
The  study  also  indicated  that  the  254  sample  households  receiving  food  stamps  in 
1972-73  averaged  about  $204  as  the  total  value  of  food  obtained  monthly,  with 
bonus  food  stamps  and  free  lunches  accounting  for  $91  (45  percent)  of  this  total;  the 
balance  was  supplied  by  the  food  stamp  purchase  requirement  and  other  out-of- 
pocket  outlays  by  the  households.  (The  study  contained  little  information  on  the 
school  breakfast  program  because  only  about  2  percent  of  the  sample  households 
participated  in  the  program.) 


1  The  food  stamp  bonus  value  is  the  difference  between  the  face  value  of  food  stamps  and  their 
purchase  price. 
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7.  "Title  VII Survey" (April  1976) 

In  this  study,  the  staff  of  the  former  Senate  Select  Committee  on  Nutrition  ancf 
Human  Needs  estimated  that,  on  the  average,  30  percent  of  the  participants  in  the 
nutrition  program  for  the  elderly— authorized  by  title  VII  of  the  Older  Americans 
Act  of  1965 — also  received  food  stamps. 

8.  "Toward  Efficiency  and  Effectiveness  in  the  WIC  Delivery  System"  (April  1976) 
This  study  was  prepared  for  the  Food  and  Nutrition  Service  by  the  Urban  Insti- 
tute and  was  based  on  an  April  1975  survey  of  96  WIC  clinics  and  3,600  WIC 
participants.  The  study  showed  that  about  half  the  sampled  WIC  recipient  house- 
holds received  food  stamps.  Using  program  data  from  February  1977,  we  inferred 
from  this  estimate  that  about  5  percent  of  all  food  stamp  households  also  participat- 
ed in  WIC. 

The  study  also  indicated  that  31  percent  of  the  WIC  households  in  the  survey  had 
one  or  more  children  being  served  either  free  or  reduced-price  lunches  at  school, 
and  7  percent  of  the  households  in  the  survey  had  at  least  one  child  being  served 
free  or  reduced-price  breakfasts  at  school. 

9.  "Characteristics  of  Food  Stamp  Households,  September  1975"  (May  1976) 

On  the  basis  of  September  1975  data  for  a  nationwide  random  sample  of  10,855 
food  stamp  households  living  in  the  continental  United  States  or  Hawaii,  the  Food 
and  Nutrition  Service  reported  that  42  percent  of  the  households  surveyed  received 
AFDC  income  and  17  percent  received  SSI  income.  The  study,  however,  did  not 
cover  participation  in  other  Federal  food  assistance  programs. 

10.  "Multiple  Welfare  Benefits  in  New  York  City"  (August  1976) 

This  study,  prepared  by  the  Rand  Corporation  under  a  grant  from  the  Depart- 
ment of  Health,  Education,  and  Welfare  (HEW),  drew  its  findings  from  a  17-percent 
sample  of  all  AFDC  cases  on  the  New  York  City  welfare  rolls  in  December  1974 
(42,450  cases  surveyed).  The  study  stated  that: 

The  average  AFDC  case  received  $6,088  in  total  annual  income  from  all 
identifiable  sources  in  1974.  Nearly  $3,400  was  received  from  the  basic  AFDC 
assistance  payment  and  shelter  allowances,  $1,600  from  medicaid  benefits,  $500 
from  food  stamp  bonuses,  $128  in  social  services,  and  $460  from  non welfare 
income. 

66  percent  of  the  AFDC  cases  studied  had  been  on  the  rolls  continuously  for  3 
or  more  years,  26  percent  had  been  on  continuously  for  less  than  3  years,  and  8 
percent  were  on  welfare  intermittently  during  the  3-year  period  studied. 

The  receipt  of  cash  and  inland  income  raised  the  average  AFDC  case  in  New 
York  City  over  the  Federal  poverty  level.  However,  10  to  20  percent  of  the 
sampled  cases  failed  to  achieve  this  level. 

Data  from  similar  studies  in  Michigan  and  California  showed  that  New  York 
City  welfare  benefits  and  other  income  were  slightly  higher  than  in  Michigan 
but  about  in  line  with  those  received  in  California. 
One  of  the  study's  principal  conclusions  was  that  the  provision  of  multiple  bene- 
fits provided  the  means  for  many,  but  not  all,  welfare  families  in  New  York  City  to 
live  at  an  income  level  above  the  federally  defined  poverty  level.  The  study  did  not 
cover  Federal  food  assistane  programs  other  than  food  stamps  and  AFDC. 

11.  "Overlapping  Food  Programs— Alternatives"  (December  1976> 

This  unofficical  paper,  prepared  by  Food  and  Nutrition  Service  staff  and  submit- 
ted to  the  Office  of  Management  and  Budget  and  the  Congressional  Research 
Service,  stated  that  duplicate  or  overlapping  benefits  between  the  food  stamp  pro- 
gram and  other  Federal  food  assistance  programs  should  be  minimized  to  (1)  elimi- 
nate double  costs  to  the  taxpayer  and  (2)  end  the  benefit  inequities  among  certain 
households  with  equal  needs.  The  paper  said  there  currently  were  no  good  official 
estimates  of  the  amount  of  overlapping  food  benefits.  But  it  estimated,  using  data 
from  the  Service's  September  1975  survey  of  the  characteristics  of  food  stamp 
households,  that  there  were  6.8  million  school-age  children  in  food  stamp  households 
with  monthly  incomes  below  the  income  eligibility  limit  for  free  or  reduced-price 
meals  under  the  school  lunch  program. 

The  paper  listed  the  following  alternatives  to  remedy  the  problem  of  benefit 
overlaps  between  food  stamps  and  the  other  feeding  programs  administered  by  the 
Service  (for  example,  school  lunch,  school  breakfast,  summer  feeding,  child  care 
food,  and  WIC): 

Eliminate  the  other  Service  feeding  programs  that  cause  the  overlap  with 
food  stamps. 

Eliminate  the  other  Service  feeding  programs  but  increase  food  stamp  bene- 
fits for  certain  families. 
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projects.  It  is  not  clear  whether  the  cost  of  workfare  should  be  measured  based  on 
only  incremental  costs  or  whether  all  allocable  costs  should  also  be  counted. 

We  developed  "ball  park"  cost  amounts  from  available  data  and  various  estimates 
provided  by  project  staffs.  We  believe,  however,  that  it  would  be  inappropriate  at 
this  time  to  draw  any  hard  conclusions  about  the  cost  effectiveness  of  the  first  year 
workfare  demonstration  program  from  these  amounts. 

Estimated  annual  project  cost 

Project: 

Berkeley l  $34,500 

Clay 7,000 

Morristown l  23,700 

Muskingum 29,400 

Rusk 9,800 

San  Diego 237,700 

Sussex l  17,900 

Total 360,000 

1  Project  operated  less  than  a  year.  Amounts  represent  annualized  estimates. 

In  addition  to  the  matters  discussed  earlier,  the  following  factors  should  be  taken 
into  account  in  considering  the  above  costs. 

We  were  able  to  identify  additional  costs  directly  attributable  to  the  workfare 
project  at  only  four  of  the  seven  projects.  These  were  the  salaries  of  full-time  staff 
m  the  workfare  office.  Other  workfare  costs  and  all  food  stamp  office  costs  were 
based  on  allocations  and  estimates. 

About  $95,000  of  the  above  costs  represent  special  evaluation  costs  reimbursed  by 
a  private  firm  hired  to  evaluate  the  demonstration.  Much  of  these  costs  would  not 
be  typical  of  a  regular  ongoing  workfare  operation. 

Project  staffing  and  staffing  costs  vary  tremendously  and  we  cannot  say  what 
would  be  reasonable  in  this  regard. 

For  the  ongoing  extended  workfare  demonstration,  Agriculture  has  identified  the 
types  of  costs  that  will  be  reimbursed.  This  should  provide  a  better  cost  picture  for 
the  extended  workfare  phase.  We  note  in  this  connection  that  Agriculture  plans  to 
reimburse  100  percent  of  project  evaluation  costs  which  will  represent  a  significant 
portion  (perhaps  30  percent)  of  total  administrative  costs  for  the  extended  phase. 

Data  on  workfare  benefits  has  been  even  more  sketchy  then  cost  data.  The  dollar 
value  of  work  performed  and  sanctions  applied  is  as  follows: 

Value  of  work  performed  and  sanctions  applied 

Project: 

Berkeley l  $10,600 

Clay 100 

Morristown l  15,300 

Muskingum 44,400 

Rusk 3,100 

San  Diego 37,600 

Sussex » 2,600 

Total 113,700 

1  Projects  operated  less  than  a  year.  Amounts  represent  annualized  estimates. 

There  are  additional  real  benefits  that  have  not  been  or  cannot  be  measured  in 
dollars.  Good  information  is  not  available  on: 

The  savings  in  food  stamp  benefits  resulting  from  individuals  not  applying  for 
food  stamps  or  leaving  the  program  because  of  their  disinclination  to  participate  in 
workfare.  (Limited  information  at  three  projects  identified  at  least  24  individuals 
who  did  not  complete  their  food  stamp  application  because  of  this  reason.) 

The  savings  in  food  stamp  benefits  resulting  from  recipients  finding  regular  jobs 
and  either  leaving  the  program  or  receiving  reduced  benefits. 

The  value  of  any  work  training  or  work  ethic  that  participants  may  have  ac- 
quired. 

Regarding  the  last  point,  in  our  discussions  with  individuals  in  workfare  jobs, 
many  of  them  said  that  they  preferred  to  work  for  their  food  stamps  rather  than 
receiving  them  free. 

The  above  matters  seem  very  pertinent  to  any  assessment  of  program  benefits 
because  workfare  programs  are  generally  developed  to  achieve  one  or  more  of  the 
following  objectives: 
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1.  To  return  something  of  value  to  the  community  for  its  support  of  the 
recipients. 

2.  To  introduce  the  individual  to  the  work  environment. 

3.  To  act  as  a  deterrent  to  program  participation  for  those  who  could  work, 
but  choose  not  to  work. 

Changes  in  law,  in  program  regulations,  and  in  program  administration  to  ad- 
dress the  problems  discussed  earlier  in  this  statement  also  would  have  significant 
impact  on  workfare  effectiveness  and  benefits. 

Inadequate  reporting  to  the  Congress 

Agriculture  and  Labor  did  not  include  in  their  October  1980  interim  report  to  the 
Congress  available  information  showing  that  substantial  improvements  were  needed 
both  in  workfare  program  design  and  administrative  procedures.  The  evaluation 
contractor  and  one  of  the  project  sites  had  identified  in  separate  reports  earlier  in 
1980  essentially  the  same  problems  I  have  discussed  today  in  my  testimony — 
legislative  exemptions  are  excessive,  sanctions  are  ineffective,  and  the  30-day  job 
search  is  unnecessary. 

Because  the  concept  cannot  be  said  to  have  been  fairly  tested  until  a  sound 
program  design  is  achieved  and  tested,  delays  in  modifying  obvious  program  defects 
should  not  be  allowed  to  continue.  Also  the  Secretaries  of  Agriculture  and  Labor 
should  provide  the  Congress  more  informative  reporting  on  the  workfare  demonstra- 
tion projects.  Future  progress  and  final  reports  should  fully  explain  both  well- 
defined  and  potential  problems  with  workfare  program  design. 

SCHEDULE  OF  INITIAL  WORKFARE  DEMONSTRATION  PROJECTS 

Location  Type  Date  started  5££ER 


1.  San  Diego,  Calif Urban July  1, 1979 a  46,084 

2.  Muskingum  County,  Ohio Rural do 3,151 

3.  Rusk  County,  Wis do do 408 

4.  Clay  County,  S.  Dak do do 214 

5.  Morristown,  Tenn do Aug.  1, 1979 s  2,141 

6.  Sussex  County,  NJ do Nov.  1, 1979 972 

7.  Berkeley  County,  S.C do Dec.  15, 1979 2,971 

1  Households  participating  in  food  stamp  program  as  of  August  1980. 

2  San  Diego  tested  the  concept  in  onty  2  of  its  9  districts. 

3  This  figure  is  for  Hamblen  County  in  which  Morristown  is  located.  No  figure  is  available  for  the  city  of  Morristown. 

CATEGORIES  OF  FOOD  STAMP  RECIPIENTS  EXEMPT  FROM  WORKFARE  PARTICIPATION 

1.  A  person  younger  than  18  years  of  age  or  a  person  60  years  of  age  or  older. 

2.  A  person  physically  or  mentally  unfit  for  employment. 

3.  A  household  member  subject  to  and  participating  in  the  Aid  to  Families  with 
Dependent  Children  Work  Incentive  Program  (AFDC-WIN). 

4.  A  parent  or  other  household  member  who  is  responsible  for  the  care  of  a 
dependent  child  under  12  or  an  incapacitated  person. 

5.  A  parent  or  other  caretaker  of  a  child  under  18  in  a  household  where  another 
able-bodied  parent  is  registered  for  work,  or  is  exempt  as  a  result  of  employment. 

6.  A  person  receiving  unemployment  compensation. 

7.  A  regular  participant  in  a  drug  addiction  or  alcoholic  treatment  and  rehabilita- 
tion program. 

8.  A  person  employed  or  self  employed  and  working  a  minimum  of  30  hours 
weekly  or  receiving  weekly  earnings  at  least  equal  to  the  Federal  minimum  wage 
multiplied  by  30  hours. 

9.  A  student  enrolled  at  least  half  time  in  any  recognized  school,  training  pro- 
gram, or  institution  of  higher  education. 

10.  Total  household  monthly  earned  income  is  greater  than  the  household  month- 
ly food  stamp  allotment. 
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SCHEDULE  OF  WORKFARE  DEMONSTRATION  PROJECTS  IN  EXTENSION  PHASE 

Location  Type  Date  started  iSSj2SPi 


1.  Yuma,  Ariz,  (more  than  city,  but  not  entire  county) Rural Dec.  15,  1979 2,563 

2.  Lonoke  County,  Ark.  (Lonoke) do Jan.  7, 1981 1.341 

3.  Sebastian  County,  Ark./Crawford  County,  Ark.  (Fort   Urban/rural do 2,120/1,360 

Smith/Van  Buren). 

4.  San  Diego  County,  Calif.  (San  Diego) Urban Jan.  9, 1981 2 46,084 

5.  Pinellas  County,  Fla.  (St.  Petersburg) do Jan.  15, 1981 14,230 

6.  Vanderburgh  County,  Ind.  (Evansville) do Jan.  12,  1981 4,803 

7.  Montgomery  County,  Md.  (Rockville) do Jan.  29, 1981 5,144 

8.  Grand  Rapids,  Mich,  (city  only,  not  Kent  County) do Jan.  12, 1981 *  11,131 

9.  Green  County,  Mo.  (Springfield) do Jan.  1, 1981 5,246 

10.  Nasha,  N.H.  (Hillsborough  County) do Jan.  7,  1981 HA 

11.  Berkeley  County,  S.C.  (Moncks  Corner) Rural Dec.  1,  1979 2,971 

12.  Greenville  County,  S.C.  (Greenville) Urban Dec.  29, 1979 7,928 

13.  Utah  County,  Utah  (Provo) Rural Jan.  12,  1981 NA 

14.  Tazewell  County,  Va.  (Tazewell) do Dec  1, 1980 1,659 

1  Households  participating  in  food  stamp  program  as  of  August  1980. 

1  Continuation  from  initial  phase  for  entire  county. 

3  This   figure   is   for   Kent   County   in   which   Grand   Rapids   is   located.    No   figure   is   available   for   the   city  of   Grand   Rapids. 

U.S.  General  Accounting  Office, 

Washington,  D.C.,  May  11,  1981. 
Hon.  Jesse  Helms, 
Chairman,  Committee  on  Agriculture,  Nutrition,  and  Forestry,  U.S.  Senate 

Dear  Mr.  Chairman:  In  response  to  your  April  16,  1981,  letter,  we  are  providing 
our  comments  on  concerns  expressed  by  Senator  Leahy  when  we  appeared  before 
your  Committee  on  April  2,  1981.  Senator  Leahy's  comments  related  to  the  section 
of  our  testimony  which  addressed  overlapping  food  assistance  benefits.  This  informa- 
tion was  based  for  the  most  part  on  our  report  entitled  "Federal  Domestic  Food 
Assistance  programs — A  Time  for  Assessment  and  Change"  (CED-78-113,  June  13, 
1978).  As  discussed  at  the  hearings,  we  request  that  our  response  be  made  part  of 
the  hearings  record  immediately  following  Senator  Leahy's  comments.  Also,  since 
Senator  Leahy  inserted  his  comments  into  the  Congressional  Record,  you  may  wish 
to  do  likewise  with  this  response. 

Senator  Leahy's  comments  are  similar  to  those  contained  in  the  Department  of 
Agriculture's  response  to  our  draft  report.  Our  final  report  to  the  Congress  compre- ' 
hensively  addressed  those  matters.  However,  because  of  the  multiple  subjects  cov- 
ered in  our  testimony  and  the  associated  time  restrictions,  our  statement  could  not 
address  every  facet  of  our  prior  work.  We  believe  that  our  analysis  clearly  demon- 
strated program  overlaps  and  potential  savings,  and  that  our  recommendations 
continue  to  be  valid. 

GAO   REVIEW   OF   FOOD   BENEFIT  OVERLAPS 

Studies  by  the  Congress,  our  Office,  Agriculture,  and  others  have  dealt  with  broad 
issues  concerning  Federal  and  non-Federal  programs  providing  cash  and  inkind 
benefits  (including  food  assistance)  to  eligible  Americans.  We  believe  that  these 
studies,  taken  together,  generally  reinforce  the  findings  of  multiple  program  partici- 
pation and  benefits  we  developed  from  our  analysis  of  participation  in  Federal  food 
assistance  programs.  (A  listing  of  these  studies  taken  from  our  June  1978  report  is 
enclosed.)  Our  analysis  focused  on  program  interrelationships  and  potential  overlaps 
and  gaps  in  Federal  domestic  food  assistance  benefits.  Calculating  the  exact 
amounts  of  the  overlaps  and  potential  savings  was  not  our  principal  objective. 

We  found  that  significant  food  benefit  overlaps  exist.  We  believe  savings  are 
possible  by  eliminating  such  overlaps  but  we  did  not  recommend  immediate  elimina- 
tion of  any  specific  overlap.  We  did  recommend  that  the  executive  branch  determine 
the  precise  extent  of  benefit  overlaps  and  study  the  administrative  feasibility  of 
considering  benefits  from  one  Federal  food  program  when  determining  eligibility 
and  benefits  in  other  Federal  food  programs.  We  also  recommeded  that  the  Congress 
eliminate  benefit  overlaps  based  on  the  results  of  the  executive  branch  study.  We 
agree  with  Senator  Leahy  that  it  is  critically  important  that  the  Congress  have 
accurate  and  unbiased  studies  and  data  in  connection  with  Food  Stamp  Program 
decisions.  Unfortunately,  the  executive  branch  never  implemented  our  recommenda- 
tions. 
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DETAILED  RESPONSE  TO  INDIVIDUAL  CONCERNS 

Senator  Leahy's  statement  contains  specific  concerns  which  can  be  best  addressed 
by  reference  to  information  in  our  report  and  supplemental  data. 

Food  benefits  can  exceed  average  family  food  expenditures 

Senator  Leahy  questioned  our  finding  that  some  households  could  receive  more  in 
food  benefits  than  the  average  amounts  American  families  spend  for  food.  He  said 
that  our  support  was  insufficient  because  our  sample  showed  this  to  be  true  in 
terms  of  average  benefits  for  only  one  category  of  families — those  with  six  or  more 
members.  The  Senator  questioned  the  value  of  this  finding  because  our  sample 
included  only  four  households  with  six  or  more  members  and  one  of  those  house- 
holds contained  16  members.  He  stated  that  unlike  the  report,  the  testimony  did  not 
acknowledge  that  the  findings  on  households  from  this  category  might  be  invalid 
because  the  sample  might  not  have  been  representative. 

The  statement  that  some  households  received  more  in  food  benefits  than  the 
average  amounts  American  families  of  comparable  size  spend  for  food  is  accurate. 
Our  report  showed  that  this  situation  occurred  not  only  in  households  of  six  or  more 
members,  but  also  in  some  two-,  three-,  and  five-member  households.  We  did  not 
believe  it  necessary  to  explain  in  our  testimony  that  our  sample  cases  included  one 
16  member  household  which  may  not  be  representative  of  households  of  six  or  more 
members  because  this  in  no  way  invalidated  our  finding.  Our  review  showed  that 
households  of  various  sizes  could  receive  more  food  assistance  benefits  than  the 
average  amounts  American  families  of  comparable  size  spend  for  food. 

Sample  of  food  benefit  households 

We  testifed  that  benefit  amounts  in  sample  cases  ranged  from  104  percent  to  192 
percent  of  the  amount  a  household  needed  to  purchase  a  thrifty  food  plan  diet.1 
Senator  Leahy  was  concerned  that  our  testimony  was  misleading  because  we  did  not 
point  out  that  this  applied  to  only  a  third  of  the  entire  sample. 

Our  characterization  of  the  sample  results  did  not  suggest  that  every  case  in  our 
sample  received  multiple  program  food  benefits  in  excess  of  thrifty  food  plan  costs, 
but  rather  that  our  sample  included  such  cases.  Our  report  explains  that  60  of  the 
95  households  sampled  received  benefits  from  at  least  two  assistance  programs  and 
that  half  of  these  60  received  benefits  ranging  from  104  percent  to  192  percent  of 
monthly  thrifty  food  plan  costs.  (All  30  with  benefits  above  100  percent  were  food 
stamp  households.  The  other  30— whose  benefits  were  less  than  100  percent  of 
thrifty  food  plan  costs — included  only  seven  food  stamp  households.) 

It  is  important  to  note  that  we  compared  only  free  Federal  benefits  with  thrifty 
food  plan  costs.  No  part  of  a  household's  earned  income  or  other  resources  was 
counted  even  though  Food  Stamp  Program  benefits  are  calculated  on  the  premise 
that  most  households  can  and  should  use  some  of  their  own  income  (about  30 
percent)  to  help  pay  for  their  food  needs.  If  a  household's  entire  food  stamp  allot- 
ment were  used  in  the  analysis,  instead  of  the  benefit  (bonus)  part  only,  our 
comparison  would  show  a  higher  percentage  relationship  of  benefits  to  thrifty  food 
plan  costs. 

Senator  Leahy  stated  that  our  samples  were  selected  from  an  area  which  was  not 
representative  of  the  Nation  as  a  whole  because  Aid  to  Families  with  Dependent 
Children  (AFDC)  and  Supplemental  Security  Income  (SSI)  benefits  were  above  the 
national  average.  We  took  our  sample  in  California,  where  AFDC  and  SSI  benefits — 
which  were  included  in  our  calculations — were  higher  than  the  national  average. 

Our  purpose  in  drawing  the  samples  was  not  to  obtain  precise  results  protectable 
to  the  entire  State  or  Nation,  but  to  demonstrate  on  a  small  scale  the  existence  of 
important  food  program  overlaps  and  the  corresponding  need  for  the  executive 
branch  to  do  what  up  to  now  it  has  failed  to  do — gather  national  (or  even  local)  data 
on  the  extent  of  benefit  overlaps  among  the  major  food  programs  and  study  ways  to 
eliminate  these  overlaps  among  the  larger  programs. 

AFDC  and  SSI  benefits  do  vary  by  State.  At  the  time  of  our  review,  California 
provided  relatively  high  AFDC  benefits  but  16  other  States  had  benefits  in  Califor- 
nia's range.  In  calculating  food  benefits  under  the  AFDC  program,  we  wanted  to  be 
conservative  and  use  a  consistent  percentage  (30  percent).  The  amounts  we  used 
were  considerably  lower  than  the  amounts  California  State  and  local  welfare  per- 
sonnel estimated  were  allocated  in  AFDC  payments  to  cover  a  family's  food  needs. 
For  example,  we  used  an  amount  of  about  $105  a  month  for  a  family  of  four  living 
in  California  at  the  time  of  our  review,  compared  with  the  welfare  personnel 


1  A  low-cost  food  plan  the  Department  of  Agriculture  has  developed  to  provide  most  of  the 
recommended  dietary  allowances  established  by  the  National  Academy  of  Sciences. 
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estimate  of  $129  a  month  for  this  size  family.  We  also  included  30  percent  of  SSI 
benefits  in  our  calculation  of  food  assistance  benefits. 

Senator  Leahy  was  also  concerned  that  our  sample  was  not  representative  be- 
cause benefits  under  the  school  breakfast  program  and  the  special  supplemental 
food  program  for  women,  infants,  and  children  (WIC)  were  available  in  our  sample 
area  but  were  not  available  in  every  school  or  county  throughout  the  Nation.  The 
availability  or  nonavailability  of  particular  Federal  food  assistance  programs  in 
particular  areas  are  matters  of  fact  that  do  not  diminish  the  validity  of  our  basic 
point:  that  when  multiple  food  assistance  programs,  whatever  they  are,  are  availa- 
ble, benefit  overlaps  and  potential  savings  can  exist.  In  this  regard  we  note  that 
coverage  and  total  benefits  under  the  two  programs  cited  by  Senator  Leahy  have 
increased  rapidly  between  fiscal  years  1976  and  1980.  Average  monthly  WIC  pro- 
gram coverage  went  from  520,000  to  1,900,000  participants  (annual  benefits  in- 
creased from  $153.4  million  to  an  estimated  $735.2  million)  and  the  availability  of 
the  school  breakfast  program  increased  from  17,300  schools  to  33,400  schools  (annual 
benefits  increased  from  $123.3  million  to  $247  million).  Annual  benefit  levels  were 
estimated  to  increase  to  $927  million  for  the  WIC  program  and  $319  million  for  the 
school  breakfast  program  in  fiscal  year  1981. 

Assigning  values  to  food  program  benefits 

In  our  report  we  compared  Federal  food  benefit  costs  with  the  average  amounts 
American  families  spend  for  food  and  with  Agriculture's  thrifty  food  plan  costs  to 
demonstrate  that  benefit  overlaps  existed  and  that  the  associated  amounts  could  be 
considerable.  Senator  Leahy  said  that  we  incorrectly  assigned  values  to  program 
benefits  when  developing  these  comparisons. 

School  lunch  and  breakfast 

Senator  Leahy  noted  that  the  costs  assigned  to  benefits  received  under  the  school 
lunch  and  breakfast  programs  included  the  entire  Federal  reimbursement  rather 
than  just  the  portion  that  goes  for  food.  He  believed  that  counting  the  full  Federal 
reimbursement  cost,  including  the  portion  applicable  to  labor,  administrative,  and 
other  overhead  costs  associated  with  the  delivery  of  food  to  school  children,  was 
inappropriate.  He  provided  a  number  of  explanations  showing  that  Federal  per-meal 
costs  under  school  feeding  programs  were  greater  than  the  per-meal  amounts  pro- 
vided under  the  thrifty  food  plan. 

In  assigning  values  to  school  meals  served  to  children  in  our  sample  households 
we  included  total  Federal  reimbursement  costs  which  would  include  not  only  the 
purchase  price  of  the  food  but  also  other  reimbursable  costs  associated  with  deliver- 
ing the  lunches  to  the  students.  We  believe  that  for  our  purposes  including  total 
Federal  reimbursement  costs,  rather  than  just  food  purchase  costs,  to  approximate 
the  value  of  free  school  meals  was  appropriate  because  our  objective  m  drawing 
samples  and  assigning  values  to  the  food  benefits  received  by  the  sample  households 
was  to  show  the  total  monetary  impact  of  Federal  food  assistance  program  in  one 
locale. 

However,  in  our  comparison  of  food  benefits  received  by  sample  households  to  the 
average  food  expenditures  by  all  American  families,  we  adjusted  the  benefits  for  the 
sample  households  to  eliminate  the  Federal  food  subsidies  (including  food  commod- 
ities) received  by  participating  school  children  from  both  nonneedy  and  needy 
households.  Thus,  in  the  case  of  school  lunches  at  the  time  of  our  analysis,  the 
maximum  subsidy  of  80.25  cents  was  adjusted  down  to  54  cents.  Also,  in  our 
computation  of  the  estimated  overlap  between  the  Food  Stamp  Program  and  free 
school  lunches,  we  used  the  average  cash  subsidy  for  a  free  lunch  only  (54  cents)  not 
the  total  maximum  Federal  subsidy  of  80.25  cents. 

It  should  be  noted  that  even  the  full  Federal  reimbursement  does  not  cover  all 
school  costs  in  providing  meals  to  students— additional  contributions  are  made  from 
non-Federal  sources  within  the  States.  In  a  recent  review  at  seven  school  districts, 
we  found  that  in  addition  to  making  direct  contributions  to  their  food  service 
division,  the  districts  paid  for  other  costs  applicable  to  food  service  such  as  utilities, 
insurance,  lunchroom  aides,  custodians,  and  central  office  expenses. 

Also,  the  fact  that  school  lunch  costs  are  not  equal  to  the  allocated  per  meal  costs 
under  the  thrifty  food  plan  was  not  directly  relevant  to  our  analysis.  Benefit 
overlaps,  in  the  context  our  report  and  testimony,  are  simply  rough  estimates  of  the 
Federal  costs  of  overlapping  benefits.  In  the  case  of  overlap  between  the  school 
lunch  program  and  the  Food  Stamp  Program,  we  clearly  stated  in  our  testimony  as 
follows: 

"Because  our  computation  is  based  on  the  cost  of  the  Federal  subsidy  for  school 
lunches  which  is  greater  than  the  value  of  a  lunch  benefit  under  the  thrifty  food 

Clan,  potential  savings  from  offsetting  school  lunch  benefits  against  food  stamp 
enefits  would  realistically  be  somewhat  less  than  the  overlap  amount" 
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Elimination  of  such  overlap  through  adjustments  in  food  stamp  benefits  would  be 
based  on  the  allocated  thrifty  food  plan  meal  cost— not  on  the  total  Federal  cost  of 
providing  a  free  school  lunch. 

Special  supplemental  food  program  for  women,  infants,  and  children  (WIC) 
Senator  Leahy  stated  that  we  overvalued  WIC  benefits  by  21  percent  because  we 
used  the  maximum  amount  listed  on  the  WIC  voucher  rather  than  the  amount 
actually  spent  in  purchasing  the  authorized  food  items.  The  21  percent  represents  a 
$4.25  difference  between  the  $20.00  average  monthly  redemption  value  of  WIC 
benefits  in  California  during  the  time  of  our  review  and  the  $24.25  maximum 
amount  in  California  that  we  used  in  our  computation. 

At  the  time  of  review,  we  did  not  have  information  on  actual  redemption  amounts 
for  WIC  vouchers.  Also,  the  purpose  of  our  analysis  was  to  determine  the  maximum 
potential  for  food  assistance  benefits  that  households  could  receive.  The  benefit  level 
would  be  less  than  the  maximum  if  the  recipient  either  did  not  obtain  all  of  the 
authorized  items  or  the  store  charged  less  than  the  maximum  amount  authorized 
for  those  items.  We  would  point  out,  however,  that  only  2  of  the  30  households  in 
our  sample  that  participated  in  more  than  one  program  and  received  benefits 
totaling  more  than  100  percent  of  thrifty  food  plan  costs  received  WIC  benefits. 
Therefore,  the  impact  on  our  analysis  would  have  been  minimal  even  if  actual  WIC 
voucher  redemption  data  had  been  used. 

Special  milk 

The  Senator  questioned  our  use  of  the  Oakland,  California,  reimbursement  rate 
when  assigning  a  value  to  free  special  milk  benefits  because  the  Oakland  figure 
(10.7  cents)  was  9  percent  higher  than  the  national  average  reimbursement  rate 
(9.85  cents).  He  pointed  out  that  while  we  used  the  correct  rate  for  Oakland,  our 
findings  were  not  representative  of  the  Nation  as  a  whole. 

As  stated  earlier  in  these  comments,  we  did  not  say  that  the  California  area  was 
representative  nationally.  It  was  not  our  purpose  to  obtain  nationally  projectable 
results  but  to  demonstrate  on  a  local  scale  the  existence  of  food  benefit  overlaps  and 
to  encourage  further  executive  branch  study.  As  a  practical  matter,  the  milk  value 
difference  of  less  than  1  cent  would  make  little  or  no  difference  in  our  comparisons. 

Senator  Leahy  also  pointed  out  that  our  review  was  made  at  a  time  when  an 
additional  free  milk  had  to  be  offered  to  children  receiving  free  lunches.  This 
benefit,  although  no  longer  mandatory,  has  not  been  eliminated.  Current  regula- 
tions state  that  any  school  district  or  nonprofit  child  care  institution  may  elect  to 
serve  an  additional  free  milk  to  students  eligible  to  receive  free  lunches.  Therefore, 
in  such  schools,  these  benefits  would  be  part  of  a  household's  total  food  assistance 
benefits. 

Elderly  nutrition 

Senator  Leahy  also  said  that  the  value  we  assigned  to  hot  lunches  served  in  the 
elderly  nutrition  program  would  equal  70  percent  of  the  daily  cost  of  the  thrifty 
food  plan  and  allow  only  39  cents  for  an  indigent  elderly  person  to  feed  himself  or 
herself  breakfast  and  dinner  and  still  remain  within  the  thrifty  food  plan  amount. 
He  was  also  concerned  that  we  did  not  recognize  that  elderly  persons  pay  for  part  of 
these  meals  and  that  most  do  not  participate  5  days  a  week. 

As  noted  earlier,  we  were  attempting  to  measure  the  maximum  potential  overlap 
and  have  recognized  that  benefits  in  excess  of  the  thrifty  food  plan  costs  are  not 
necessarily  the  same  as  achievable  savings.  In  any  event,  as  explained  in  our  report, 
elderly  nutrition  program  benefits  did  not  affect  our  computations  because  none  of 
the  participating  households  in  our  sample  received  these  benefits.  Two  of  our 
hypothetical  households  were  assumed  to  participate.  We  assumed  that  these  par- 
ticipants made  no  voluntary  contributions  and  participated  in  the  program  5  days  a 
week — situations  that  we  explained  might  not  be  typical  but  are  not  improbable. 
(Agriculture  officials  told  us  that  specific  information  was  not  available  for  either 
total  participant  payments  or  average  contribution  per  participant.) 

Inclusion  of  part  ofAFDC  and  SSI  benefits  as  food  assistance 
Senator  Leahy  said  that  we  had  improperly  included  AFDC  and  SSI  benefits  in 
our  calculation  of  food  assistance  benefits.  As  the  Senator  noted,  benefits  from  these 
two  programs  are  considered  in  determining  eligibility  and  benefit  levels  under  the 
Food  Stamp  Program.  However,  counting  AFDC  and  SSI  benefits  as  income  in 
calculating  monthly  food  stamp  allotments  does  not  eliminate  overlapping  food 
assistance  benefits. 

AFDC  payments  contain  a  food  component  and  Federal  and  State  officials  told  us 
that  California  SSI  benefits  were  intended  to  cover  the  basic  needs  of  an  individual, 
including  food.  We  assumed  30  percent  would  be  a  reasonable  measure  of  the  food 
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7  "Title  VII Survey" (April  1976) 

In  this  study,  the  staff  of  the  former  Senate  Select  Committee  on  Nutrition  ancf 
Human  Needs  estimated  that,  on  the  average,  30  percent  of  the  participants  in  the 
nutrition  program  for  the  elderly — authorized  by  title  VII  of  the  Older  Americans 
Act  of  1965 — also  received  food  stamps. 

8.  "Toward  Efficiency  and  Effectiveness  in  the  WIC  Delivery  System"  (April  1976) 
This  study  was  prepared  for  the  Food  and  Nutrition  Service  by  the  Urban  Insti- 
tute and  was  based  on  an  April  1975  survey  of  96  WIC  clinics  and  3,600  WIC 
participants.  The  study  showed  that  about  half  the  sampled  WIC  recipient  house- 
holds received  food  stamps.  Using  program  data  from  February  1977,  we  inferred 
from  this  estimate  that  about  5  percent  of  all  food  stamp  households  also  participat- 
ed in  WIC. 

The  study  also  indicated  that  31  percent  of  the  WIC  households  in  the  survey  had 
one  or  more  children  being  served  either  free  or  reduced-price  lunches  at  school, 
and  7  percent  of  the  households  in  the  survey  had  at  least  one  child  being  served 
free  or  reduced-price  breakfasts  at  school. 

9.  "Characteristics  of  Food  Stamp  Households,  September  1975"  (May  1976) 

On  the  basis  of  September  1975  data  for  a  nationwide  random  sample  of  10,855 
food  stamp  households  living  in  the  continental  United  States  or  Hawaii,  the  Food 
and  Nutrition  Service  reported  that  42  percent  of  the  households  surveyed  received 
AFDC  income  and  17  percent  received  SSI  income.  The  study,  however,  did  not 
cover  participation  in  other  Federal  food  assistance  programs. 

10.  "Multiple  Welfare  Benefits  in  New  York  City"  (August  1976) 

This  study,  prepared  by  the  Rand  Corporation  under  a  grant  from  the  Depart- 
ment of  Health,  Education,  and  Welfare  (HEW),  drew  its  findings  from  a  17-percent 
sample  of  all  AFDC  cases  on  the  New  York  City  welfare  rolls  in  December  1974 
(42,450  cases  surveyed).  The  study  stated  that: 

The  average  AFDC  case  received  $6,088  in  total  annual  income  from  all 
identifiable  sources  in  1974.  Nearly  $3,400  was  received  from  the  basic  AFDC 
assistance  payment  and  shelter  allowances,  $1,600  from  medicaid  benefits,  $500 
from  food  stamp  bonuses,  $128  in  social  services,  and  $460  from  non welfare 
income. 

66  percent  of  the  AFDC  cases  studied  had  been  on  the  rolls  continuously  for  3 
or  more  years,  26  percent  had  been  on  continuously  for  less  than  3  years,  and  8 
percent  were  on  welfare  intermittently  during  the  3-year  period  studied. 

The  receipt  of  cash  and  inkind  income  raised  the  average  AFDC  case  in  New 
York  City  over  the  Federal  poverty  level.  However,  10  to  20  percent  of  the 
sampled  cases  failed  to  achieve  this  level. 

Data  from  similar  studies  in  Michigan  and  California  showed  that  New  York 
City  welfare  benefits  and  other  income  were  slightly  higher  than  in  Michigan 
but  about  in  line  with  those  received  in  California. 
One  of  the  study's  principal  conclusions  was  that  the  provision  of  multiple  bene- 
fits provided  the  means  for  many,  but  not  all,  welfare  families  in  New  York  City  to 
live  at  an  income  level  above  the  federally  defined  poverty  level.  The  study  did  not 
cover  Federal  food  assistane  programs  other  than  food  stamps  and  AFDC. 

11.  "Overlapping  Food  Programs—Alternatives"  (December  1976^ 

This  unofficial  paper,  prepared  by  Food  and  Nutrition  Service  staff  and  submit- 
ted to  the  Office  of  Management  and  Budget  and  the  Congressional  Research 
Service,  stated  that  duplicate  or  overlapping  benefits  between  the  food  stamp  pro- 
gram and  other  Federal  food  assistance  programs  should  be  minimized  to  (1)  elimi- 
nate double  costs  to  the  taxpayer  and  (2)  end  the  benefit  inequities  among  certain 
households  with  equal  needs.  The  paper  said  there  currently  were  no  good  official 
estimates  of  the  amount  of  overlapping  food  benefits.  But  it  estimated,  using  data 
from  the  Service's  September  1975  survey  of  the  characteristics  of  food  stamp 
households,  that  there  were  6.8  million  school-age  children  in  food  stamp  households 
with  monthly  incomes  below  the  income  eligibility  limit  for  free  or  reduced-price 
meals  under  the  school  lunch  program. 

The  paper  listed  the  following  alternatives  to  remedy  the  problem  of  benefit 
overlaps  between  food  stamps  and  the  other  feeding  programs  administered  by  the 
Service  (for  example,  school  lunch,  school  breakfast,  summer  feeding,  child  care 
food,  and  WIC): 

Eliminate  the  other  Service  feeding  programs  that  cause  the  overlap  with 
food  stamps. 

Eliminate  the  other  Service  feeding  programs  but  increase  food  stamp  bene- 
fits for  certain  families. 
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Count  the  value  of  food  received  under  the  other  Service  feeding  programs  as 
income  for  food  stamp  purposes. 

Reduce  the  food  stamp  benefits  by  the  value  of  the  additional  food  consumed 
as  a  result  of  participation  in  other  Service  feeding  programs. 

Offer  a  choice  of  programs  or  mix  of  benefits  for  food  stamp  households  that 
wished  to  participate  in  other  feeding  programs — with  a  corresponding  reduc- 
tion in  food  stamp  benefits  for  households  that  take  part  in  other  programs. 

Eliminate  free  Service  feeding  programs  by  requiring  all  children  to  pay 
something  for  their  meals,  but  allow  children  of  food  stamp  households  to  pay 
for  their  meals  with  food  stamps. 

Do  nothing  now,  maintain  the  present  system  (with  its  overlaps),  and  wait  for 
the  development  of  an  Administration  policy  on  welfare  reform. 


Statement  of  Robert  Greenstein,  Director,  Project  on  Food  Assistance  and 

Poverty 

I  am  pleased  to  have  this  opportunity  to  appear  before  you  today.  I  am  Robert 
Greenstein,  Director  of  the  Project  on  Food  Assistance  and  Poverty.  Most  recently,  I 
served  as  Administrator  of  the  Food  and  Nutrition  Service  in  USDA.  The  Project  on 
Food  Assistance  and  Poverty  is  a  project  of  the  Field  Foundation,  a  small  founda- 
tion with  a  long-standing  interest  in  the  problems  of  hunger  and  poverty.  It  was  this 
foundation  which  sponsored  some  of  the  original  medical  research  teams  that  found 
hunger  and  malnutrition  in  many  parts  of  the  U.S.  in  the  late  1960's. 

The  administration s  safety  net 

Before  discussing  specific  proposals  for  revision  of  the  food  stamp  program,  I 
should  like  briefly  to  address  the  question  of  whether  "truly  needy"  persons  have 
been  protected  by  the  Administration's  budgetary  proposals.  The  Administration 
has  maintained  that  the  truly  needy  will  not  be  harmed,  and  rests  it  case  largely  on 
its  claim  that  seven  programs  which  it  says  constitute  the  "social  safety  neV'  have 
been  exempted  from  major  cuts.  These  programs  are  Social  Security,  Medicare, 
veterans  programs,  SSI,  Headstart,  summer  jobs  for  youth,  and  free  school  meals. 

We  have  completed  some  basic  research  on  this  matter.  Our  findings,  based  on 
survey  data  from  the  Bureau  of  the  Census  and  the  relevant  Federal  agencies,  are 
as  follows: 

Of  the  Federal  dollars  involved  in  these  seven  programs,  79  percent  goes  to 
benefit  persons  with  incomes  above  the  poverty  line. 

Almost  85  percent  of  the  Federal  outlays  for  these  seven  programs  is  concentrated 
in  two  programs — Social  Security  and  Medicare.  These  two  programs  are  not  means- 
tested;  the  large  majority  of  beneficiaries  of  these  programs  are  not  poor.  For 
example,  86  percent  of  those  covered  by  Medicare  are  above  the  poverty  line,  and 
over  half  have  income  exceeding  twice  the  poverty  line. 

The  third  largest  of  the  seven  programs  are  the  veterans  programs.  The  majority 
of  persons  benefitting  from  the  veterans  programs  have  incomes  above  the  poverty 
line. 

Two-thirds  of  all  the  beneficiaries  of  these  seven  programs  are  not  poor.  If  free 
school  meals  (which  do  not  constitute  a  safety  net  by  themselves)  are  excluded,  80 
percent  of  the  beneficiaries  are  not  poor. 

In  contrast,  most  Americans  who  are  poor  benefit  little  if  at  all  from  any  of  these 
seven  programs.  Of  the  nearly  25  million  Americans  who  are  below  the  poverty  line, 
16  million  persons,  or  64  percent,  either  receive  no  benefits  from  any  of  the  seven 
programs  or,  at  most,  receive  free  school  meals.  Six  million  persons — nearly  a 
fourth  of  those  in  poverty — do  not  even  receive  free  school  meals.  These  6  million 
are  not  touched  in  any  way  by  these  seven  programs. 

These  findings  make  clear  that  these  seven  programs  do  not  maintain  a  safety  net 
under  persons  in  poverty.  These  programs  primarily  protect  the  elderly — most  of 
whom  are  not  poor— and  afford  little  protection  to  non-elderly  persons  below  the 
poverty  line. 

The  real  "means-tested"  safety  net  and  what  the  administration  proposals  mean  for 
it 
The  real  safety  net  for  the  poorest  people  in  this  country  consists  of  a  cluster  of 
largely  means-tested  programs  which,  while  not  inexpensive,  are  far  less  expensive 
than  Social  Security  and  Medicare,  precisely  because  they  are  targeted.  These 
programs  are  the  Aid  to  Families  with  Dependent  Children  (AFDC)  program,  the 
Supplemental  Security  Income  (SSI)  program,  food  stamps,  Medicaid  and  various 
housing  programs,  low  income  energy  assistance,  etc.  With  the  sole  exception  of  SSI, 
every  one  of  these  programs  has  been  targeted  for  sharp  cuts  by  the  Administration. 
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Many  of  these  cuts  in  different  programs  hit  the  same  families.  The  combined 
impact  of  these  various  cute  on  many  families  far  below  the  poverty  line  will  be 
severe. 

Current  benefit  levels 

Current  benefit  levels  in  these  true  safety  net  programs  are  not  generous.  There 
is  not  a  single  state  in  the  U.S.  where  combined  AFDC  and  food  stamp  benefits 
equal  the  poverty  line.  About  12  states  provide  benefit  levels  which  are  less  than  65 
percent  of  poverty,  and  over  half  of  the  states  have  combined  benefit  levels  which 
are  less  than  75  percent  of  poverty. 

In  some  states,  AFDC  payments  remain  remarkably  low.  In  Mississippi,  the 
maximum  AFDC  payment  for  a  mother  and  three  children  who  have  no  other 
income  is  $120  a  month  or  $1,440  a  year.  Even  with  food  stamps,  this  family  still 
falls  below  50  percent  of  the  poverty  lme. 

The  situation  is  similar  in  a  number  of  other  States,  especially  in  the  South.  The 
maximum  AFDC  payment  for  a  family  of  four  is  $140  in  Texas,  $148  a  month  in 
Alabama  and  Tenessee,  $158  a  month  in  South  Carolina,  $188  a  month  in  Arkansas. 

Nor  are  food  stamp  benefits  generous  either.  The  average  food  stamp  benefit  is 
now  45  cents  per  person  per  meal.  A  destitute  family  with  zero  disposal  income 
receives  a  maximum  food  stamp  benefit  of  64  cents  per  person  per  meal. 

Many  of  these  families  are  already  significantly  worse  off  than  several  years  ago 
Although  many  persons  may  believe  that  low-income  recipients  of  public  assist- 
ance are  the  group  of  Americans  that  have  made  out  best  in  recent  years  because  of 
the  indexing  of  benefits,  this  is  not  really  the  case.  To  be  sure,  recipients  of  Social 
Security  and  SSI  have  been  protected.  But  the  non-elderly  poor  have  fallen  far 
behind. 

AFDC  benefits  are  automatically  indexed  in  very  few  states.  In  most  states,  these 
benefits  fall  far  behind  inflation.  A  study  conducted  last  year  by  the  Department  of 
Health  and  Human  Services  found  that  during  the  1970's  AFDC  benefits  fell  about 
20  percent  when  measured  in  real  dollars.  The  situation  is  now  worsenin^In  1980 
and  so  far  in  1981,  five  states  instituted  across-the-board  decreases  in  AFDC  pay- 
ments. 

Data  on  the  income  of  food  stamp  recipients  shows  the  same  trend.  USDA  surveys 
show  that  between  September  1976  and  November  1979  the  average  gross  incomes 
of  food  stamp  participants  rose  17  percent  while  the  CPI  rose  32  percent.  During 
this  same  period,  per  capita  income  for  the  nation  as  a  whole  rose  40  percent. 

Current  status  of  the  food  stamp  program 

In  examining  the  Administration's  budget  proposals  to  determine  the  impact  on 
poor  families,  the  food  stamp  cuts  are  of  particular  importance.  The  Food  Stamp 
Program  is  the  only  basic  assistance  program  available  to  all  poor  families  and 
individuals.  AFDC  is  limited  to  families  with  children  (and  in  half  the  states  to 
single  parent  families  with  children).  SSI  is  only  for  the  aged,  blind,  and  disabled. 

The  recipients  of  the  food  stamp  program  are  poor.  The  latest  USDA  survey  data 
shows  that  over  50  percent  of  all  food  stamp  households  have  gross  incomes  of  less 
than  $300  a  month.  Nearly  90  percent  have  gross  incomes  below  the  poverty  line 
during  the  period  they  are  receiving  food  stamps.  93  percent  have  liquid  assets  of 
less  than  $500,  while  over  half  have  no  liquid  assets  at  all.  Over  half  also  do  not 
own  a  car  or  other  vehicle.  Of  the  persons  receiving  food  stamps,  78  percent  are 
children,  elderly  or  disabled  persons,  or  single  parent  heads  of  households. 

The  survey  data  also  show  that  of  the  nearly  8  million  households  receiving  food 
stamps,  34  percent  contain  one  or  more  persons  receiving  SSI  or  Social  Security. 

Few  students  remain  on  the  program  since  Congress  eliminated  most  of  them  last 
year.  USDA  estimates  that  students  now  comprise  two-tenths  of  one  percent  of  all 
recipients.  The  small  number  of  remaining  students  consists  of  students  with  chil- 
dren to  support  (primarily  AFDC  mothers  whose  education  can  help  them  find  jobs 
and  get  off  welfare  and  food  stamps  in  future  years),  elderly  and  disabled  students, 
and  students  who  work  half  or  full  time.  Middle  income  students  are  ineligible  for 
food  stamps  and  do  not  receive  benefits.  None  of  the  Administration  proposals  saves 
money  by  cutting  students. 

Nor  do  the  Reagan  proposals  saves  much  by  cutting  households  with  higher 
incomes— because  there  are  few  such  households  on  the  program.  The  Reagan 
proposal  to  place  a  gross  income  limit  at  130  percent  of  the  poverty  line  saves  about 
2  percent  of  program  costs  (and  this  is  accomplished  primarily  by  eliminating  low- 
income  working  families  between  130  percent  and  150  percent  of  poverty  with  high 
shelter  or  child  care  costs,  and  elderly  persons  receiving  Social  Security).  According 
to  the  Administration's  own  figures,  this  proposed  reduction  accounts  for  15  percent 
of  the  total  savings  in  the  Administration  s  food  stamp  proposals. 


Digitized  by 


Google 


390 


What  this  indicates,  of  course,  is  that  85  percent  of  the  savings  come  from 
households  below  130  percent  of  the  poverty  line.  And  in  fact,  since  fewer  than  9 
percent  of  the  recipients  have  gross  income  between  100  percent  and  130  percent  of 
poverty,  the  overwhelming  bulk  of  the  savings  comes  from  persons  below  the  pover- 
ty line  itself.  For  example  nearly  90  percent  of  the  savings  from  the  proposal  to 
reduce  food  stamp  benefits  for  families  with  children  eligible  for  school  lunches 
comes  from  families  living  below  the  poverty  line. 

This  reflects,  among  other  things,  the  changes  made  in  the  program  in  recent 
years.  In  the  1977  and  1980  Food  stamp  Acts,  Congress  significantly  tightened  the 
eligibility  requirements  for  this  program.  The  USDA  data  show  that  the  reductions 
in  the  income  and  assets  limits  made  by  these  laws  have  reduced  the  number  of 
persons  eligible  for  food  stamps  by  over  6  million,  and  have  eliminated  between  1 
and  IV2  million  actual  participants  from  the  program.  It  is  true  that  participation 
has  expanded,  but  this  is  due  to  increased  unemployment  and  because  many  poor 
families  who  had  always  been  eligible  entered  the  program  after  the  elimination  of 
the  purchase  requirement. 

It  is  striking  that  the  two  main  groups  impacted  by  elimination  of  the  purchase 
requirement  (EPR)  were  the  rural  poor  and  the  elaerly  poor.  The  USDA  study 
"Effects  of  the  1977  Food  Stamp  Act'f  found  that  the  rate  of  increase  following  EPR 
was  five  times  greater  in  rural  areas  than  in  the  big  cities,  and  that  in  absolute 
terms,  the  majority  of  new  entrants  to  the  program  were  rural.  The  study  also 
found  that  the  rate  of  increase  was  60  percent  greater  among  the  elderly  than 
among  the  non-elderly,  and  that  the  new  participants  had  low  incomes  (with  most 
at  the  bottom  to  middle  of  the  food  stamp  eligibility  scale). 

Finally,  the  1977,  1979,  and  1980  Acts  contained  a  number  of  other  tightening 
provisions.  Households  owing  expensive  cars  were  made  ineligible,  households  vol- 
untarily quitting  a  job  were  disqualified  for  a  period  of  time,  persons  found  to  have 
committed  fraud  were  disqualified,  new  provisions  providing  for  photo-I.D.'s  and 
computer  wage  matching  were  added,  states  were  made  subject  to  sanctions  for 
failing  to  make  sufficient  progress  in  reducing  high  error  rates  and  rewarded  for 
achieving  low  error  rates,  extra  Federal  funds  were  provided  for  fraud  investiga- 
tions and  prosecutions  and  for  computerization,  and  substantial  sums  were  saved  oy 
adjusting  benefits  once  a  year  rather  than  twice. 

Food  stamp  costs 

Food  stamp  costs  have  risen  in  recent  years.  The  number  of  new  participants 
following  elimination  of  the  purchase  requirement  was  somewhat  larger  than  had 
been  expected  (particularly  in  rural  areas  and  among  the  elderly).  In  addition,  these 
new  participants  were  poorer  than  had  been  expected  and  qualified  for  larger 
benefits.  However,  these  are  not  the  primary  causes  of  the  program's  increased 
costs.  The  principal  cause  of  cost  increases  is  the  economy. 

USDA  estimates  that  each  1  percent  increase  in  food  prices  adds  $148  million  to 
the  cost  of  the  program.  Each  1  percent  increase  in  unemployment  adds  1.25  million 
participants  to  the  program  at  a  cost  of  about  $580  million  per  year. 

The  Food  Stamp  program  is  now  estimated  to  cost  about  $11  billion  in  fiscal  year 
1981.  If  food  price  inflation  and  unemployment  had  held  at  the  levels  officially 
predicted  when  the  1977  Act  was  passed,  the  cost  of  the  program  in  fiscal  year  1981 
would  be  $7.2  billion,  and  there  would  be  3.3  million  fewer  persons  receiving  food 
stamps. 

77ie  administration  s  food  stamp  proposals 

The  Administration  has  announced  eight  different  proposals  to  cut  the  Food 
Stamp  Program.  Several  of  these  cuts  hit  some  of  the  poorest  families  in  the 
country. 

The  most  severe  of  the  Administration's  proposals  is  the  proposal  to  sharply 
reduce  food  stamp  benefits  for  families  with  school  children,  on  the  grounds  that 
poor  children  who  receive  a  school  lunch  as  well  as  food  stamps  are  receiving 
excessive  benefits.  This  proposal  would  reduce  food  stamp  benefits  about  $12  per 
month  for  each  low-income  child.  This  is  more  than  25  percent  of  the  average 
monthly  per  person  food  stamp  benefit. 

Most  of  those  affected  will  be  single  AFDC  mothers  with  children,  who  are  among 
the  poorest  food  stamp  households.  In  states  such  as  Mississippi,  Texas,  Alabama 
and  Arkansas,  Georgia,  South  Carolina,  and  Tennessee,  an  AFDC  mother  with  three 
school  children  would  lose  $36  a  month  or  nearly  10  percent  of  her  total  combined 
AFDC  and  food  stamp  income  during  the  school  year.  In  all  of  these  states,  the 
maximum  AFDC  payment  amounts  to  only  15-30  percent  of  the  poverty  line.  (Even 
if  food  stamp  benefits  are  added  in,  combined  AFDC  and  food  stamp  benefits  fall 
below  60  percent  of  the  poverty  line  in  all  these  States.)  A  loss  equal  to  nearly  10 
percent  of  combined  AFDC  and  food  stamp  benefits  will  cause  serious  hardship. 
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USDA's  own  data  demonstrates  the  degree  to  which  this  proposal  affects  the 
poorest  families: 

The  poorest  families  receiving  food  stamps  are  those  with  gross  incomes  below  50 
percent  of  the  poverty  line;  43  percent  of  all  such  households  would  have  their 
benefits  cut  under  this  proposal. 

More  than  2,150,000  households  with  gross  incomes  below  the  poverty  line  would 
suffer  benefit  losses  under  this  proposal.  87  percent  of  all  those  affected  by  this 
proposal  live  below  poverty  line. 

The  USDA  data  also  indicates  that  the  impact  is  the  starkest  in  the  South,  the 
region  with  the  largest  proportion  of  its  population  in  poverty. 

Fifty-five  percent  of  all  food  stamp  households  in  the  East  South  Central  census 
region  (Alabama,  Kentucky,  Mississippi,  and  Tennessee)  who  have  gross  incomes 
below  50  percent  of  the  poverty  line  would  have  their  benefits  reduced. 

Fifty  percent  of  all  households  in  the  West  South  Central  census  region  (Arkan- 
sas, Louisiana,  Oklahoma  and  Texas)  who  are  below  50  percent  of  the  poverty  line 
would  suffer  benefit  cuts. 

Forty-six  percent  of  all  households  in  the  South  census  region  (Delaware,  Florida, 
Georgia,  Maryland,  North  Carolina,  South  Carolina,  Virginia,  West  Virginia,  and 
the  District  of  Columbia)  who  are  below  50  percent  of  the  poverty  line  would  face 
cuts. 

The  effect  of  this  proposed  cut  would  be  heightened  because  many  of  the  low- 
income  families  affected  by  it  would  simultaneously  be  hit  by  cutbacks  in  other 
programs  on  which  they  depend.  Cuts  proposed  by  the  Administration  in  AFDC, 
Medicaid,  housing  assistance  and  low-income  energy  assistance  would  affect  many  of 
the  same  families  whose  food  stamp  benefits  would  be  reduced  under  the  food 
stamp/school  lunch  offset  proposal. 

It  is  important  to  look  at  the  combined  impacts  of  these  cuts  on  poor  families  with 
children.  The  Center  for  the  Study  of  Welfare  Policy  of  the  University  of  Chicago 
has  examined  the  combined  impact  of  the  food  stamp/school  lunch  proposal  and  of 
the  Administration  proposal  to  reduce  AFDC  benefits  for  those  AFDC  mothers  who 
work.  The  chart  on  the  next  page  which  presents  the  findings  of  the  University  of 
Chicago  Center,  per  selected  states,  shows  that  the  combined  impact  of  these  food 
stamp  and  AFDC  proposals  is  to  push  the  average  AFDC  working  mother  and  her 
children  deeper  into  poverty. 

In  addition,  there  is  the  fact  that  AFDC  benefits  are  not  adjusted  for  inflation  in 
most  states.  The  total  income  loss  next  year  for  poor  AFDC  mothers  and  children — 
when  measured  in  terms  of  "real  income" — would  be  even  greater  than  the  chart 
indicates. 

The  Administration  has  defended  the  food  stamp/school  lunch  offset  proposal  by 
contending  that  food  stamps  plus  school  lunches  constitute  a  duplication.  This  is  not 
a  strong  argument.  As  noted,  the  average  food  stamp  benefit  is  45  cents  per  person 
per  meal,  and  the  maximum  benefit  for  families  with  no  disposal  income  is  64  cents 
per  meal.  These  benefits  are  based  on  the  USDA's  Thrifty  Food  Plan,  which  is  the 
least  expensive  food  plan  the  Federal  Government  has  devised.  The  recent  USDA 
National  Household  Food  Consumption  Survey  found  that  91  percent  of  all  families 
whose  food  expenditures  were  at  the  level  of  the  maximum  food  stamp  allotment 
did  not  receive  the  Recommended  Daily  Allowances  (RDA's)  for  the  basic  nutrients 
and  that  two-thirds  of  the  families  spending  at  this  level  did  not  even  receive  80 
percent  of  the  RDA's.  The  survey  also  found  that  most  food  stamp  families  spend 
more  than  this  for  food.  Since  the  average  gross  household  income  in  the  Food 
Stamp  Program  is  but  $325  a  month  (which  annualizes  to  $3,900  a  year),  this  means 
that  families  with  very  limited  incomes  are  digging  deeper  into  these  small  incomes 
to  provide  additional  funds  for  food  because  food  expenditures  at  the  level  of  the 
Thrifty  Plan  do  not  provide  enough  food  to  last  the  entire  month. 

Food  expenditures  at  the  level  of  the  Thrifty  Food  Plan  simply  do  not  provide 
three  adequate  meals  a  day  for  an  entire  month  for  most  low-income  families.  Even 
with  school  lunches  available,  most  poor  families  on  food  stamps  find  that  they 
must  spend  more  on  food  at  home  than  the  Thrifty  Food  Plan  costs.  Yet  the 
Administration  proposal  would  give  poor  families  with  school  children  significantly 
less  for  food  at  home  than  the  cost  of  the  Thrifty  Food  Plan,  on  the  dubious  theory 
that  the  availability  of  the  school  lunch  makes  the  dollar  equivalent  of  the  Thrifty 
Plan  an  excessive  amount  to  spend  on  food. 

Moreover,  food  stamp  benefits  are  not  actually  based  on  the  current  cost  of  the 
Thrifty  Food  Plan.  Benefits  in  any  calendar  year  are  determined  by  the  cost  of  the 
Thrifty  Food  Plan  during  September  of  the  previous  year.  Thus  food  stamp  allot- 
ments lag  4  to  15  months  behind  the  actual  cost  of  the  Thrifty  Plan.  If  food  prices 
rise  at  a  10  percent  annual  rate,  food  stamp  benefits  at  any  point  in  time  are  3  to  13 
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percent  behind  the  cost  of  the  Thrifty  Plan.  This  further  invalidates  the  assertions 
that  poor  school  children  are  receiving  too  much  food. 

AFDC  AND  FOOD  STAMP  BENEFITS  AS  PERCENTAGE  OF  POVERTY  LEVEL  UNDER  CURRENT  BENEFIT 
RULES  AND  UNDER  ADMINISTRATION'S  PROPOSED  CHANGES 

[Calculated  for  3-person  families  with  average  earnings] 

Percent  of  poverty  level 
State 


Current  MontMy 

system  wages 


Alabama 63  $204  48 

Arkansas 74  282  56 

Florida 76  259  54 

Illinois 93  328  68 

Indiana 90  336  64 

Iowa 103  387  74 

Kansas 99  337  74 

Kentucky 79  342  55 

Minnesota 113  471  81 

Mississippi 78  301  62 

Montana 82  208  63 

North  Carolina 79  313  60 

North  Dakota 101  386  75 

Oklahoma 86  237  66 

Note  Percent  of  poverty  was  calculated  as  total  monthly  disposable  income  divided  by  $7,070.  the  poverty  level  for  a  nonfarm  family  of  3  as 
published  in  the  Federal  Register.  Mar  5.  1981.  to  take  effect  Apr.  6.  1981. 

Eliminating  the  adjustment  on  the  maximum  shelter  deduction  and  the  standard 
deduction 

The  Administration's  food  stamp  proposals  contain  other  provisions  that  would 
also  harm  many  families  below  the  poverty  line.  If  a  family  s  income  fails  to  rise 
with  inflation  (as  is  the  case  for  many  AFDC  families,  for  example),  and  the  family's 
heating  bills  increase  sharply,  the  family  has  less  disposable  income  to  spend  on 
food.  The  current  Food  Stamp  Program  recognizes  this  and  adjusts  food  stamp 
benefits  accordingly.  Under  one  of  the  Administration's  proposals,  however,  this 
adjustment  would  no  longer  be  made  for  many  families. 

In  figuring  a  household's  disposable  income,  an  excess  shelter  deduction  is  now 
provided  for  the  amount  by  which  shelter  costs  exceed  50  percent  of  the  household's 
net  income,  up  to  a  maximum  of  $115  a  month.  This  maximum  is  annually  adjusted 
to  reflect  changes  in  shelter  and  utility  costs. 

The  Administration  is  proposing  to  end  this  adjustment,  despite  the  fact  that 
utility  companies  are  predicting  steep  rises  in  home  heating  costs  next  year  (D.C. 
area  companies  have  predicted  an  80  percent  rise  if  natural  gas  deregulation  is 
accelerated).  Under  the  Administration's  proposal,  many  households  with  increased 
shelter  costs — and  decreased  funds  available  for  purchasing  food — would  be  allowed 
no  adjustment  in  food  stamp  benefits  to  reflect  their  loss  of  disposable  income. 

This  proposal  would  be  particularly  harsh  on  families  in  northern  parts  of  the 
country.  Half  of  all  food  stamp  households  in  New  England  and  25  percent  of  all 
households  in  the  nation  as  a  whole  already  are  at  the  maximum  shelter  deduction 
and  would  be  hit  by  this  cut.  It  should  be  noted  that  the  current  shelter  deduction  is 
the  only  feature  in  the  Food  Stamp  Program  that  allows  for  any  regional  variances 
in  the  cost-of-living  to  be  taken  into  account. 

The  cutback  in  the  shelter  deduction  should  be  viewed  not  only  alongside  propos- 
als to  speed  deregulation  of  oil  and  natural  gas,  but  also  alongside  proposals  to  fold 
low-income  energy  assistance  into  a  bloc  grant  that  is  funded  25  percent  below  last 
year '8  level. 

While  I  believe  that  the  proposal  to  eliminate  the  adjustment  of  deduction  levels 
should  not  be  adopted,  some  change  in  how  the  adjustments  are  made  may  be  in 
order.  In  adjusting  the  maximum  shelter  deduction,  the  home  ownership  component 
of  the  CPI  could  be  excluded.  Most  food  stamp  households  do  not  own  homes  and 
consideration  of  home  ownership  costs  is  not  needed.  This  change  should  provide 
some  savings. 
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Retrospective  accounting/monthly  reporting 

The  Administration '8  proposal  to  mandate  that  all  states  and  counties  must 
institute  a  retrospective  accounting/monthly  reporting  system  also  warrants  exami- 
nation. The  1980  Food  Stamp  Amendments  provide  for  a  State  option  to  use  retro- 
spective accounting  and  monthly  reporting.  The  State  option  was  provided  because 
many  states  and  local  areas — especially  rural  areas  with  small  caseloads— do  not 
have  the  computer  capabilities  to  manage  this  very  complex  and  highly  sophisticat- 
ed system.  Some  such  states  are  convinced  that  this  system  would  not  be  cost 
effective  and  would  be  extremely  difficult  for  them  to  manage.  This  Administration 
has  repeatedly  stated  that  it  wishes  to  remove  federal  requirements  being  imposed 
on  states  and  provide  more  state  flexibility.  The  proposal  not  to  allow  a  state  option 
regarding  retrospective  accounting/ monthly  reporting,  and  instead  to  impose — over 
the  objections  of  a  number  of  states — federal  requirements  mandating  that  all  states 
and  counties  implement  this  svstem,  is  inconsistent  with  the  Administration's  pro- 
fessed philosophy  regarding  federal-state  relations. 

Moreover,  the  Administration's  own  cost  estimates  reflect  the  difficulty  and  cost 
of  forcing  this  system  on  all  states  nationwide.  The  Administration  is  predicting 
that  two  years  will  be  necessary  to  implement  this  system  and  that  no  net  savings 
will  be  produced  by  this  provision  in  either  fiscal  year  1982  or  fiscal  year  1983.  The 
predicted  savings  do  not  start  until  fiscal  year  1984,  and  the  savings  predictions  for 
that  year  are  probably  too  optimistic. 

Retrospective  accounting  and  monthly  reporting  have  been  tested  in  several  areas 
in  the  AFDC  program.  Basically  the  system  works  as  follows:  households  are  mailed 
a  form  at  the  end  of  each  month  on  which  they  report  on  the  income  they  received 
that  month.  This  report  is  then  used  to  determine  their  benefit  level  for  a  subse- 
quent month.  For  example,  a  form  will  be  mailed  to  recipients  at  the  end  of  March 
on  which  recipients  must  report  their  March  income.  The  form  will  be  returned  and 
processed  during  April.  The  household's  May  benefits  will  then  be  based  on  this 
report. 

The  system  uses  retrospective  accounting  in  the  sense  that  May  benefits  are  based 
on  March  income.  The  system  uses  monthly  reporting  in  that  households  must  file  a 
report  each  month  and  those  who  do  not  get  the  form  back  get  cut  off  the  program. 

Running  this  system  is  not  easy.  Forms  must  be  promptly  mailed  by  the  tens  or 
hundreds  of  thousands  each  month,  and  must  be  promptly  processed  in  the  same 
numbers.  Without  highly  sophisticated  and  expensive  computerization,  the  system  is 
virtually  inoperable. 

The  major  attraction  of  the  system  has  been  thought  to  be  its  potential  to  reduce 
errors  through  requiring  more  prompt  reporting  of  changes  in  income.  Its  draw- 
backs are  that  it  adds  complexity  and  administrative  costs,  that  benefits  do  not 
reflect  a  family's  current  needs,  and  that  some  needy  households  lose  benefits 
because  they  have  difficulty  with  the  government  forms.  The  AFDC  experiments 
indicate  that  of  those  who  are  cut  off  because  they  do  not  return  the  form,  one- 
fourth  to  one-half  are  persons  who  are  actually  eligible  but  who  had  trouble  with 
the  forms. 

Last  year,  Congress  established  an  error  rate  sanction  system  that  penalizes 
states  with  high  error  rates  that  fail  to  reduce  them  sufficiently,  while  rewarding 
states  with  low  error  rates.  States  should  be  given  some  freedom  in  determining 
how  to  get  their  error  rates  down.  It  is  not  sound  policy  to  compel  a  state  that 
already  has  a  low  error  rate — and  that  believes  that  retrospective  accounting/ 
monthly  reporting  will  not  be  cost-effective — to  spend  considerable  administrative 
cost  and  effort  installing  this  system.  As  a  result,  it  is  sounder  policy  to  maintain  a 
state  option  in  those  areas,  while  continuing  to  hold  states  accountable  for  reduced 
error  rates. 

Three  final  points  regarding  retrospective  accounting  also  deserve  consideration: 

(1)  The  idea  of  retrospective  accounting/ monthly  reporting  has  always  been  to  try 
to  reduce  errors  through  the  filing  of  monthly  reports.  It  has  never  been  the  goal  of 
this  system  to  make  families  in  need  wait  30  days  before  they  can  begin  receiving 
assistance.  In  all  areas  where  this  system  is  now  in  use,  households  are  initially 
certified  on  current  need,  and  then  are  switched  to  a  retrospective  svstem  after  they 
are  on  the  program.  Last  year's  Food  Stamp  Amendments  follow  this  approach.  In 
addition,  Secretary  Schweiker  has  testified  that  this  will  continue  to  be  the  ap- 
proach followed  in  the  AFDC  program.  The  Committee  should  take  care  to  assure 
that  a  waiting  period  is  not  imposed.  If  a  family  is  in  immediate  need  because  its 
wage-earner  has  been  laid  off,  or  because  a  husband  has  deserted  or  cut  off  child 
support,  the  family  should  not  have  to  go  without  food  stamps  in  the  meantime. 

(2)  There  is  no  need  to  require  that  households  composed  entirely  of  elderly  and 
disabled  persons  who  have  no  earnings  must  file  a  report  each  month  as  a  condition 
of  eligibility.  The  Administration  is  not  proposing  to  require  monthly  reports  in  the 


Digitized  by 


Google 


394 


SSI  program,  and  there  is  no  reason  to  require  it  of  elderly  or  disabled  persons  on 
fixed  incomes  who  receive  food  stamps.  No  retrospective  accounting/ monthly  report- 
ing experiment  that  includes  the  elderly  and  disabled  has  ever  been  run.  Tneee 
people  s  incomes  generally  do  not  change  from  month  to  month.  There  is  really  no 
good  reason  to  add  the  administrative  expense  of  processing  reports  from  these 
households  every  month,  nor  is  there  justification  for  imposing  a  major  new  paper- 
work burden  on  these  citizens.  If  such  a  requirement  is  imposed,  some  of  the  most 
needy  elderly  and  disabled  persons  are  likely  to  lose  their  food  stamps  because  they 
cannot  complete  and  file  the  report  each  month. 

(3)  Several  states  are  now  using  monthly  reporting  in  conjunction  with  prospec- 
tive accounting  in  their  AFDC  programs,  and  find  it  just  as  useful  as  retrospective 
accounting  in  reducing  errors.  This  makes  sense,  because  it  is  the  monthly  reports 
and  not  the  retrospective  accounting  that  produces  whatever  savings  this  system 
generates.  States  should  be  provided  the  flexibility  to  combine  monthly  reporting 
with  prospective  accounting  if  they  so  choose. 

Puerto  Rico  block  grant  proposal 

The  Administration  is  proposing  to  consolidate  all  food  assistance  programs  in 
Puerto  Rico  into  a  block  grant,  to  be  funded  at  75  percent  of  the  current  services 
level.  This  will  cut  food  assistance  programs  in  Puerto  Rico  by  $300  million,  from 
$1.2  billion  to  $900  million.  The  primary  programs  affected  are  food  stamps,  school 
food  programs,  and  the  special  supplemental  food  program  for  Women,  Infants,  and 
Children  (WIC). 

Nearly  all  the  reductions  will  have  to  be  taken  out  of  the  Puerto  Rico  Food  Stamp 
Program,  however.  The  WIC  program  is  very  small  in  Puerto  Rico  (about  $20 
million  a  year)  and  cannot  be  cut  to  any  significant  degree  (especially  in  light  of  the 
island's  proverty  and  its  infant  mortality  rate).  Little  can  be  cut  from  school  food 
programs  because  there  are  few  middle-income  children  who  can  be  charged  more 
for  school  meals. 

The  current  Food  Stamp  Program  is  large  in  Puerto  Rico.  This  is  because  of 
several  factors:  there  is  considerable  poverty  and  a  very  high  unemployment  rate 
(close  to  20  percent;  and  public  assistance  programs  provide  very  limited  benefits, 
disproportionate  to  the  levels  of  poverty  and  unemployment.  Because  of  these  fac- 
tors, a  large  proportion  of  Puerto  Ricans  are  eligible  for  food  stamps. 

The  Administration's  block  grant  proposal  would  lead  to  major  food  stamp  cut- 
backs. Lowering  the  income  limits  in  Puerto  Rico  cannot  produce  the  specified 
amount  of  savings — too  many  Puerto  Ricans  are  at  the  bottom  of  the  income  scale. 
In  order  to  realize  the  requisite  savings,  the  block  grant  proposal  would  very  likely 
lead  to  across-the-board  benefit  cuts  in  Puerto  Rico  that  would  affect  all  recipients, 
including  the  poorest.  Yet  food  stamp  allotment  levels  in  Puerto  Rico  are  already 
lower  than  on  the  mainland  despite  the  fact  that  food  prices  in  Puerto  Rico  are 
considerably  higher  than  on  the  mainland.  (The  prices  are  higher  because  most  food 
is  imported  from  the  U.S.,  and  shipping  costs  are  built  into  the  final  retail  price.) 

Finally,  the  proposal  apparently  provides  no  lead-time  for  planning  or  preparing 
for  a  block  grant.  It  would  be  effective  six  months  from  now,  at  the  start  of  fiscal 
year  1982.  It  is  simply  not  possible  for  Puerto  Rico  to  plan  for  and  make  the  changes 
needed  to  lop  off  25  percent  of  its  food  programs  by  October  1.  This  is  not  a 
responsible  proposal  from  a  management  standpoint.  An  attempt  to  implement  a 
block  grant  in  October  1981  would  likely  lead  to  very  grave  administrative  prob- 
lems. 

Food  stamp  "cap" 

Finally,  I  should  also  like  to  address  the  matter  of  the  food  stamp  "cap". 

Nothing  plagues  the  management  of  the  Food  Stamp  Program  more  than  con- 
stant funding  crises  followed  by  large  numbers  of  additional  changes  in  the  program 
each  time  Congress  raised  the  cap.  As  long  as  the  program  keeps  changing  at  the 
rate  it  has  the  past  few  years,  state  and  local  administrators  will  have  a  difficult 
time  improving  management  and  reducing  errors.  Several  times  last  fall,  former 
USDA  Inspector  General  Thomas  McBride  said  that  stability,  and  a  respite  from 
constant  changes,  was  basic  to  improve  food  stamp  management. 

Something  needs  to  be  done  this  year  to  address  the  problem  of  the  cap.  We 
cannot  live  with  four  more  years  like  the  past  few.  Unfortunately,  we  already  know 
that  the  Administration's  estimates  for  food  stamp  spending  over  the  next  four 
years  do  not  accurately  reflect  the  impact  of  the  Administration's  budget  proposals. 
The  estimates  do  not  take  into  account  the  fact  that  Administration  proposals  to  cut 
AFDC,  unemployment  insurance,  public  service  jobs,  and  trade  adjustment  assist- 
ance will  result  in  increased  food  stamp  costs.  More  persons  will  be  made  eligible 
for  food  stamps  because  of  income  losses,  and  some  of  those  currently  eligible  will 
qualify  for  larger  benefits.  For  example,  the  HHS  Department  has  officially  stated 
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that  its  proposals  to  cut  AFDC  benefits  by  $1.2  billion  will  result  in  $266  million  of 
added  food  stamp  cuts. 

In  addition,  the  economic  assumptions  used  by  the  Administration  for  both  food 
prices  and  unemployment  are  remarkably  rosy.  Adjustments  must  be  made  for  the 
impact  on  food  stamp  costs  of  budget  cuts  in  other  programs,  and  for  the  possibility 
that  the  economy  could  follow  the  path  predicted  by  CBO  or  private  forecasters 
rather  than  that  predicted  by  the  Administration.  If  new  caps  are  established,  but 
these  factors  are  not  taken  into  account,  and  annual  food  stamp  crises  for  each  of 
the  next  four  years — and  continued  administrative  dislocations  in  the  program — will 
be  virtually  guaranteed. 


Statement  of  John  T.  Dempsey,  Ph.  D.,  Director,  Michigan  Department  of 
Social  Services  and  Chairman,  National  Council  of  State  Public  Welfare 
Administrators  of  the  American  Public  Welfare  Association 

Mr.  Chairman  and  members  of  the  Subcommittee,  my  name  is  John  T.  Dempsey, 
and  I  am  director  of  the  Michigan  Department  of  Social  Services.  I  also  serve  as 
Chairman  of  the  National  Council  of  State  Public  Welfare  Administrators 
(NCSPWA)  of  the  American  Public  Welfare  Association. 

I  very  much  appreciate  this  opportunity  to  testify  on  behalf  of  the  state  public 
welfare  agencies  regarding  the  importance  of  the  Food  Stamp  Program  and  of  the 
need  for  improvements  and  cost  controls  in  this  vital  component  of  our  nation's 
welfare  system. 

The  NCSPWA  is  composed  of  those  officials  of  each  state,  the  territories,  and  the 
District  of  Columbia,  who  are  responsible  for  administration  of  publicly  funded 
income  maintenance  and  social  service  programs.  These  programs — which  include, 
among  others,  Food  Stamps,  Aid  to  Families  with  Dependent  Children  (AFDC),  and 
General  Assistance — provide  help  to  millions  of  vulnerable  low-income  individuals 
and  families. 

Because  it  is  our  daily  responsibility  to  wrestle  with  state  budgetary  constraints, 
staff  shortages,  complex  policies,  and  the  very  real  needs  of  the  poor  and  disadvan- 
taged people  who  come  to  our  agencies  for  assistance,  we  feel  especially  well 
qualified  to  speak  about  the  strengths  and  weaknesses  of  these  programs.  We 
respectfully  offer  our  observations  and  recommendations  in  the  hope  that  you  will 
find  them  useful  as  you  consider  reauthorization  of  the  Food  Stamp  Program. 

STRENGTHS  OF  THE  FOOD  STAMP  PROGRAM 

While  the  Council  believes  improvements  are  needed  in  the  Food  Stamp  Program, 
our  members  also  see  strengths  in  this  national  approach  to  food  assistance  for  the 
poor  that  should  be  carefully  examined  and  preserved. 

For  example,  numerous  studies  and  simple  observation  tell  us  that  severe  hunger 
and  malnutrition  have  been  virtually  eliminated  in  this  country  in  the  last  10  to  15 
years.  There  is  also  considerable  evidence  that  the  general  health  of  the  nation's 
poor  has  improved  during  this  period,  and  infant  mortality  rates  and  other  indica- 
tors of  poverty  and  malnutrition  have  declined. 

As  administrators  of  programs  serving  the  poor,  we  can  see  that  expansion  of  the 
Food  Stamp  Program  has  contributed  significantly  to  these  gains.  We  believe  the 
program's  importance  as  a  basic  component  of  the  welfare  system  should  not  be 
undermined  in  efforts  to  reduce  costs,  and  we  urge  the  Congress  to  particularly 
safeguard  two  of  its  strongest  characteristics.  These  are  the  fact  that: 

(1)  Food  Stamps  are  available  to  the  eligible  working  poor,  intact  families, 
and  individuals  who  do  not  qualify  for  other  types  of  public  assistance  or 
income  security  programs. 

Eleven  percent  of  food  stamp  households  are  headed  by  adults  who  work  full  time 
and  still  do  not  earn  enough  to  pull  above  the  poverv  line.  In  many  states,  food 
stamps  are  the  only  form  of  help  offered  to  families  with  both  parents  present  and 
unemployed.  They  are  often  the  only  assistance  available  to  childless  couples  and 
individuals  who  are  too  old,  unskilled,  or  ill  to  compete  in  the  job  market  and  too 
young  for  other  benefits.  The  Food  Stamp  Program  fills  gaps  in  the  present  welfare 
system  because  it  is  the  only  nationwide,  noncategorical  program.  Harsh  limitations 
on  eligibility  would  cause  serious  hardship  for  many  people  and  would  place  crip- 
pling strains  on  the  emergency  resources  of  state  and  local  governments  and  private 
charities. 

(2)  Food  stamp  benefits  protect  the  nation's  poorest  poople  against  the  most 
devastating  effects  of  inflation  and  unemployment. 

The  average  annual  income  of  food  stamp  households  presently  is  about  $3,900  a 
year,  well  below  the  poverty  level.  While  all  of  us  have  felt  the  effects  of  inflation  in 
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recent  years,  food  stamp  households  have  been  especially  hard  hit.  Between  1975 
and  1979,  the  Consumer  Price  Index  for  necessities  went  up  32  percent,  and  overall 
income  went  up  40  percent.  But  the  income  of  food  stamp  recipients  increased  by 
only  17  percent. 

One  reason  for  this  lag  in  incomes  for  food  stamp  households  is  the  fact  that  one- 
third  of  them  receive  AFDC.  Most  states  do  not  index  AFDC  benefits  for  inflation, 
and  some  because  of  economic  forces  beyond  their  control,  have  actually  reduced 
AFDC  payments.  Thus,  food  stamps  have  provided  an  increasing  proportion  of  the 
benefits  paid  to  the  poor,  particularly  in  those  states  suffering  the  worst  effects  of 
unemployment  and  increased  housing  and  energy  costs. 

Food  stamp  benefits  presently  average  only  44  cents  per  person  per  meal,  or  $1.32 
per  person  each  day.  But  these  modest  benefits  often  mean  the  difference  between 
mere  subsistence  and  a  minimally  adequate  diet.  Again,  efforts  to  reduce  food  stamp 
costs  must  take  into  account  the  effects  of  inflation  and  unemployment — not  only  on 
the  food-buying  power  of  this  low-income  population,  but  also  on  the  ability  of  states 
to  keep  up  with  continually  mounting  costs  that  are  beyond  our  control. 

One  of  the  lessons  coming  out  of  the  economic  recessions  and  other  national 
emergencies  of  recent  years  is  that  the  Food  Stamp  Program  responds  quickly  to 
changing  conditions.  It  has  clearly  helped  to  ease  the  pain  of  economic  decline  for 
hard-hit  states  and  localities.  It  is  also  an  efficient  way  to  combine  the  resources  of 
government  and  the  marketplace  to  provide  safety  net  protection  for  the  least- 
advantaged  members  of  our  society.  These  are  strengths  that  should  not  be  over- 
looked in  considering  the  program's  future. 

NEED   FOR  PROGRAM   STABILITY 

While  the  Council  supports  the  basic  concepts  on  which  the  Food  Stamp  Program 
is  built,  we  also  recognize  the  need  to  tighten  eligibility  and  cut  costs.  We  believe 
the  reauthorization  process  offers  the  opportunity  to  examine  alternatives.  At  the 
same  time,  we  would  caution  against  administratively  costly  and  unmanageable 
proposals  and  further  upheaval  in  the  state  and  local  administration  of  this  pro- 
gram. Let  me  explain  the  concerns  of  state  administrators,  based  on  experience  and 
a  genuine  interest  in  the  wise  use  of  tax  dollars. 

In  the  last  three  years,  three  major  food  stamp  bills  have  been  enacted.  Each  has 
significantly  affected  the  operation  and  design  of  the  program.  Most  major  federal 
regulations  have  been  rewritten  once  or  twice  to  reflect  adjustments  in  the  law,  and 
it  has  been  necessary  for  states  and  local  agencies  to  implement  hundreds  of 
separate  policies  and  procedures.  This  has  been  a  costly  business  in  terms  of  dollars, 
errors,  training  time  and  expense,  and  disruption  of  agency  operations,  and  it  has 
affected  the  overall  integrity  and  direction  of  the  program. 

The  Food  Stamp  Program  must  be  permitted  to  stabilize.  It  is  crucial  that  we 
have  time  to  evaluate  the  impact  of  changes  already  made  by  Congress  before 
considering  significant  new  proposals  that  may  further  complicate  administration. 

If  we  are  to  have  that  period  of  stability,  it  will  be  necessary  for  Congress  to 
remove  the  authorized  cap  on  program  expenditures.  The  cap  on  annual  spending 
contained  in  the  1977  Food  Stamp  Act  has,  in  effect,  opened  the  door  to  annual 
reauthorization  of  the  program.  Congress  must  lift  the  cap  each  year  to  avoid  a  cut 
off  or  reduction  of  benefits — and  we  are  grateful  that  you  have  acted  in  the  last  two 
years  to  provide  funds  as  needed.  But  each  time  Congress  acts  to  lift  the  cap,  new 
amendments  aimed  at  tightening  eligibility  and  management  are  also  enacted.  The 
cumulative  effects  of  these  annual  amendments  have  been  a  serious  drain  on  state 
management  capabilities.  We  cannot  continue  to  assimilate  major  changes,  and  we 
ask  your  help  in  bringing  this  situation  under  control. 

We  believe  there  is  one  other  compelling  reason  for  deleting  the  cap  from  the  law. 
That  is  the  current  unreliability  of  economic  predictions.  Costs  for  the  Food  Stamp 
Program  are  determined  primarily  by  economic  conditions — people  become  eligible 
and  apply  for  food  stamps  because  they  lose  their  jobs  or  can  no  longer  stretch  low 
incomes.  According  to  Department  of  Agriculture  figures,  more  than  a  million 
people  are  added  to  this  program  each  time  the  unemployment  rate  goes  up  1 
percent;  and  food  stamp  costs  increase  by  $150  million  a  year  each  time  food  prices 
go  up  1  percent. 

State  administrators  understand  that  it  is  imperative  for  Congress  to  find  ways  to 
control  food  stamp  expenditures.  However,  we  believe  the  program  can  be  operated 
most  efficiently  if  the  cap  on  expenditures  is  deleted  from  the  law  to  allow  genuine 
need  to  be  met.  Since  unemployment  and  inflation  cannot  be  accurately  predicted 
over  any  period  of  time,  program  spending  should  not  be  limited  on  the  basis  of 
current  estimates  but  should  be  subject  to  the  prevailing  economic  conditions. 
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RECOMMENDATIONS  FOR  IMPROVING  PROGRAM   MANAGEMENT 

The  national  problems  of  unemployment  and  inflation  are  outside  the  control  of 
food  stamp  administrators,  but  the  Council  believes  there  are  ways  states  can  help 
to  curb  administrative  expenses  and  unnecessary  benefit  costs.  However,  our  efforts 
to  reduce  errors  and  manage  the  program  more  efficiently  will  not  only  require  the 
period  of  relative  stability  I  have  already  mentioned,  but  also  greater  flexibility  in 
several  areas  of  federal  policy. 

Specifically,  the  Council  recommends  that  this  subcommittee  explore  possibilities 
for  simplifying  the  special  income  deductions  now  allowed  to  food  stamp  recipients. 
We  also  recommend  that  states  be  given  more  flexibility  in  defining  "emergency 
need"  in  processing  food  stamp  applications,  that  states  no  longer  be  required  to 
carry  out  major  outreach  efforts,  and  that  actions  be  taken  to  make  the  food  stamp 
and  AFDC  programs  more  administratively  compatible.  Following  are  the  Council  s 
reasons  for  offering  these  proposals. 

(1)  Simplify  the  income  deductions  allowed  and  cancel  the  scheduled  1982  implemen- 

tation of  increased  deductions  for  some  recipients 

In  1977,  Congress  simplified  the  eligibility  and  benefit  determinations  process  by 
establishing  only  three  deductions:  (1)  the  standard  deduction,  (2)  the  20  percent 
earned  income  deduction,  and  (3)  the  combined  excess  shelter-dependent  card  deduc- 
tion. By  virtue  of  the  need  to  increase  spending  authorizations  over  the  last  two 
years,  medical  deductions  only  for  the  elderly  and  income  exclusions  for  other 
special  groups  have  crept  into  the  program.  Besides  complicating  program  adminis- 
tration, these  new  deductions  and  exclusions  create  inequities  that  are  misunder- 
stood by  program  recipients  and  the  public. 

It  is  certainly  essential  to  have  deductions  for  necessary  expenses  and  for  the 
preservation  of  work  incentives  thus  a  more  rational  approach  may  be  to  slightly 
increase  the  standard  deduction  while  eliminating  special  deductions  for  targeted 
groups.  In  accordance  with  this  idea,  we  believe  that  the  expended  medical  deduc- 
tion and  the  separate  dependent  care  deduction,  contained  in  PL-96-249,  be  re- 
pealed— they  have  not  been  implemented. 

(2)  Limit  expedited — or  "emergency  need"  services — to  those  who  are  truly  in  need 

and  allow  states  flexibility  in  defining  emergencies 

Currently,  all  households  must  be  screened  for  expedited  service.  This  require- 
ment is  administratively  costly  and  is  of  questionable  value  in  identifying  those 
households  that  are  actually  in  need  of  expedited  service.  States  need  more  flexibil- 
ity in  defining  "destitution '  than  federal  rules  allow.  For  example,  an  alternative 
might  be  to  set  broad  federal  guidelines  and  let  states  establish  asset  and  income 
limits  for  expedited  service  within  those  guidelines.  Households  with  assets  above 
the  state  limits  would  not  be  eligible  for  expedited  service,  but  would  be  given  the 
usual  application  service. 

Verification  of  eligibility  under  current  expedited  service  standards  is  also  a 
problem.  Under  the  existing  standards,  food  stamp  workers  cannot  adequately 
verify  need  prior  to  issuing  benefits.  Thus,  some  households  that  receive  expedited 
service  are  not  entitled  to  it.  In  many  instances,  the  state  later  finds  that  a 
household  has  assets  that  exceed  the  program's  eligibility  limits.  Because  this  infor- 
mation is  not  verified  immediately,  the  household  receives  benefits  which,  then, 
must  be  recovered. 

A  simple  approach  to  the  verification  problem  would  be  to  allow  states  to  use  an 
assets  test  in  determining  eligibility  for  expedited  service.  At  the  time  of  applica- 
tion, the  household  representative  would  be  required  to  declare  that  household 
assets  do  not  exceed  the  eligibility  limits. 

In  general,  we  believe  states  should  be  allowed  to  verify  data  before  providing 
benefits,  or  they  should  be  able  to  pay  a  percentage  of  the  monthly  benefit  pending 
verification  of  information  provided  by  an  applicant. 

In  the  area  of  cutting  costs,  the  Council  recommends  that  when  a  family  applies 
for  expedited  food  stamp  benefits  that  it  be  given  a  full  month  allotment  only  if  the 
eligibility  is  determined  prior  to  the  15th  day  of  the  month.  If  the  household  is 
eligible  for  the  last  half  of  the  month,  it  would  only  be  entitled  to  one-half  of  the 
monthly  benefit. 

(3)  Eliminate  the  outreach  requirement 

In  view  of  the  rapid  rise  in  food  stamp  participation  in  recent  years,  it  does  not 
appear  to  be  necessary  for  all  states  to  continue  to  extensively  publicize  the  avail- 
ability of  food  stamp  benefits.  The  Council  believes  the  law  should  be  amended  to 
allow  states  to  cut  administrative  expenses  for  outreach.  Those  states  that  wish  to 
conduct  outreach  programs  should  be  permitted  to  do  so,  however,  and  should 
continue  to  receive  the  current  rate  of  federal  reimbursement. 
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'4/  Cut  admutittratice  cotts  by  making  the  food  stamp  and  AFDC  pro&um*  admuua- 
tratuely  compatible 

Program  rules  and  regulations  differ  considerably  between  food  stamps  aad 
AFDC,  despite  the  considerable  overlap  in  populations  < approximately  one-third  of 
the  food  stamp  clients  also  receive  AFuC>.  For  example,  the  quality  control  i 
ments  of  the  two  programs  differ,  although  the  aim  of  both  is  to  provide  the  i 
type  <A  timely,  useful  management  information.  Definitions  of  f 
and  assets  also  vary  substantially. 

The  Council  recommends  the  consolidation  of  the  food  stamp  and  AFDC  ] 
under  one  umbrella  agency.  We  believe  considerable  administrative  i 
achieved  through  streamlined  and  compatible  quality  control  systems  and  < 
program  regulations.  It  would  also  be  more  efficient  for  the  states  to  da  " 
agency,  rather  then  with  both  the  Departments  of  Agriculture  (USDA)  i 
and  Human  Services  (HHS>.  At  the  very  least,  we  strongly  recommend  met  DHBS 
and  USDA  act  quickly  to  establish  a  formal  mechanism  for  coordinating 
requirements. 

One  area  in  need  of  immediate  attention  involves  the  definition  of  < 
and  budgeting  periods.  Congress  gave  states  the  option  of  setting  up  monthly  report- 
ing and  retrospective  accounting  systems  in  1980  amendments  to  the  Food  Samp 
Act.  Theoretically,  there  should  now  be  an  opportunity  to  closely  align  programmat- 
ic definitions.  But  many  states  will  not  be  able  to  take  advantage  of  this  cost-cutting 
option  because  of  troublesome  differences  between  food  stamp  and  AFDC  definitions 
of  certification  and  budgeting  periods.  Congress  can  help  in  this  regard  by  building 
more  flexibility  into  the  law  reauthorizing  the  Food  Stamp  Program.  We  urge  this 
committee  to  give  consideration  to  ways  this  might  be  done. 

STRENGTHS  AND  WEAKNESSES  OF  OTHER  COST-CUTTING  PROPOSALS 

A  number  of  proposals  for  tightening  the  Food  Stamp  Program  will  undoubtedly 
be  introduced  during  this  Congressional  session.  Some  of  those  now  under  discussion 
have  already  been  exhaustively  debated,  and  the  states  have  expressed  opposition  to 
several  that  would  be  costly  to  implement  and  administer,  or  that  would  shift 
substantial  expense  to  the  states  or  other  programs  and  pressure  points  in  the 
economy.  Because  some  of  these  same  proposals  appear  to  be  under  consideration 
again,  I  want  to  reiterate  the  reasons  why  the  Council  opposes  them  and  to  offer 
our  recommendations  for  judging  the  workability  and  cost-effectiveness  of  program- 
tightening  measures. 

The  council  opposes  any  proposal  to  recoup  food  stamp  benefits  from  recipients, 
because  we  believe  recoupment  would  conflict  with  the  Administration's  effort  to 
reduce  federal  involvement  in  assistance  programs,  would  be  administratively 
costly,  and  would  alter  the  basic  purpose  of  the  program  as  a  benefit  for  the  needy. 

As  we  understand  it,  recoupment  would  require  food  stamp  households  to  nay 
back,  through  the  federal  income  tax  system,  some  or  all  benefits  received  during 
the  year,  if  their  adjusted  gross  income  for  that  year  exceeds  175  percent  of  the 
poverty  line. 

Recoupment  would  involve  a  considerable  increase  in  paperwork  for  state  agen- 
cies, a  W-2  type  form,  listing  total  benefits  received  during  a  calendar  year,  would 
have  to  be  sent  by  the  end  of  January  to  every  household  that  received  stamps 
during  the  previous  calendar  year.  This  task  would  require  new  recordkeeping 
systems  and  the  design  of  computer  programs  that  could  track  participation  and  the 
benefits  paid  to  each  household.  Additional  staff  would  be  needed  to  prepare  and 
mail  out  all  the  forms. 

The  increased  cost  of  such  a  proposal  would  be  sizeable — the  Congressional 
Budget  Office  estimates  that  recoupment  would  actually  cost  the  Federal  Govern- 
ment $10  million  during  the  first  year.  That  estimate  does  not  count  state  expenses 
that  would  exceed  federal  reimbursement  levels.  Yet,  a  relatively  small  number  of 
food  stamp  households  (about  7  percent)  would  actually  be  required  to  repay  any 
portion  or  all  of  their  benefits. 

Recoupment  also  poses  a  work  disincentive.  The  households  most  likely  to  be 
subject  to  recoupment  would  be  the  working  poor  and  unemployed  who  participate 
in  the  program  for  relatively  short  periods  of  time.  A  recipient  might  put  off  taking 
another  job  at  the  end  of  the  year,  if  by  doing  so  she  or  he  could  keep  the 
household's  income  from  exceeding  175  percent  of  the  poverty  level. 

Most  importantly,  this  does  not  seem  to  be  the  time  to  reorient  the  philosophy  of 
the  Food  stamp  Program  to  one  of  assistance  in  the  form  of  an  interest-free  loan. 
People  are  eligible  for  food  stamps  because  they  have  low  incomes  and  do  not  have 
the  cash  available  to  cover  periods  of  unemployment  or  other  emergencies.  To 
require  that  they  repay  food  stamp  benefits  is  questionable  social  policy;  and  recoup- 
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ment  with  its  administrative  weaknesses  and  costly  paperwork,  is  not  a  good  vehicle 
for  testing  new  social  policy  directions. 

The  Council  opposes  reinstatement  of  the  food  stamp  purchase  requirement  be- 
cause it  would  decrease  participation  by  those  most  in  need  and  would  be  adminis- 
tratively costly. 

One  of  the  most  important  reforms  achieved  during  the  1977  reauthorization  of 
the  Food  Stamp  Act  was  elimination  of  the  purchase  requirement  (EPR).  Prior  to 
this,  many  elderly  people  and  very  poor  households  were  eligible  to  participate  but 
could  not  afford  to  pay  for  a  portion  of  their  food  stamps. 

When  EPR  was  implemented  in  January  1979,  more  than  three  million  people 
were  added  to  the  food  stamp  rolls.  Most  of  the  new  participants  were  from  very 
rural  sections  of  the  country  and  had  gross  incomes  of  less  than  $3,600  a  year. 
Participation  among  the  elderly  also  increased  by  32  percent  in  the  first  year. 

At  the  same  time,  the  1977  reforms  tightened  eligibility  requirements,  removed 
600,000  people  with  higher  incomes  from  the  program,  and  reduced  the  potentially 
eligible  population  by  3  million  people. 

Without  a  doubt,  money  can  be  saved  by  reinstating  the  purchase  requirement. 
The  Congressional  Budget  Office  estimates  that  reinstatement  would  save  $1  billion 
a  year,  excluding  additional  administrative  costs.  The  current  participation  rate  of 
71.5  percent  of  the  eligible  population  would  likely  be  cut  to  53  or  54  percent, 
according  to  the  CBO. 

However,  reinstatement  of  the  purchase  requirement  would  present  major  prob- 
lems for  state  agencies,  as  well  as  for  food  stamp  households.  The  3  or  4  million 
people  who  would  leave  the  program  would  no  doubt  include  the  poorest  recipients 
and  the  elderly,  the  people  most  in  need  of  the  program.  Direct  mail  issuance, 
which  has  been  highly  successful  in  many  states,  particularly  those  with  rural 
populations,  would  be  impossible  with  a  purchase  requirement. 

Reinstatement  of  the  purchase  requirement  would  add  considerably  to  administra- 
tive costs.  States  would  have  to  find  issuing  agents  again  and  reinstitute  the 
expensive  security  arrangements  required  for  billions  of  dollars  a  year  in  cash 
transactions.  Some  40  percent  more  coupons  would  probably  be  in  circulation, 
adding  to  the  costs  of  printing,  shipping,  storing,  redeeming,  and  destroying  cou- 
pons. The  abuses  that  existed  prior  to  elimination  of  the  purchase  requirement, 
such  as  failure  by  some  vendors  to  handle  cash  properly  and  deposit  it  on  a  timely 
basis,  would  undoubtedly  reappear.  Food  stamp  workers  would  again  have  to  com- 
pute purchase  amounts,  introducing  a  greater  potential  for  errors.  All  of  these  costs 
must  be  taken  into  consideration  in  figuring  the  savings  to  be  gained  by  reinstating 
the  purchase  requirement. 

The  Council  also  would  oppose  any  plans  for  reinstating  the  purchase  require- 
ment for  selected  groups  of  recipients  because  such  arrangements  are  impossible  to 
manage  efficiently  and  are  highly  inequitable. 

The  Council  opposes  counting  in-kind  benefits  in  determining  eligibility  and  bene- 
fit levels  for  food  stamps  because  the  procedures  required  are  expensive  to  adminis- 
ter, and  because  we  believe  households  would  be  unfairly  penalized. 

The  counting  of  in-kind  benefits  in  determining  eligibility  and  benefit  levels  for 
food  stamps  would  place  heavy  administrative  burdens  on  the  states.  Proposals  to 
count  the  value  of  school  lunches  are  particularly  burdensome,  since  each  house- 
hold's participation  in  the  school  lunch  program  would  likely  have  to  be  verified. 
Benefit  levels  for  3  million  food  stamp  households  with  school-age  children  would 
also  have  to  be  recomputed  frequently — perhaps  as  often  as  once  a  month — to 
reflect  the  value  of  the  lunches  received  at  school.  Tracking  systems  would  have  to 
be  set  up  to  monitor  the  age  and  school  lunch-eligibility  of  children.  The  potential 
for  costly  errors  would  be  quite  high. 

At  the  same  time,  many  food  stamp  families  would  be  unfairly  penalized  by 
counting  school  lunch  benefits  as  family  income.  Households  whose  only  source  of 
income  is  food  stamps  would  lose  as  much  as  those  with  other  income.  Allotments 
would  be  reduced,  even  if  children  were  unable  to  eat  at  school  every  day.  The 
poorest  families  would  be  penalized  most. 

There  are  nutritional  risks,  as  well,  in  thinking  of  school  lunches  and  food  stamps 
as  duplicate  benefits.  Food  stamp  allotments  are  not  designed  to  accommodate  all 
the  nutritional  needs  of  growing  children,  and  a  parent  cannot  prepare  a  meal 
equivalent  in  food  value  to  a  school  lunch  for  anywhere  near  the  cost. 

The  same  types  of  administrative  burdens  and  unforeseen  health  or  economic 
risks  are  present  in  other  proposals  to  count  in-kind  benefits  against  food  stamp 
benefits.  All  such  proposals  must  be  carefully  examined  to  find  the  hidden  costs  and 
potential  long-range  dangers. 

Since  this  testimony  was  originally  prepared,  we  have  become  aware  of  a  specific 
approach  the  Committee  may  be  considering.  It  was  reported  in  the  March  20,  1981 
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New  York  Times  (p.  11)  that  in  order  to  achieve  savings  in  the  Food  Stamp 
Program,  allotments  would  be  reduced  by  $12.00  a  month  for  each  child  in  school. 
The  impact  of  this  approach  in  selected  states  is  depicted  in  Table  A. 

What  the  data  show  is  that  families  receiving  AFDC  in  states  with  high  benefit 
levels  would  suffer  a  greater  reduction  in  food  stamp  benefits  than  families  in  states 
paying  comparatively  lower  AFDC  benefits.  In  other  words,  states  making  a  greater 
state  and  local  contribution  to  support  its  low-income  population  would  receive  less 
federal  aid  than  states  doing  less.  The  data  also  show  that  the  reduction  in  com- 
bined AFDC  and  food  stamps  to  low-paying  states  would  be  greater  than  in  high 
benefit  states.  Moreover  their  proportion  of  federal  aid  for  all  combined  AFDC  and 
food  stamps  would  be  less. 

The  Council  strongly  favors  employment  as  an  alternative  to  public  assistance, 
and  the  states  are  committed  to  working  with  the  Federal  Government  to  improve 
employment  opportunities  for  recipients  of  assistance.  However,  we  oppose  mandat- 
ed, nationwide  workfare  programs  for  food  stamp  recipients  because  of  the  heavy 
costs  to  states  and  major  obstacles  to  job  development  and  program  management. 

The  current  concept  of  "workfare"  would  require  specified  adults  in  food  stamp 
households  must  "work  off'  the  value  of  stamps,  if  the  earned  income  in  the 
household  is  less  than  the  household's  food  stamp  allotment. 


State  AFDC' 


Food         Combined 
stamps  *        benefits 


School 
lunch 
offset' 


Wisconsin $521  $77  $618  $36  47  6 

California 502  82  584  36  44  6 

Michigan 492  85  577  36  42  6 

Kansas 400  1 13  513  36  32  7 

Nebraska 377  120  497  36  30  7 

Illinois 356  126  482  36  29  7 

Ohio 349  128  477  36  28  8 

North  Carolina 257  156  413  36  23  9 

Louisiana 180  179  359  36  20  10 

Texas 143  190  333  36  19  11 

National  average 374  121  495  36  30  7 

1  Social  Security  Bulletin,  February  1981/vol.  44,  No.  2,  p.  55,  average  payment  family  of  4  June  1980. 

2  January  1981  allotment  levels  based  on  average  AFDC  payment. 

3  Average  monthly  offset  of  $12  per  child  projected  by  Chicago  Center  for  the  Study  of  Welfare  Policies  reported  in  the  New  York  Times.  M* 
20,  1981.  p.  11. 

There  are  many  problems  in  trying  to  implement  and  manage  workfare  programs 
for  food  stamp  recipients.  For  example,  under  workfare,  most  registrants  are  re- 
quired to  work  less  than  22  hours  (or  less  than  3  days)  per  month.  Welfare  agencies, 
therefore,  must  have  access  to  a  large  number  of  short-term,  low-skill  jobs  that  can 
be  completed  in  a  few  hours  per  week.  In  addition,  many  households  who  must  be 
screened  for  workfare  do  not  actually  begin  to  work  off  benefits  because  they 
receive  benefits  for  only  one  or  two  months  and  are  off  the  program  before  inter- 
viewing and  screening  processes  are  completed. 

The  sporadic  nature  of  workfare  assignments  does  not  build  marketable  skills  for 
participants.  Compounding  this  problem  is  the  fact  that  many  food  stamp  recipients 
move  on  and  off  the  rolls  regularly  due  to  the  instability  or  seasonal  nature  of  their 
regular  jobs.  Each  time  a  household  headed  by  a  seasonal  worker  becomes  eligible 
for  food  stamps,  a  new  job  must  be  found. 

Preliminary  reports  from  food  stamp  workfare  demonstration  projects  indicate 
that  the  high  costs  of  workfare  could  far  overshadow  the  benefits.  The  administra- 
tive demands  are  considerable — and  under  a  mandated,  nationwide  workfare  pro- 
gram, the  heaviest  burden  would  fall  on  the  states. 

State  welfare  agencies  would  carry  the  primary  responsibility  for  identifyig  work- 
fare  households,  setting  up  interviews,  finding  suitable  employment,  providing  su- 
pervision, and  paying  benefits.  Each  state  agency  would  have  to  establish  a  separate 
workfare  unit.  Half  of  all  administrative  costs  would  be  paid  from  state  funds. 

It  is  the  Council's  belief  that  a  nationwide  workfare  program  will  not  significantly 
increase  the  employability  of  food  stamp  recipients,  nor  will  it  provide  them  with 
the  income  needed  to  decrease  their  dependence  on  public  assistance.  The  expense 
of  workfare  administration  and  the  low  return  to  states  for  this  investment  cause  us 
to  seriously  doubt  the  savings  potential  and  effectiveness  of  large-scale  workfare 
proposals. 
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We  urge  the  Congress  to  explore  more  practical  and  effective  ways  to  provide 
work  experience  and  employment  for  food  stamp  recipients. 

The  Council  opposes  mandatory  retrospective  accounting  because  it  is  not  work- 
able in  all  states,  and  we  recommend  that  it  remain  a  state  option. 

Retrospective  accounting  bases  food  stamp  eligibility  and  benefits  on  prior  actual 
income,  rather  than  on  anticipated  income.  It  works  well  in  some  states,  but  may 
not  be  appropriate  for  others  or  for  all  political  subdivisions  within  a  state.  In  places 
where  caseloads  are  small  or  where  household  circumstances  do  not  change  much 
on  average,  retrospective  accounting  may  not  be  cost-effective.  By  contrast,  in  places 
where  employment  fluctuates  considerably  over  the  course  of  a  year,  retrospective 
accounting  may  not  take  real  need  into  consideration.  Ninety-day  retrospective 
accounting  would  be  far  less  responsive  to  need  in  those  areas,  for  example,  than 
would  30-day  retrospective  accounting. 

Mandatory  retrospective  accounting  presumes  a  uniformity  of  administration  and 
household  circumstances  that  simply  does  not  exist.  In  contrast,  Public  Law  96-249, 
enacted  in  1980,  gives  states  the  option  to  use  retrospective  accounting  under 
certain  circumstances.  If  sufficient  flexibility  can  be  built  into  the  regulations 
implementing  this  provision,  we  believe  states  that  wish  to  institute  retrospective 
accounting  can  do  so  in  a  cost-effective  way.  Therefore,  we  urge  the  committee  to 
recommend  that  this  be  retained  as  an  optional  provision  of  the  law. 

The  Council  recommends  that  any  proposal  to  shift  to  a  block  grant  food  stamp 
program  include  adequate  safeguards  for  inflation,  caseload  growth,  and  unemploy- 
ment trends  on  a  state-bv-state  basis. 

The  states  favor  flexibility  in  the  design  and  operation  of  welfare  programs.  At 
first  blush,  it  would  appear  that  a  block  grant  for  food  stamps  or  for  all  welfare 
programs  would  be  ideal.  Many  states,  in  fact,  may  view  a  block  grant  plan  as  an 
acceptable  alternative  to  a  cap  on  food  stamp  expenditures. 

However,  a  longer  term  view  brings  the  potential  problems  of  a  block  grant  into 
focus.  Once  state  grants  are  established  through  a  formula,  the  states  would  be 
responsible  for  those  expenditures.  Over  several  years,  program  costs  would  rise, 
even  if  only  due  to  food  price  inflation.  Caseload  growth  due  to  national  economic 
circumstances  or  other  conditions  would  also  add  to  costs,  forcing  states  to  pick  up 
the  difference,  further  reduce  benefits,  or  further  juggle  spending  priorities. 

For  these  reasons,  block  grant  proposals  will  require  indepth  examination  before 
any  consensus  of  states  can  be  reached.  At  a  minimum,  we  recommend  that  any 
block  proposal  for  the  Food  Stamp  Program  provide  for  regular  adjustments  for  food 
price  inflation,  caseload  growth,  and  unemployment  trends  by  state. 

GUIDELINES  FOR  JUDGING  THE  COST-EFFECTIVENESS  OF  FOOD  STAMP  PROPOSALS 

The  Council  has  attempted  in  this  testimony  to  identify  the  most  effective  ways  to 
control  food  stamp  costs  and  improve  administration  of  the  program.  In  summary, 
we  respectfully  offer  the  following  guidelines  for  judging  the  workability  and  sav- 
ings potential  of  food  stamp  proposals: 

States  are  not  alike.  We  must  be  able  to  adapt  the  laws  and  regulations  emanat- 
ing from  Congress  and  the  federal  agencies  to  our  individual  administrative  cajpa- 
bilities,  computer  systems,  caseload  characteristics,  and  economic  conditions.  Op- 
tional provisions,  demonstration  projects,  and  flexible  federal  rules  offer  opportuni- 
ties for  adjustment  and  for  testing  workability  and  cost-effectiveness. 

The  implementation  and  administrative  cost  of  food  stamp  proposals  must  be  fully 
understood  and  taken  into  account.  The  Council  stands  ready  to  help  in  this  regard 
and  to  explain  how  various  factors  affect  administrative  costs. 

Advantageous  or  different  treatment  of  certain  groups  is  administratively  costly 
and  inequitable.  It  also  increases  the  rate  of  errors  in  the  Food  Stamp  Program. 

Proposals  that  will  simply  shift  food  stamp  costs  to  other  programs,  to  other  levels 
of  government,  or  to  other  pressure  points  in  our  currently  sensitive  economy  will 
not  benefit  taxpayers  or  the  nation's  poor. 

A  period  of  stability — without  major  changes  in  the  Food  Stamp  Program  and  the 
annual  threat  of  inadequate  funds — would  allow  for  evaluation  of  existing  laws  and 
regulations  and  would  enable  the  states  to  improve  program  management. 

The  National  Council  of  State  Public  Welfare  Administrators  is  grateful  for  this 
opportunity  to  bring  its  recommendations  before  this  subcommittee.  We  are  pre- 
pared to  assist  in  your  study  of  food  stamp  reauthorization  proposals  and  to  work 
with  you  to  improve  the  administration  and  effectiveness  of  this  vital  program. 

This  testimony  was  originally  prepared  prior  to  the  recommendations  of  the 
Senate  Budget  Committee.  It  is  our  understanding  that  the  Budget  Committee  has 
targeted  the  Food  Stamp  Program  for  no  more  than  $10.4  billion  for  fiscal  1982. 
This  means  that  a  reduction  in  the  program  of  $1.8  billion  must  be  effected  if  the 
Senate  adopts  the  First  Budget  Resolution.  The  question  is:  how  can  reductions  of 
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The  Food  Stamp  Program,  by  Federal  law,  allows  a  deduction  of  20  percent  from 
gross  income  to  compensate  for  work  related  expenses,  income  tax  and  social  secu- 
rity tax.  The  AFDC  Program,  by  Federal  law,  must  allow  a  deduction  of  reasonable 
actual  work  related  expenses  from  net  earned  income  following  disregards.  Florida 
policy  permits  clients  to  chose  to  take  a  $30  standard  deduction  or  to  have  ret 
able,  actual,  verified  work  related  expenses  deducted. 

The  Food  Stamp  Program,  by  Federal  law,  allows  a  child  care  deduction, 
bined  with  an  excess  shelter  allowance,  for  a  maximum  of  $115.  The  AFDC  Pro- 
gram, by  Federal  law  and  regulation,  requires  that  reasonable  actual  expenses  for 
child  care  be  recognized  as  a  deduction  from  net  earned  income  along  with  other 
work  related  expenses.  State  policy  permits  clients  to  chose  a  standard  deduction  of 
$52  for  one  child,  $104  for  two  children  and  $150  for  three  or  more  children,  or  to 
deduct  reasonable,  actual,  verified  child  care  expenses. 

The  Food  Stamp  Program,  by  Federal  law,  counts  incentive  grants  received  from 
the  CETA  or  WIN  programs  as  income.  The  AFDC  Program,  by  Federal  law,  does 
not  count  these  incentives  as  income. 

The  Food  Stamp  Program,  by  Federal  law,  exempts  all  recipients  who  are  a 
caretaker  of  a  child  12  years  or  younger  from  the  requirement  to  register  for  work. 
The  AFDC  Program,  by  Federal  law,  exempts  all  recipients  who  are  a  caretaker  of  a 
child  six  years  or  younger  from  this  requirement. 

The  Food  Stamp  Program,  by  Federal  regulations,  permits  verification  of  income 
only  prior  to  certification.  The  AFDC  Program,  by  State  policy,  requires  verification 
and  documentation  of  all  factors  of  eligibility  which  relate  to  the  amount  of  the 
AFDC  grant,  whether  or  not  the  information  reported  by  the  applicant  is  question- 
able. 

These  examples  illustrate  the  unnecessary  complexity  built  into  programs  which 
are  designed  to  serve  the  same  people.  A  worker,  responsible  for  determining  the 
eligibility  of  an  individual  or  a  household  for  all  types  of  public  assistance,  must 
learn  several  different  criteria,  and  be  retrained  repeatedly  as  these  criteria  are 
revised.  Control  of  administrative  errors  is  almost  impossible  under  these  circum- 
stances. Client  frustration  is  magnified.  The  costs  of  manual  revision,  public  infor- 
mation, forms  preparation  and  production,  staff  duplication,  and  separate  monitor- 
ing and  information  systems  is  immense. 

Having  indicated  some  of  the  major  operational  problems  facing  the  Food  Stamp 
Program,  I  would  like  to  share  a  few  recommendations  for  your  consideration  as 
you  address  the  budget  and  the  reauthorization  of  the  Food  Stamp  Act. 

First,  states  should  be  allowed  to  require  documentation  and  verification  of  all 
factors  used  in  determining  eligibility.  Program  abuse  can  most  effectively  be  con- 
trolled if  it  is  caught  before  it  happens.  The  AFDC  program  demonstrated  that  error 
rates  related  to  program  abuse  can  be  substantially  reduced  through  proper  docu- 
mentation of  eligibility  factors  prior  to  certification. 

Second,  states  should  be  given  the  flexibility  to  establish  resource  limits,  exemp- 
tions from  work  requirements,  standard  deductions,  and  other  factors  of  eligibility 
which  are  as  uniform  as  possible  across  programs  designed  to  serve  low-income 
persons.  Congress  could  and  should  establish  minimum  and  maximum  ranges.  This 
procedure  would  give  states  the  ability  to  have  more  uniform  standards  across 
programs  if  they  felt  this  was  appropriate. 

Flexibility  in  the  area  of  deductions  from  income  could  be  extended  to  permit 
states  to  utilize  a  single  standard  deduction  in  lieu  of  the  complex  set  of  deductions 
which  now  exist.  The  choice  as  to  application  of  a  single  deduction  or  a  package  of 
deductions  should  be  at  the  state  level  because  of  wide  variations  in  the  characteris- 
tics of  food  stamp  recipients,  the  availability  of  other  resources  which  may  or  may 
not  meet  some  of  the  needs  covered  by  a  targeted  deduction,  and  the  cost  of  living. 

Third,  states  should  be  given  the  authority  in  the  Food  Stamp  Program  to  make 
operational  decisions,  set  organizational  priorities,  develop  and  release  materials, 
establish  priorities  among  program  functions,  and  issue  policy  clarifications  without 
the  prior  approval  of  the  uSDA.  This  authority  would  enable  the  states  to  organize 
the  delivery  of  services  in  the  most  efficient  manner  to  meet  state  needs  and  to 
correspond  to  state  organizational  structures,  including  the  consolidation  of  pro- 
grams and  staff  functions  where  appropriate. 

Fourth,  the  Federal  government  should  encourage  states  to  develop  pilot  projects 
to  improve  program  operations,  such  as  cashing  out  food  stamps  for  SSI  and  AFDC 
recipients. 

This  appeal  for  greater  state  flexibility  requires  a  reexamination  of  the  Federal/ 
State  partnership.  We  support  and  encourage  Federal  authority  to  establish  an 
equitable  program  throughout  the  country.  The  Federal  role,  however,  is  to  set 
specific  intent  with  broad  policy  directions,  provide  technical  assistance,  monitor 
and  evaluate  performance,  and  require  corrective  action  when  needed.  The  State 
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role  is  to  implement  broad  policy  in  the  local  context,  establish  operational  proce- 
dures and  program  priorities,  deliver  the  required  services,  carry  out  corrective 
action  and  monitor  and  evaluate  results.  The  Federal  role  is  primarily  policy  and 
results  oriented;  the  State  role  is  primarily  operational  and  results  oriented. 

Finally,  any  reform  of  food  stamp  and  other  public  assistance  programs  needs  to 
be  accompanied  by  an  employment,  training  and  economic  development  program 
targeted  to  those  public  assistance  recipients  who  are  able  to  work.  A  successful 
program  must  understand  the  skill  levels  of  public  assistance  recipients,  their 
previous  employment  history,  their  need  for  supportive  services  such  as  child  care, 
transportation,  and  medical  care,  and  the  potential  of  the  labor  market  to  provide 
jobs  which  will  pay  a  wage  that  will  enable  the  participant  to  become  economically 
self-sufficient.  The  present  work  registration  requirements  in  the  Food  Stamp  Pro- 
gram have  not  resulted  in  a  significant  number  of  job  placements  (nine  percent  of 
the  persons  required  to  register  with  the  Florida  State  Employment  Service).  Work- 
fare  pilot  projects  may  have  a  marginal  impact  on  the  number  of  food  stamp 
recipients,  but,  according  to  the  Ketron  Institute,  which  is  evaluating  these  projects, 
they  have  not  been  proven  to  be  cost  effective  nor  have  they  resulted  in  permanent, 
unsubsidized  employment  for  the  majority  of  participants. 

Fifty-eight  percent  of  the  food  stamp  recipients  who  are  registered  for  work  have 
less  than  a  high  school  education,  and  58  percent  of  food  stamp  households  are 
headed  by  women.  The  preliminary  findings  of  a  study  being  prepared  for  the 
Florida  Legislature  of  employment  and  training  strategies  indicate  that  public 
assistance  recipients  want  to  work  and  do  work.  Their  predominant  employment 
pattern,  however,  is  repeated  entry  and  exit  from  a  series  of  low-skill,  low-pay 
occupations.  These  employment  situations  do  not  provide  adequate  income  or  job 
stability  and  offer  little  opportunity  for  advancement.  The  "welfare"  cycle  can  only 
be  terminated  with  an  aggressive  training,  job  creation  and  employment  program 
targeted  to  public  assistance  recipients. 

In  conclusion  I  would  like  to  comment  briefly  on  the  Administration's  proposed 
reductions  in  the  Food  Stamp  Program. 

While  we  accept  the  probability  of  some  reduction  in  the  expenditures  for  food 
stamps,  we  are  concerned  with  any  reduction  that  shifts  the  cost  of  the  program  to 
the  State,  severely  undercuts  the  level  of  support  for  the  elderly  and  children,  and 
acts  as  a  disincentive  to  employment  of  adult  recipients. 

The  Administration's  proposal  to  prorate  the  initial  allotment  to  a  food  stamp 
household  depending  upon  the  time  in  the  month  that  a  household  applies  for 
stamps,  and  his  proposal  to  tighten  administration  through  simplifying  or  eliminat- 
ing excessive  regulations  should  result  in  program  improvements  without  serious 
impact  on  recipients. 

The  Administration's  proposal  to  require  determination  of  eligibility  based  on 
income  received  30  to  90  days  prior  to  the  date  of  application,  as  opposed  to 
projected  income,  has  both  positive  and  negative  implications.  On  the  positive  side, 
this  proposal  would  eliminate  those  individuals  who  recently  had  adequate  income 
from  employment  and  are  likely  to  return  to  that  employment  in  the  very  near 
future.  It  would  also  provide  some  check  on  the  number  of  expedited  determinations 
if  the  states  are  given  authority  to  require  documentation  of  income  for  expedited 
cases  prior  to  certification.  On  the  other  hand,  the  longer  the  period  of  past  income 
that  is  required  for  determination  of  eligibility,  the  greater  the  possibility  of  undue 
hardship  on  households  which  experience  a  sudden  change  in  circumstances. 

If  the  proposal  includes  mandatory  monthly  reporting  of  income,  as  it  would 
almost  have  to  do  to  be  effective,  additional  State  funds  will  be  needed  to  implement 
this  provision.  The  need  for  additional  administrative  funds  is  based  on  four  as- 
sumptions: that  households  on  fixed  incomes  will  not  be  required  to  report  income 
monthly;  that  states  will  be  able  to  eliminate  existing  notification  requirements  if  a 
monthly  household  report  does  not  change  a  household's  allotment,  that  food  stamp 
households  will  bear  the  cost  of  postage  related  to  monthly  reporting,  and  that  no 
more  than  25  percent  of  the  new  households  required  to  report  will  have  a  change 
in  their  allotment.  Given  these  assumptions,  the  number  of  interim  changes  (month- 
ly reports)  which  Florida  alone  would  have  to  process  would  increase  by  212,000  per 
month.  The  total  estimated  cost  for  staff  to  carry  out  this  activity  would  be 
$6,800,000;  the  cost  to  the  State  at  the  current  50  percent  matching  rate  would  be 
$3,400,000.  This  proposal,  more  than  any  other,  would  shift  the  cost  of  the  program 
to  the  states. 

While  we  support  the  concept  of  retrospective  accounting,  we  recommend  that  the 
accounting  period  not  exceed  30  days,  and  that  the  increased  administrative  burden 
created  by  this  proposal  be  funded  100  percent  by  Federal  funds. 

The  Administration '8  proposal  to  cancel  the  adjustment  of  allotment  levels  to 
reflect  projected  food  cost  increases  and  to  cancel  the  increased  child  care  and 
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expand  medical  deductions  for  the  elderly  seems  to  impact  most  heavily  on  persons 
who  are  least  able  to  meet  their  needs:  the  elderly,  children,  and  the  long-term 
unemployed.  We  estimate  that  this  proposal  will  impact  164,000  of  Florida  is  food 
stamp  recipients  who  are  elderly  and /or  recipients  of  SSI,  and  the  cancellation  of 
the  additional  child  care  deduction  may  serve  as  a  disincentive  to  employment. 

The  Administration's  proposal  to  deduct  the  cost  of  school  meals  from  tne  house- 
hold food  allotment  for  each  child  eligible  for  a  school  meal,  if  not  implemented 
with  caution,  could  reverse  years  of  improvement  in  child  nutrition.  There  are 
300,000  school  age  food  stamp  recipients  in  Florida.  The  average  cost  of  a  school 
lunch  in  the  Administration's  proposal  is  $.65;  the  average  food  stamp  meal  benefit 
is  only  $.38.  If  the  household  food  stamp  allotment  is  reduced  by  $.65/day  the 
household  would  loose  $11.50  per  month,  per  child.  This  would  result  in  a  total 
annual  loss  of  benefits  in  Florida  of  $31,050,000.  If,  on  the  other  hand,  the  household 
food  stamp  allotment  is  reduced  by  a  value  equal  to  the  average  stamp  benefit  per 
meal  (38  cents),  the  household  would  loose  $6.70  per  month,per  child.  This  proce- 
dure would  result  in  a  total  annual  loss  of  benefits  in  Florida  of  $18,090,000. 

If  this  proposal  is  approved,  we  strongly  urge  that  the  reduction  per  child  not 
exceed  the  value  of  the  average  food  stamp  benefit  per  meal. 

The  Administration's  proposal  to  set  income  eligibility  for  food  stamps  at  130 
percent  of  the  poverty  level,  or  approximately  $11,000  for  a  family  of  four,  would 
eliminate  1.5percent  of  the  food  stamp  households  in  Florida,  approximately  5,700 
households.  This  proposal  would  not  have  any  impact  on  administrative  costs  be- 
cause the  number  of  households  affected  is  so  small. 

[Subsequent  to  the  hearing  on  April  2,  1981,  the  following  writ- 
ten questions  from  Senator  Helms  were  sent  to  Ms.  Loepp.  Ms. 
Loepp's  responses  follow:] 

State  of  Florida, 
Department  of  Health  and  Rehabilitative  Services, 

Tallahassee,  Flo.,  April  29,  1981. 
Hon.  Jesse  Helms, 

Chairman,  Committee  on  Agriculture,  Nutrition,  and  Forestry,  U.S.  Senate,  Washing- 
ton, D.C 
Dear  Senator  Helms:  This  is  in  response  to  your  letter  of  April  16,  1981  request- 
ing follow-up  information  to  my  recent  testimony  to  your  committee. 
Enclosed  are  my  responses  to  each  of  your  questions. 
Thank  you  for  the  opportunity  to  comment  on  Food  Stamp  issues. 
Sincerely, 

Mary  P.  Loepp, 
Program  Staff  Director, 

Economic  Services. 
Enclosure. 

Question  1.  Income  Cross-Checking.  You  indicated  that  Florida  has  initiated  an 
income  matching  system.  I  understand  that  your  program  is  one  whereby  food 
stamp  recipients  are  "cross-checked"  with  the  latest  wage  information  reported 
quarterly  for  unemployment  compensation  purposes.  (Such  cross-checking  with  un- 
employment compensation  records  is  already  required  by  Federal  law  for  applicants 
for  the  Aid  to  Families  with  Dependent  Children  program  for  determining  eligibil- 
ity; those  states  which  do  not  nave  quarterly  reporting  use  wage  data  furnished 
from  the  Social  Security  Administration.)  Would  you  outline  for  the  record  Florida's 
experience  thusfar  is  cross-checking  the  food  stamp  recipients— procedure,  savings, 
if  any,  and  so  forth? 

Answer.  In  Florida,  the  income  matching  system  is  accomplished  at  the  time  of 
recertification  for  food  stamp  households.  Social  Security  numbers  are  matched  with 
information  in  the  Department  of  Labor's  files  on  unemployment  benefits,  work- 
man's compensation,  and  wages  reported  by  employers.  An  individual  income  histo- 
ry is  printed  for  all  matches  and  mailed  to  the  appropriate  Food  Stamp  Office  to  be 
discussed  with  the  household  during  its  recertification. 

For  the  period  October,  1980  through  February,  1981,  2,600  recertifications  were 
referred  to  the  Office  of  Fraud  and  Recoupment  for  investigation  and  possible 
prosecution,  and  735  were  terminated  from  the  program  because  of  unreported 
income. 

Claims  against  households  who  received  an  overissuance  due  to  unreported 
income  are  still  being  processed  to  determine  the  total  amount  of  overissuance. 

Local  staff  have  indicated  that  the  system  results  in  more  accurate  reporting  of 
income  by  recipients.  The  Department  is  pursuing  a  publicity  campaign  to  inform 
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applicants,  recipient  and  the  general  public  of  the  income  verification  system.  This 
campaign  should  further  improve  income  reporting. 

In  addition  to  this  income  verification  system,  Florida  plans  to  inititate  a  similar 
verification  system  to  determine  the  accuracy  of  reported  SSI/SSA  and  AFDC 
income.  These  tracking  systems  will  be  implemented  by  September,  1981. 

Question.  2.  Verification  of  Savings  and  Checking  Accounts.  You  indicated  that  in 
the  AFDC  program,  Florida  has  implemented  a  system  of  verifying  savings  and 
checking  accounts.  Would  you  describe  how  this  is  done  currently  in  AFDC,  and 
how  you  would  envision  this  procedure  helping  verification  in  the  food  stamp 
program? 

Answer.  In  the  Florida  AFDC  program,  an  applicant  who  declares  the  ownership 
of  a  savings  and/or  checking  account  is  requested  to  sign  a  Financial  Clearance 
form  which  authorises  the  financial  institution  to  release  information  to  the  agency 
regarding  these  resources.  In  the  Food  Stamp  Program,  verification  of  resources  can 
be  made  only  if  there  is  reason  to  question  the  information  provided  by  the  appli- 
cant. Regulations  to  be  implemented  in  June,  1981  will  permit  the  verification  of 
resources  prior  to  certification  of  an  applicant.  This  will  provide  for  more  account- 
ability in  the  program. 

Question.  3.  Mail  Issuance.  What  percentage  of  recipients  in  Florida  receive  their 
food  stamps  by  mail  issuance?  What  categories  of  recipients?  What  has  been  your 
experience  with  the  rate  of  losses— real  or  fabricated — claimed  by  intended  recipi- 
ents, especially  with  regard  to  rural  versus  urban  losses.  (Feel  free  to  outline  what 
safeguards  or  procedures  you  have  developed  to  deal  with  mail  issuance.) 

Answers.  During  the  period  October  through  December  1980,  approximately  32 
percent  (121,478)  of  Florida's  food  stamp  households  (379,619)  were  issued  coupons 
through  the  mail  each  month.  The  value  of  the  coupons  issued  was  $27,988,968  and 
the  amount  reported  as  losses  was  $332,328  which  is  a  loss  rate  of  1.18  percent.  Mail 
issuance  is  available  for  all  categories  of  recipients.  The  majority  of  the  recipients 
who  receive  their  coupons  in  the  mail  are  the  elderly,  handicapped  and  those  in 
rural  areas  with  transportation  problems.  Urban  areas  have  a  higher  loss  rate  than 
rural  areas. 

Currently  the  agency  is  experimenting  with  the  following  measures  to  deal  with 
mail  issuance  losses.  These  measures  are  implemented  in  various  project  areas  and 
are  not  yet  applicable  statewide. 

(1)  Mail  issuances  are  staggered  over  the  first  ten  days  of  each  month  instead 
of  mailing  them  all  on  the  first  day. 

(2)  Participants  are  removed  from  mail  issuance  after  one  loss  is  reported. 

(3)  Certified  mail  is  used  for  allotments  which  exceed  $165/month.  This  is 
only  being  done  in  two  local  offices  because  of  the  high  cost  of  certified  mail. 

(4)  Mail  issuance  is  limited  to  allotments  under  $128/month  in  one  local  office 
and  $200/ month  in  another  local  office. 

(5)  Mail  issuance  is  pre-sorted  by  zip  code. 

(6)  Mail  issuance  is  prohibited  for  households  which  share  post  office  boxes  or 
have  general  delivery  addresses. 

The  State  Food  Stamp  Office  is  conducting  an  analysis  of  these  experiments  to 
determine  which  procedures  are  most  effective  in  reducing  mail  losses. 
We  are  also  considering  the  following  procedures  for  implementation: 

(1)  Mail  issuance  would  be  discontinued  to  all  recipients  except  those  who  are 
elderly,  handicapped,  have  transportation  difficulties  or  can  sufficiently  demon- 
strate their  inability  to  pick  up  their  allotment. 

(2)  When  certain  high  loss  areas  are  identified,  mail  issuance  would  be  discon- 
tinued for  all  recipients  in  that  area.  This  would  primarily  apply  to  certain  zip 
codes  or  housing  projects. 

(3)  Centralize  mail  issuance  in  urban  locations. 

Question  4-  Expedited  Services.  What  percentage  of  your  caseload  applies  for 
benefits  under  the  category  "expedited  service"?  I  have  heard  from  a  number  of 
local  and  state  administrators  about  problems  associated  with  obtaining  sufficient 
verification  of  information  furnished  by  recipients  applying  under  expedited  services 
provisions.  Do  you  have  any  suggestions  regarding  means  of  tightening  up  the 
administrative  procedures  and  verification  of  such  applications? 

Answer.  In  Florida,  about  28  percent  of  our  monthly  applications  are  expedited. 
This  includes  initial  applications  as  well  as  applications  for  recertification. 

There  should  be  some  provision  for  expedited  service  for  those  with  immediate 
needs. 

We  suggest  the  following  measures  to  tighten  up  the  expedited  service  process: 
(1)  Limit  eligibility  to  applicants  who  have  no  income  and  who  do  not  antici- 
pate income  for  two  weeks. 
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2.  Limit  eligibility  for  expedited  service  to  initial  applications.  Applicants  for 
reunification  should  not  be  certified  under  expedited  provisions  because  if  they 
apply  for  recertification  on  time,  they  will  receive  stamps  for  the  next  month 
during  the  first  10  days  of  the  month;  and 

'3;  Applicants  for  expedited  services  should  be  required  to  verify  resources. 
identity,  residence  and  household  composition  as  a  condition  for  certification. 
Questton  5.  Workfare,  I  understand  that  St.  Petersburg  has  recently  begun  a 
work  fare  pilot  project.  I  recognize  that  information  may  be  sketchy  at  this  early 
stage,  but  based  on  what  information  you  have,  do  you  have  any  observations  to 
make  about  workfare  requirements,  implementation,  or  any  initial  statistics  on 
participation  levels? 

Answer.  Statistics  gathered  from  the  St.  Petersburg  workfare  project  during  the 
period  January  16  through  April  10,  1981  reveal  the  following: 

"The  number  of  individuals  referred  to  the  county  sponsor  was  1,497.  376  of  these 
individuals  were  referred  to  job  sites.  169  were  sanctioned  for  failure  to  comply  and 
105  individuals  were  exempted  for  good  cause. 

"The  county  referred  individuals  for  6,052  hours  of  work,  however,  only  £859 
hours  were  actually  worked.  The  types  of  jobs  available  are  primarily  maintenance, 
clerical  or  day  care.  The  no  show  rate  is  approximately  50  percent.  Many  employers, 
therefore,  only  offer  jobs  which  are  non-essential." 

The  goals  of  a  workfare  program  must  include  provision  of  employment  opportu- 
nities which  enable  participants  to  become  economically  self  sufficient. 

The  jobs  to  be  performed  under  workfare  provisions  should  have  the  potential  for 
permanent  employment  or  provide  job  experience  and  training  that  enhance  the 
recipient's  ability  to  locate  other  employment  opportunities. 

To  assist  you  in  thinking  about  this  subject,  I  am  attaching  a  copy  of  a  special 
report  commissioned  by  the  Florida  Legislature  entitled  "Work  or  Welfare".1 

Statement  of  Billy  G.  Davis,  Director,  Division  of  Public  Assistance  Fraud, 
Office  of  the  Auditor  General,  State  of  Florida 

Mr.  Chairman  and  members  of  the  Committee:  It  is  indeed  an  honor  for  me  to  be 
here  today.  I  am  aware  of  your  interest  and  concern  in  curtailing  opportunities  for 
fraud  and  abuse  and  other  criminal  activities  in  the  Federal  Food  Stamp  Program. 

I  am  confident  this  effort  is  appreciated  by  all  taxpayers.  There  are  those  who 
would  have  you  believe  that  anyone  receiving  food  stamps  is  committing  fraud.  On 
the  other  hand,  there  are  those  who  would  have  you  believe  little  or  no  fraud  exists 
in  the  Food  Stamp  Program.  Neither  of  these  opinions  can  be  supported  by  fact.  My 
testimony,  however,  is  based  on  data  gathered  in  the  State  of  Florida  since  1972. 

Nineteen  hundred  and  seventy  two  was  the  year  that  the  Florida  Legislature 
established  the  Division  of  Public  Assistance  Fraud  in  the  Office  of  the  Auditor 
General  to  investigate  irregularities  in  the  administration  and  expenditures  of 
public  assistance  monies  in  the  State  of  Florida.  As  a  result  of  this  continuing 
activity,  during  calendar  year  1980,  we  referred  a  total  of  1,870  cases  of  fraud  and 
abuse  in  public  assistance  programs  to  the  appropriate  Florida  State  Attorneys. 
These  1,870  cases  had  an  estimated  dollar  value  of  $2.4  million  in  overpayments  and 
overissuances  associated  with  the  fraud.  Further,  1,584  of  the  1,870  cases  involved 
fraud  relative  to  the  Food  Stamp  Program.  Of  the  $2.4  million  that  I  previously 
mentioned,  $1.4  million  of  the  overpayments  and  overissuances  was  in  a  form  of 
food  stamps.  The  prosecutors  in  Florida  prosecute  in  excess  of  80  percent  of  all  cases 
that  we  turn  over  to  them  each  year. 

Without  going  into  extensive  detail  as  to  the  credentials  of  our  Office,  and 
credibility  of  the  testimony  I  plan  to  give  today,  I  have  attached,  as  exhibit  A  to  the 
full  text  of  my  testimony,  narrative  pages  from  our  last  annual  report  to  the  Florida 
Legislature.  This  will  give  you  an  insight  as  to  the  total  activity  carried  on  by  the 
Auditor  General's  Office  in  Florida  and  the  result  of  that  activity,  specifically  as 
related  to  the  prosecutions  and  court  actions.  Accordingly,  I  can  move  on  to  the 
specific  area  of  fraud  and  abuse  in  the  Food  Stamp  Program.  My  testimony  might 
lead  you  to  believe  that  Florida  has  a  unique  problem  as  related  to  fraud  in  the 
Food  Stamp  Program  and  that  other  states  do  not  have  any  fraud.  To  this  I  would 
answer,  we  are  only  unique  because  we  are  attempting  to  do  something  about  the 
problem  of  fraud  and  abuse  in  the  Food  Stamp  Program.  Many  states  have  made  no 
such  effort. 

In  November  of  1980,  Report  Number  80-6  was  submitted  by  the  investigative 
staff  of  the  Senate  Committee  on  Appropriations  to  the  Sub-Committee  on  Agricul- 


1  Retained  in  committee  files. 
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ture,  Rural  Development,  and  Related  Agencies.  This  report  deals  with  an  overall 
strategy  to  combat  fraud  and  abuse  in  the  Food  Stamp  Program.  In  the  Report  it 
was  indicated  in  fiscal  year  1979,  24  states  reported  no  prosecution  of  food  stamp 
fraud  and  12  states  reported  10  or  less  prosecutions.  When  considering  that  36 
states  reported  no,  or  10  or  less,  prosecutions  of  food  stamp  fraud,  it  is  no  wonder 
one  may  surmise  that  Florida  could  have  a  unique  problem  in  food  stamp  fraud. 
However,  it  is  my  opinion  that  if  these  other  36  states  were  pursuing  the  investiga- 
tion and  prosecution  of  food  stamp  fraud  as  we  are,  you  would  find  all  states  have 
similar  problems  as  to  those  that  exist  in  the  State  of  Florida.  Report  Number  80-6, 
as  referenced  above,  went  on  to  indicate  that  in  fiscal  year  1979,  Florida  and  Texas 
accounted  for  about  28  percent  of  all  food  stamp  fraud  prosecution  in  the  United 
States.  Texas,  as  Florida  has  done,  has  attempted  to  do  something  about  the 
problem. 

We  have  found  food  stamp  fraud  can  be  broken  down  into  probably  three  catego- 
ries; recipient  fraud,  ring  activity,  and  organized  activity.  By  recipient  fraud  I  am 
simply  referring  to  those  eligible,  or  ineligible,  recipients  who  do  not  disclose  all 
pertinent  facts  concerning  their  family  situations  and  receive  more  food  stamps 
than  they  are  entitled  to  receive.  In  ring  activity,  I  refer  to  groups  of  people  who 
travel  in  somewhat  of  a  less  than  organized  manner  to  various  counties  within  a 
state  or  between  states  and  receive  food  stamps  several  times  within  a  given  month. 
Then  there  are  those  activities  that  are  well  organized.  In  one  such  case  in  Florida, 
we  found  an  estimated  $500,000  worth  of  food  stamps  were  received  by  a  group  of  3 
or  4  people  over  a  period  of  time.  I  mention  these  three  different  types  of  fraud 
activity  because  I  think  in  order  to  make  recommendations,  and  for  you  to  consider 
remedies,  each  one  of  these  has  some  unique  characteristics  that  must  be  addressed. 
Accordingly,  different  remedies  are  required  to  eliminate  or  reduce  the  fraud  and 
abuse  in  each  of  these  specific  areas.  Before  addressing  these  things  specifically,  I 
would  like  to  summarize  for  you  the  results  of  a  study  we  did  on  food  stamp  roles 
for  those  recipients  of  food  stamps  in  the  month  of  November,  1979.  In  addition  to 
this  summary  I  have  attached,  as  exhibit  B  to  the  complete  text  of  my  presentation, 
that  entire  report. 

We  concluded,  by  the  use  of  generally  accepted  statistical  projections,  that  15.8 
percent  of  the  November,  1979  food  stamp  cases  in  the  State  of  Florida  received  part 
or  all  of  their  food  stamps  through  probable  misrepresentation  of  the  facts.  The 
projected  dollars  associated  with  the  approximate  15.8  percent  overall  fraud  rate 
was  $4.1  million  out  of  the  total  food  stamp  issuance  during  that  month  of  approxi- 
mately $28  million.  This  15.8  percent  fraud  rate  is  a  conservative  estimate  because 
the  basis  for  our  projection  was  only  those  cases  where  we  had  sufficient  evidence  to 
warrant  a  referral  to  the  proper  prosecuting  authority.  In  addition  to  the  fraud  rate, 
we  concluded  that  approximately  14.5  percent  of  the  food  stamp  cases  in  that  month 
received  a  total,  or  partial,  overissuance  of  food  stamps  because  of  apparent  errors. 
The  dollars  associated  with  this  14.5  percent  error  rate  was  an  additional  $1.5 
million.  When  combining  the  projected  dollars  associated  with  the  fraud  cases  and 
the  projected  dollars  associated  with  the  error  cases,  it  meant  that  approximately  21 
percent  of  the  food  stamp  dollars  distributed  in  Florida  for  the  month  of  November, 
1979  were  distributed  because  of  fraud  or  error.  Again,  let  me  reiterate  that  I  do  not 
feel  Florida  has  a  unique  problem.  This  problem  may  exist  in  equal  or  some 
instances  of  a  higher  proportion  in  other  states  if  similar  studies  were  done.  To  my 
knowledge,  no  other  study  on  a  state-wide  basis  such  as  this  has  been  done. 

I  think  there  are  several  problems  that  attribute  to  the  fraud  rate  in  the  Food 
Stamp  Program.  Among  these  are:  the  rapid  growth  that  has  taken  place  in  the 
Program  over  the  last  few  years;  the  regulations  issued  by  the  Food  and  Nutritional 
Services  of  the  U.S.  Department  of  Agriculture,  in  many  instances,  handcuffs  the 
states'  efforts  to  verify  and  document  the  facts  presented  to  them  by  the  food  stamp 
recipient;  the  Food  and  Nutritional  Services  has  not  been  responsive  to  the  states' 
requests  for  waivers  intended  to  tighten  up  on  the  eligibility  requirements;  the  lack 
of  state  efforts  to  investigate  and  prosecute  for  fraud;  and,  a  general  passive  attitude 
of  the  Food  and  Nutritional  Services  concerning  fraud.  It  has  been  my  experience 
that  rather  than  admitting  that  the  Food  Stamp  Program  has  many  weaknesses 
which  attribute  to  fraud,  Federal  level  administrators  have  preferred  to  bury  their 
head  in  the  sand  and  ignore  the  problems.  I  think  one  fine  example  of  the  lack  of 
response  from  the  Food  and  Nutritional  Services  was  exhibited  by  the  fact  that  it 
took  approximately  two  years  to  issue  final  regulations  after  Congress  had  passed 
the  act  allowing  for  75  percent  funding  for  investigative  and  prosecution  effort  in 
the  Food  Stamp  Program. 

In  1975,  when  the  Senate  Sub-Committee  on  Agricultural  Research  and  General 
Legislation  was  holding  hearings  on  Food  Stamp  Reform,  Senator  Helms  filed  a 
statement  for  the  record  which  said,  "By  closing  loopholes,  correcting  defective 
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this  magnitude  be  enacted  in  the  reauthorization  of  the  Food  Stamp  Program  for 
which  this  Committee  has  responsiblitv?  There  may  be  several  approaches  that  are 
not  cumbersome  nor  which  would  make  program  administration  more  complicated 
than  it  already  is. 

One  of  these  may  be  to  redefine  the  gross  income  eligibility  to  such  a  level  that 
only  the  lowest  income  households  would  be  eligible  for  benefits.  Based  upon  the 
assumption  that  persons  with  $5,000  of  annual  income  receive  85  percent  of  the 
program's  benefits  and  there  will  be  no  adjustments  that  take  into  account  cost  of 
living  increases,  we  estimate  that  program  expenditures  for  fiscal  1982  would  be 
$10.37  billion.  The  enactment  of  such  a  stringent  eligibility  standard  would  probably 
result  in  the  complete  loss  of  eligibility  for  40  percent  of  the  households  currently 
receiving  food  stamps  or  about  3,100,000  families.  Let  me  hasten  to  add  that  neither 
the  Council  nor  I  are  recommending  such  a  drastic  action;  it  is  only  mentioned 
because  it  is  straightforward  and  would  further  complicate  program  management. 

Another  possibility  is  to  simply  reduce  benefits  for  all  households  in  a  pro  rata 
amount.  The  required  reduction  would  be  14.5  percent  for  all  households  to  keep 
expenditures  at  trie  targeted  $10.4  billion. 

Finally,  as  we  understand  it  the  Administration  has  recommended  changes  in  the 
authorizing  legislation  that  would  reduce  1982  program  costs  by  an  estimated  $486.8 
million.  To  achieve  total  savings  of  $1.8  billion  the  magnitude  of  either  of  the  above 
approaches  could  be  lessened  and  other  changes  could  be  accomplished  in  the 
reauthorization  process  or  through  regulatory  improvements. 

It  is  important,  however,  for  the  Committee  to  realize  that  the  tireless  tinkering 
with  the  minute  details  of  the  program  may  not  produce  the  desired  results — cost 
containment — and  could  even  result  in  greater  administrative  costs. 


Statement  of  Mary  P.  Loepp,  Program  Staff  Director,  Economic  Services, 
Department  of  Health  and  Rehabilitative  Services,  State  of  Florida 

The  food  stamp  caseload  in  Florida  has  grown  51.5  percent  in  the  24  month  period 
from  January  1979  to  January  1981.  It  has  expanded  to  approximately  10  percent  of 
the  State's  total  population,  almost  one  million  people,  representing  a  $450  million 
annual  expenditure.  This  situation,  as  many  here  are  aware,  has  been  impacted  on 
by  the  influx  of  approximately  140,000  Cuban  and  Haitian  entrants.  Seventy  thou- 
sand Cuban  and  Haitian  entrants  and  refugees  received  food  stamps  in  August  1980. 
This  growth  has  strained  the  capacity  of  our  administrative  structure  in  providing 
quality  service  for  eligible  recipients  while  at  the  same  time  protecting  the  integrity 
of  the  program.  It  has  brought  several  problems  into  focus,  some  of  which  I  would 
like  to  briefly  review: 

1.  Program  error  and  abuse,  on  the  part  of  recipients  and  agency  staff,  is  more 
prevalent  than  it  should  be.  A  review  of  the  Florida  Food  Stamp  Program,  conduct- 
ed in  November  1979,  by  the  State  Auditor  General,  concluded  that  15.8  percent  of 
the  food  stamps  issued  in  the  State,  during  the  test  month,  were  issued  in  error 
with  a  high  probability  of  fraud.  This  resulted  in  a  potential  improper  issuance  of 
approximately  $4,000,000  in  food  coupons.  Though  a  recent  audit  of  the  Dade 
County  Food  Stamp  Program  (whose  caseload  represents  one-third  of  the  State's 
total  program)  discovered  a  slightly  smaller  rate  of  issuance  errors  (13.3%),  the 
amount  of  loss  involved  is  still  excessive. 

This  error  rate  is  a  direct  reflection  of  inaccurate  or  false  reporting  of  income, 
savings  and  checking  accounts,  shelter  deductions,  utility  allowances  and  household 
size  and  composition.  With  the  exception  of  income,  Federal  regulations  currently  in 
force  prohibit  verification  of  these  factors  of  eligibility,  unless  there  is  a  reason  to 
question  the  validity  of  the  information  provided  by  the  applicant.  In  the  case  of 
expedited  services,  households  who  receive  food  stamps  within  three  days  from  the 
date  of  application  because  of  immediate  need,  even  income  cannot  be  verified  until 
the  next  month  if  such  verification  will  prevent  issuance  of  stamps  within  the 
three  day  requirement. 

In  December  1979,  Florida  requested  waivers  from  USDA  to  permit  the  State  to 
require  documentation  of  factors  of  eligibility,  other  than  income,  which  contribute 
to  the  value  of  the  coupon  allotment.  We  further  requested  waivers  to  allow  the 
State  to  control  the  amount  and  number  of  coupons  replaced  as  a  result  of  loss  or 
theft,  and  we  requested  a  waiver  to  permit  us  to  verify  residency  and  identity  prior 
to  certification.  On  July  22,  1980,  eight  months  after  the  date  of  our  request,  USDA 
denied  the  requests  on  the  grounds  that  they  did  not  have  such  waiver  authority. 

We  are  encouraged  by  the  recently  issued  USDA  proposed  regulations  which  will 
enable  the  states  to  implement  all  of  the  verification  procedures  we  had  previously 
requested  by  waiver,  and  to  place  substantial  controls  on  the  number  and  value  of 
replacements  of  lost  and  stolen  stamps. 
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Florida  has  already  implemented  an  income  matching  system  which  compares 
income  reported  by  recipients  to  earned  income,  unemployment  compensation,  and 
workmen's  compensation  benefits  reported  by  employers.  We  are  in  the  process  of 
developing  a  similar  match  of  reported  SSI,  SSA  and  AFDC  income  with  correspond- 
ing administrative  records.  The  recent  Federal  regulation  permitting  the  State  to 
require  a  social  security  number  for  all  members  of  a  food  stamp  household  enabled 
these  matching  systems  to  be  developed. 

Concurrent  with  tighter  procedures  for  verifying  reported  information,  the  State 
is  implementing  a  systematic  employee  selection,  training  and  monitoring  program 
to  reduce  agency  error.  State  policy  requires  a  thorough  background  check  be 
conducted  on  applicants  for  food  stamp  positions.  New  employees  are  fingerprinted 
and  cleared  through  the  local  police  department  to  determine  any  past  convictions 
which  would  indicate  a  lack  of  suitability  for  employment  as  a  food  stamp  eligibility 
worker  or  cashier. 

All  new  eligibility  workers  must  complete  a  two  week  training  program  and  pass 
a  comprehensive  examination  before  they  are  permitted  to  certify  the  eligibility  of  a 
food  stamp  applicant.  Workers  and  supervisors  who  are  already  employed  will  be 
required  to  participate  in  refresher  (in-service)  training  on  a  regular  basis  and  pass 
a  series  of  policy  and  procedure  examinations. 

A  food  stamp  monitoring  system  has  been  organized  which  reauires  each  level  in 
the  state  administrative  structure  to  conduct  frequent  policy  and  compliance  moni- 
toring of  food  stamp  operations.  A  corrective  action  program  has  been  initiated  to 
plan,  implement  and  evaluate  activities  to  remove  deficiencies  discovered  in  the 
monitoring  process. 

Florida  has  implemented  an  effective  fraud  detection  and  prosecution  program 
through  the  Office  of  the  Auditor  General.  While  we  believe  that  the  most  effective 
way  to  correct  program  error  and  abuse  is  to  stop  it  before  it  happens,  the  work  of 
the  State's  Division  of  Public  Assistance  Fraud  has  had  a  positive  impact  on  deter- 
ring abuse. 

2.  Instability  of  the  Food  Stamp  Program  and  lack  of  flexibility  at  the  State  level 
have  seriously  impaired  operational  effectiveness  and  efficiency.  In  the  past  12 
months  USDA/FNS  issued  six  new  regulations  and  approximately  150  policy  direc- 
tives which  required  a  change  in  operational  procedures.  Most  of  these  changes 
required  revision  of  manuals,  retraining  of  staff,  reeducation  of  recipients,  and,  in 
some  instances,  reprogramming  of  computers. 

Contributing  to  the  burden  created  by  rapidly  changing  policies  are  the  con- 
straints which  USDA  has  placed  on  the  states  to  prohibit  them  from  making 
independent  operational  or  policy  decisions.  Though  we  support  the  need  for  uni- 
formity throughout  the  country  in  major  program  policy,  we  see  no  reason  why  all 
policy  interpretations,  manual  revisions,  forms,  special  reporting  requirements,  and 
operational  procedures  determined  necessary  by  the  state  for  their  own  administra- 
tive and  informational  needs  must  require  prior  approval  by  USDA. 

USDA  dictates  the  specific  functions  assigned  to  state  food  stamp  staff,  the 
priorities  for  use  of  staff  time,  and  the  format  for  corrective  action.  Prior  approval 
of  all  training  materials,  outreach  posters,  and  computerized  forms  must  also  be 
obtained.  We  believe  USDA/FNS  concentrates  too  heavily  on  process  issues,  as 
distinct  from  general  policy  direction,  the  provision  of  technical  assistance,  and 
evaluation  of  results.  The  effect  of  this  concentration  is  that  states  cannot  be  held 
singularly  accountable  for  administrative  procedures  which  determine  program  ef- 
fectiveness, and  limited  staff  time  is  spent  exchanging  information  and  seeking 
approval  on  minute  operational  matters  which  should  be  the  option  of  the  state. 

3.  Inconsistency  between  related  federally  funded  programs  with  respect  to  eligibil- 
ity requirements,  verification  procedures,  and  recipient  responsibility  is  the  third 
problem  I  would  like  to  mention. 

The  Food  Stamp,  AFDC  and  Low  Income  Energy  Assistance  programs  all  exist  to 
provide  financial  support  for  low-income  people.  In  Florida,  as  in  some  other  states, 
these  programs  are  administered  by  a  single  agency  and  serve  an  overlapping 
clientele.  Though  we  have  taken  steps  to  simplify  administration  and  provide  rapid 
service  for  applicants  and  recipients,  such  as  the  joint  processing  of  AFDC  and  Food 
Stamp  applications,  it  is  impossible  to  make  even  these  measures  effective  because 
of  the  variations  within  programs,  many  of  which  do  not  serve  an  essential  program 
purpose.  Let  me  cite  a  few  examples: 

The  Food  Stamp  Program,  by  Federal  Law,  limits  the  amount  of  liquid  assets 
allowable  for  eligibility  to  $1,500  for  any  household  and  $3,000  for  a  household  of 
two  or  more  members,  one  of  whom  is  age  60  or  older.  The  AFDC  program,  by  State 
law,  limits  resources  to  $600  for  one  person  and  $1,200  for  an  assistance  group.  The 
Low  Income  Energy  Assistance  Program,  by  State  policy,  does  not  limit  the  amount 
of  resources. 
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The  Food  Stamp  Program,  by  Federal  law,  allows  a  deduction  of  20  percent  from 
gross  income  to  compensate  for  work  related  expenses,  income  tax  and  social  secu- 
rity tax.  The  AFDC  Program,  by  Federal  law,  must  allow  a  deduction  of  reasonable 
actual  work  related  expenses  from  net  earned  income  following  disregards.  Florida 
policy  permits  clients  to  chose  to  take  a  $30  standard  deduction  or  to  have  reason- 
able, actual,  verified  work  related  expenses  deducted. 

The  Food  Stamp  Program,  by  Federal  law,  allows  a  child  care  deduction,  com- 
bined with  an  excess  shelter  allowance,  for  a  maximum  of  $115.  The  AFDC  Pro- 
gram, by  Federal  law  and  regulation,  requires  that  reasonable  actual  expenses  for 
child  care  be  recognized  as  a  deduction  from  net  earned  income  along  with  other 
work  related  expenses.  State  policy  permits  clients  to  chose  a  standard  deduction  of 
$52  for  one  child,  $104  for  two  children  and  $150  for  three  or  more  children,  or  to 
deduct  reasonable,  actual,  verified  child  care  expenses. 

The  Food  Stamp  Program,  by  Federal  law,  counts  incentive  grants  received  from 
the  CETA  or  WIN  programs  as  income.  The  AFDC  Program,  by  Federal  law,  does 
not  count  these  incentives  as  income. 

The  Food  Stamp  Program,  by  Federal  law,  exempts  all  recipients  who  are  a 
caretaker  of  a  child  12  years  or  younger  from  the  requirement  to  register  for  work. 
The  AFDC  Program,  by  Federal  law,  exempts  all  recipients  who  are  a  caretaker  of  a 
child  six  years  or  younger  from  this  requirement. 

The  Food  Stamp  Program,  by  Federal  regulations,  permits  verification  of  income 
only  prior  to  certification.  The  AFDC  Program,  by  State  policy,  requires  verification 
and  documentation  of  all  factors  of  eligibility  which  relate  to  the  amount  of  the 
AFDC  grant,  whether  or  not  the  information  reported  by  the  applicant  is  question- 
able. 

These  examples  illustrate  the  unnecessary  complexity  built  into  programs  which 
are  designed  to  serve  the  same  people.  A  worker,  responsible  for  determining  the 
eligibility  of  an  individual  or  a  household  for  all  types  of  public  assistance,  must 
learn  several  different  criteria,  and  be  retrained  repeatedly  as  these  criteria  are 
revised.  Control  of  administrative  errors  is  almost  impossible  under  these  circum- 
stances. Client  frustration  is  magnified.  The  costs  of  manual  revision,  public  infor- 
mation, forms  preparation  and  production,  staff  duplication,  and  separate  monitor- 
ing and  information  systems  is  immense. 

Having  indicated  some  of  the  major  operational  problems  facing  the  Food  Stamp 
Program,  I  would  like  to  share  a  few  recommendations  for  your  consideration  as 
you  address  the  budget  and  the  reauthorization  of  the  Food  Stamp  Act. 

First,  states  should  be  allowed  to  require  documentation  and  verification  of  all 
factors  used  in  determining  eligibility.  Program  abuse  can  most  effectively  be  con- 
trolled if  it  is  caught  before  it  happens.  The  AFDC  program  demonstrated  that  error 
rates  related  to  program  abuse  can  be  substantially  reduced  through  proper  docu- 
mentation of  eligibility  factors  prior  to  certification. 

Second,  states  should  be  given  the  flexibility  to  establish  resource  limits,  exemp- 
tions from  work  requirements,  standard  deductions,  and  other  factors  of  eligibility 
which  are  as  uniform  as  possible  across  programs  designed  to  serve  low-income 
persons.  Congress  could  and  should  establish  minimum  and  maximum  ranges.  This 
procedure  would  give  states  the  ability  to  have  more  uniform  standards  across 
programs  if  they  felt  this  was  appropriate. 

Flexibility  in  the  area  of  deductions  from  income  could  be  extended  to  permit 
states  to  utilize  a  single  standard  deduction  in  lieu  of  the  complex  set  of  deductions 
which  now  exist.  The  choice  as  to  application  of  a  single  deduction  or  a  package  of 
deductions  should  be  at  the  state  level  because  of  wide  variations  in  the  characteris- 
tics of  food  stamp  recipients,  the  availability  of  other  resources  which  may  or  may 
not  meet  some  of  the  needs  covered  by  a  targeted  deduction,  and  the  cost  of  living. 

Third,  states  should  be  given  the  authority  in  the  Food  Stamp  Program  to  make 
operational  decisions,  set  organizational  priorities,  develop  and  release  materials, 
establish  priorities  among  program  functions,  and  issue  policy  clarifications  without 
the  prior  approval  of  the  USDA.  This  authority  would  enable  the  states  to  organize 
the  delivery  of  services  in  the  most  efficient  manner  to  meet  state  needs  and  to 
correspond  to  state  organizational  structures,  including  the  consolidation  of  pro- 
grams and  staff  functions  where  appropriate. 

Fourth,  the  Federal  government  should  encourage  states  to  develop  pilot  projects 
to  improve  program  operations,  such  as  cashing  out  food  stamps  for  SSI  and  AFDC 
recipients. 

This  appeal  for  greater  state  flexibility  requires  a  reexamination  of  the  Federal/ 
State  partnership.  We  support  and  encourage  Federal  authority  to  establish  an 
equitable  program  throughout  the  country.  The  Federal  role,  however,  is  to  set 
specific  intent  with  broad  policy  directions,  provide  technical  assistance,  monitor 
and  evaluate  performance,  and  require  corrective  action  when  needed.  The  State 
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role  is  to  implement  broad  policy  in  the  local  context,  establish  operational  proce- 
dures and  program  priorities,  deliver  the  required  services,  carry  out  corrective 
action  and  monitor  and  evaluate  results.  The  Federal  role  is  primarily  policy  and 
results  oriented;  the  State  role  is  primarily  operational  and  results  oriented. 

Finally,  any  reform  of  food  stamp  and  other  public  assistance  programs  needs  to 
be  accompanied  by  an  employment,  training  and  economic  development  program 
targeted  to  those  public  assistance  recipients  who  are  able  to  work.  A  successful 
program  must  understand  the  skill  levels  of  public  assistance  recipients,  their 
previous  employment  history,  their  need  for  supportive  services  such  as  child  care, 
transportation,  and  medical  care,  and  the  potential  of  the  labor  market  to  provide 
jobs  which  will  pay  a  wage  that  will  enable  the  participant  to  become  economically 
self-sufficient.  The  present  work  registration  requirements  in  the  Food  Stamp  Pro- 
gram have  not  resulted  in  a  significant  number  of  job  placements  (nine  percent  of 
the  persons  required  to  register  with  the  Florida  State  Employment  Service).  Work- 
fare  pilot  projects  may  have  a  marginal  impact  on  the  number  of  food  stamp 
recipients,  but,  according  to  the  Ketron  Institute,  which  is  evaluating  these  projects, 
they  have  not  been  proven  to  be  cost  effective  nor  have  they  resulted  in  permanent, 
unsubsidized  employment  for  the  majority  of  participants. 

Fifty-eight  percent  of  the  food  stamp  recipients  who  are  registered  for  work  have 
less  than  a  high  school  education,  and  58  percent  of  food  stamp  households  are 
headed  by  women.  The  preliminary  findings  of  a  study  being  prepared  for  the 
Florida  Legislature  of  employment  and  training  strategies  indicate  that  public 
assistance  recipients  want  to  work  and  do  work.  Their  predominant  employment 
pattern,  however,  is  repeated  entry  and  exit  from  a  series  of  low-skill,  low-pay 
occupations.  These  employment  situations  do  not  provide  adequate  income  or  job 
stability  and  offer  little  opportunity  for  advancement.  The  "welfare"  cycle  can  only 
be  terminated  with  an  aggressive  training,  job  creation  and  employment  program 
targeted  to  public  assistance  recipients. 

In  conclusion  I  would  like  to  comment  briefly  on  the  Administration's  proposed 
reductions  in  the  Food  Stamp  Program. 

While  we  accept  the  probability  of  some  reduction  in  the  expenditures  for  food 
stamps,  we  are  concerned  with  any  reduction  that  shifts  the  cost  of  the  program  to 
the  State,  severely  undercuts  the  level  of  support  for  the  elderly  and  children,  and 
acts  as  a  disincentive  to  employment  of  adult  recipients. 

The  Administration's  proposal  to  prorate  the  initial  allotment  to  a  food  stamp 
household  depending  upon  the  time  in  the  month  that  a  household  applies  for 
stamps,  and  his  proposal  to  tighten  administration  through  simplifying  or  eliminat- 
ing excessive  regulations  should  result  in  program  improvements  without  serious 
impact  on  recipients. 

The  Administration's  proposal  to  require  determination  of  eligibility  based  on 
income  received  30  to  90  days  prior  to  the  date  of  application,  as  opposed  to 
projected  income,  has  both  positive  and  negative  implications.  On  the  positive  side, 
this  proposal  would  eliminate  those  individuals  who  recently  had  adequate  income 
from  employment  and  are  likely  to  return  to  that  employment  in  the  very  near 
future.  It  would  also  provide  some  check  on  the  number  of  expedited  determinations 
if  the  states  are  given  authority  to  require  documentation  of  income  for  expedited 
cases  prior  to  certification.  On  the  other  hand,  the  longer  the  period  of  past  income 
that  is  required  for  determination  of  eligibility,  the  greater  the  possibility  of  undue 
hardship  on  households  which  experience  a  sudden  change  in  circumstances. 

If  the  proposal  includes  mandatory  monthly  reporting  of  income,  as  it  would 
almost  have  to  do  to  be  effective,  additional  State  funds  will  be  needed  to  implement 
this  provision.  The  need  for  additional  administrative  funds  is  based  on  four  as- 
sumptions: that  households  on  fixed  incomes  will  not  be  required  to  report  income 
monthly;  that  states  will  be  able  to  eliminate  existing  notification  requirements  if  a 
monthly  household  report  does  not  change  a  household's  allotment,  that  food  stamp 
households  will  bear  the  cost  of  postage  related  to  monthly  reporting,  and  that  no 
more  than  25  percent  of  the  new  households  required  to  report  will  have  a  chance 
in  their  allotment.  Given  these  assumptions,  the  number  of  interim  changes  (month- 
ly reports)  which  Florida  alone  would  have  to  process  would  increase  by  212,000  per 
month.  The  total  estimated  cost  for  staff  to  carry  out  this  activity  would  be 
$6,800,000;  the  cost  to  the  State  at  the  current  50  percent  matching  rate  would  be 
$3,400,000.  This  proposal,  more  than  any  other,  would  shift  the  cost  of  the  program 
to  the  states. 

While  we  support  the  concept  of  retrospective  accounting,  we  recommend  that  the 
accounting  period  not  exceed  30  days,  and  that  the  increased  administrative  burden 
created  by  this  proposal  be  funded  100  percent  by  Federal  funds. 

The  Administration's  proposal  to  cancel  the  adjustment  of  allotment  levels  to 
reflect  projected  food  cost  increases  and  to  cancel  the  increased  child  care  and 
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(2)  Limit  eligibility  for  expedited  service  to  initial  applications.  Applicants  for 
recertification  should  not  be  certified  under  expedited  provisions  because  if  they 
apply  for  recertification  on  time,  they  will  receive  stamps  for  the  next  month 
during  the  first  10  days  of  the  month;  and 

(3)  Applicants  for  expedited  services  should  be  required  to  verify  resources, 
identity,  residence  and  household  composition  as  a  condition  for  certification. 

Question  5.  Workfare.  I  understand  that  St.  Petersburg  has  recently  begun  a 
workfare  pilot  project.  I  recognize  that  information  may  be  sketchy  at  this  early 
stage,  but  based  on  what  information  you  have,  do  you  have  any  observations  to 
make  about  workfare  requirements,  implementation,  or  any  initial  statistics  on 
participation  levels? 

Answer.  Statistics  gathered  from  the  St.  Petersburg  workfare  project  during  the 
period  January  16  through  April  10,  1981  reveal  the  following: 

"The  number  of  individuals  referred  to  the  county  sponsor  was  1,497.  376  of  these 
individuals  were  referred  to  job  sites.  169  were  sanctioned  for  failure  to  comply  and 
105  individuals  were  exempted  for  good  cause. 

"The  county  referred  individuals  for  6,052  hours  of  work,  however,  only  2,859 
hours  were  actually  worked.  The  types  of  jobs  available  are  primarily  maintenance, 
clerical  or  day  care.  The  no  show  rate  is  approximately  50  percent.  Many  employers, 
therefore,  only  offer  jobs  which  are  non-essential." 

The  goals  of  a  workfare  program  must  include  provision  of  employment  opportu- 
nities which  enable  participants  to  become  economically  self  sufficient. 

The  jobs  to  be  performed  under  workfare  provisions  should  have  the  potential  for 
permanent  employment  or  provide  job  experience  and  training  that  enhance  the 
recipient's  ability  to  locate  other  employment  opportunities. 

To  assist  you  in  thinking  about  this  subject,  I  am  attaching  a  copy  of  a  special 
report  commissioned  by  the  Florida  Legislature  entitled  "Work  or  Welfare".1 


Statement  of  Billy  G.  Davis,  Director,  Division  of  Public  Assistance  Fraud, 
Office  of  the  Auditor  General,  State  of  Florida 

Mr.  Chairman  and  members  of  the  Committee:  It  is  indeed  an  honor  for  me  to  be 
here  today.  I  am  aware  of  your  interest  and  concern  in  curtailing  opportunities  for 
fraud  and  abuse  and  other  criminal  activities  in  the  Federal  Food  Stamp  Program. 

I  am  confident  this  effort  is  appreciated  by  all  taxpayers.  There  are  those  who 
would  have  you  believe  that  anyone  receiving  food  stamps  is  committing  fraud.  On 
the  other  hand,  there  are  those  who  would  have  you  believe  little  or  no  fraud  exists 
in  the  Food  Stamp  Program.  Neither  of  these  opinions  can  be  supported  by  fact.  My 
testimony,  however,  is  based  on  data  gathered  in  the  State  of  Florida  since  1972. 

Nineteen  hundred  and  seventy  two  was  the  year  that  the  Florida  Legislature 
established  the  Division  of  Public  Assistance  Fraud  in  the  Office  of  the  Auditor 
General  to  investigate  irregularities  in  the  administration  and  expenditures  of 
public  assistance  monies  in  the  State  of  Florida.  As  a  result  of  this  continuing 
activity,  during  calendar  year  1980,  we  referred  a  total  of  1,870  cases  of  fraud  and 
abuse  in  public  assistance  programs  to  the  appropriate  Florida  State  Attorneys. 
These  1,870  cases  had  an  estimated  dollar  value  of  $2.4  million  in  overpayments  and 
overissuances  associated  with  the  fraud.  Further,  1,584  of  the  1,870  cases  involved 
fraud  relative  to  the  Food  Stamp  Program.  Of  the  $2.4  million  that  I  previously 
mentioned,  $1.4  million  of  the  overpayments  and  overissuances  was  in  a  form  of 
food  stamps.  The  prosecutors  in  Florida  prosecute  in  excess  of  80  percent  of  all  cases 
that  we  turn  over  to  them  each  year. 

Without  going  into  extensive  detail  as  to  the  credentials  of  our  Office,  and 
credibility  of  the  testimony  I  plan  to  give  today,  I  have  attached,  as  exhibit  A  to  the 
full  text  of  my  testimony,  narrative  pages  from  our  last  annual  report  to  the  Florida 
Legislature.  This  will  give  you  an  insight  as  to  the  total  activity  carried  on  by  the 
Auditor  General's  Office  in  Florida  and  the  result  of  that  activity,  specifically  as 
related  to  the  prosecutions  and  court  actions.  Accordingly,  I  can  move  on  to  the 
specific  area  of  fraud  and  abuse  in  the  Food  Stamp  Program.  My  testimony  might 
lead  you  to  believe  that  Florida  has  a  unique  problem  as  related  to  fraud  in  the 
Food  Stamp  Program  and  that  other  states  do  not  have  any  fraud.  To  this  I  would 
answer,  we  are  only  unique  because  we  are  attempting  to  do  something  about  the 
problem  of  fraud  and  abuse  in  the  Food  Stamp  Program.  Many  states  have  made  no 
such  effort. 

In  November  of  1980,  Report  Number  80-6  was  submitted  by  the  investigative 
staff  of  the  Senate  Committee  on  Appropriations  to  the  Sub-Committee  on  Agricul- 
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ture,  Rural  Development,  and  Related  Agencies.  This  report  deals  with  an  overall 
strategy  to  combat  fraud  and  abuse  in  the  Food  Stamp  Program.  In  the  Report  it 
was  indicated  in  fiscal  year  1979,  24  states  reported  no  prosecution  of  food  stamp 
fraud  and  12  states  reported  10  or  less  prosecutions.  When  considering  that  36 
states  reported  no,  or  10  or  less,  prosecutions  of  food  stamp  fraud,  it  is  no  wonder 
one  may  surmise  that  Florida  could  have  a  unique  problem  in  food  stamp  fraud. 
However,  it  is  my  opinion  that  if  these  other  36  states  were  pursuing  the  investiga- 
tion and  prosecution  of  food  stamp  fraud  as  we  are,  you  would  find  all  states  have 
similar  problems  as  to  those  that  exist  in  the  State  of  Florida.  Report  Number  80-6, 
as  referenced  above,  went  on  to  indicate  that  in  fiscal  year  1979,  Florida  and  Texas 
accounted  for  about  28  percent  of  all  food  stamp  fraud  prosecution  in  the  United 
States.  Texas,  as  Florida  has  done,  has  attempted  to  do  something  about  the 
problem. 

We  have  found  food  stamp  fraud  can  be  broken  down  into  probably  three  catego- 
ries; recipient  fraud,  ring  activity,  and  organized  activity.  By  recipient  fraud  I  am 
simply  referring  to  those  eligible,  or  ineligible,  recipients  who  do  not  disclose  all 
pertinent  facts  concerning  their  family  situations  and  receive  more  food  stamps 
than  they  are  entitled  to  receive.  In  ring  activity,  I  refer  to  groups  of  people  who 
travel  in  somewhat  of  a  less  than  organized  manner  to  various  counties  within  a 
state  or  between  states  and  receive  food  stamps  several  times  within  a  given  month. 
Then  there  are  those  activities  that  are  well  organized.  In  one  such  case  in  Florida, 
we  found  an  estimated  $500,000  worth  of  food  stamps  were  received  by  a  group  of  3 
or  4  people  over  a  period  of  time.  I  mention  these  three  different  types  of  fraud 
activity  because  I  think  in  order  to  make  recommendations,  and  for  you  to  consider 
remedies,  each  one  of  these  has  some  unique  characteristics  that  must  be  addressed. 
Accordingly,  different  remedies  are  required  to  eliminate  or  reduce  the  fraud  and 
abuse  in  each  of  these  specific  areas.  Before  addressing  these  things  specifically,  I 
would  like  to  summarize  for  you  the  results  of  a  study  we  did  on  food  stamp  roles 
for  those  recipients  of  food  stamps  in  the  month  of  November,  1979.  In  addition  to 
this  summary  I  have  attached,  as  exhibit  B  to  the  complete  text  of  my  presentation, 
that  entire  report. 

We  concluded,  by  the  use  of  generally  accepted  statistical  projections,  that  15.8 
percent  of  the  November,  1979  food  stamp  cases  in  the  State  of  Florida  received  part 
or  all  of  their  food  stamps  through  probable  misrepresentation  of  the  facts.  The 
projected  dollars  associated  with  the  approximate  15.8  percent  overall  fraud  rate 
was  $4.1  million  out  of  the  total  food  stamp  issuance  during  that  month  of  approxi- 
mately $28  million.  This  15.8  percent  fraud  rate  is  a  conservative  estimate  because 
the  basis  for  our  projection  was  only  those  cases  where  we  had  sufficient  evidence  to 
warrant  a  referral  to  the  proper  prosecuting  authority.  In  addition  to  the  fraud  rate, 
we  concluded  that  approximately  14.5  percent  of  the  food  stamp  cases  in  that  month 
received  a  total,  or  partial,  overissuance  of  food  stamps  because  of  apparent  errors. 
The  dollars  associated  with  this  14.5  percent  error  rate  was  an  additional  $1.5 
million.  When  combining  the  projected  dollars  associated  with  the  fraud  cases  and 
the  projected  dollars  associated  with  the  error  cases,  it  meant  that  approximately  21 
percent  of  the  food  stamp  dollars  distributed  in  Florida  for  the  month  of  November, 
1979  were  distributed  because  of  fraud  or  error.  Again,  let  me  reiterate  that  I  do  not 
feel  Florida  has  a  unique  problem.  This  problem  may  exist  in  equal  or  some 
instances  of  a  higher  proportion  in  other  states  if  similar  studies  were  done.  To  my 
knowledge,  no  other  study  on  a  state-wide  basis  such  as  this  has  been  done. 

I  think  there  are  several  problems  that  attribute  to  the  fraud  rate  in  the  Food 
Stamp  Program.  Among  these  are:  the  rapid  growth  that  has  taken  place  in  the 
Program  over  the  last  few  years;  the  regulations  issued  by  the  Food  and  Nutritional 
Services  of  the  U.S.  Department  of  Agriculture,  in  many  instances,  handcuffs  the 
states'  efforts  to  verify  and  document  the  facts  presented  to  them  by  the  food  stamp 
recipient;  the  Food  and  Nutritional  Services  has  not  been  responsive  to  the  states' 
requests  for  waivers  intended  to  tighten  up  on  the  eligibility  requirements;  the  lack 
of  state  efforts  to  investigate  and  prosecute  for  fraud;  and,  a  general  passive  attitude 
of  the  Food  and  Nutritional  Services  concerning  fraud.  It  has  been  my  experience 
that  rather  than  admitting  that  the  Food  Stamp  Program  has  many  weaknesses 
which  attribute  to  fraud,  Federal  level  administrators  have  preferred  to  bury  their 
head  in  the  sand  and  ignore  the  problems.  I  think  one  fine  example  of  the  lack  of 
response  from  the  Food  and  Nutritional  Services  was  exhibited  by  the  fact  that  it 
took  approximately  two  years  to  issue  final  regulations  after  Congress  had  passed 
the  act  allowing  for  75  percent  funding  for  investigative  and  prosecution  effort  in 
the  Food  Stamp  Program. 

In  1975,  when  the  Senate  Sub-Committee  on  Agricultural  Research  and  General 
Legislation  was  holding  hearings  on  Food  Stamp  Reform,  Senator  Helms  filed  a 
statement  for  the  record  which  said,  "By  closing  loopholes,  correcting  defective 
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elements  of  the  eligibility  formula,  tightening  work  requirements,  and  curtailing 

opportunities  for  fraud  and  other  criminal  activities,  fL~  ™  ~J  °A— -™  **-— — 

be  restored  to  the  purposes  originally  intended  when 
in  my  judgment,  to  inform  you  that  this  in  fact  did  not  happen 
legislation  which  resulted  from  the  Hearings  in  1975.  In  attempting  to  correct 
problems  in  the  Program,  we  must  face  up  to  the  fact  that  we  have  created  another 
form  of  currency  in  this  Country.  In  fact  we  have  created  scrip,  very  similar  to  the 
military  scrip  used  by  the  United  States  at  overseas  bases  at  one  time.  The  scrip 
(food  stamps)  is  very  negotiable  on  the  streets.  This  was  also  pointed  out  in  Senator 
Helms'  statement  in  1975,  where  he  said:  "A  thriving  blackmarket  exists  for  food 
stamps.  Food  stamp  coupons  are  as  easily  negotiable  as  cash  and  have  no  identify- 
ing requirements  upon  them."  After  we  recognize  and  accept  this,  we  can  see  why 
we  have  so  much  organized  activity  to  "rip  off'  the  Food  Stamp  Program.  As 
previously  eluded  to,  we  had  a  case  in  Dade  County,  Florida,  where  an  estimated 
$500,000  in  food  stamps  had  been  obtained  illegally  through  organized  activity.  A 
small  group  of  people  were  putting  together  all  of  the  documentation  needed  to 
have  people  certified  for  food  stamps.  To  demonstrate  some  of  this  documentation,  I 
have  several  documents  (exhibit  C  of  full  text)  to  show  you.  One  being  phony  birth 
certificates  that  were  being  used,  another  being  plastic  social  security  cards  which 
were  easily  obtainable  for  $3.00  each  in  Miami,  and  counterfeit  insurance  docu- 
ments that  were  used  as  a  part  of  the  overall  documentation.  As  you  can  see,  all 
documentation  was  readily  available  for  the  Food  Stamp  Program  worker,  and  in 
accordance  with  the  present  regulations  issued  by  the  Department  of  Agriculture, 
there  was  no  reason  at  all  why  the  workers  should  question  the  authenticity  of 
these  documents.  This  is  so  easy  to  do,  I  don't  think  it  is  an  isolated  incident.  To 
stop  this  type  of  activity,  we  must,  in  some  manner,  make  it  difficult  for  those 
people  who  are  not  eligible  food  stamp  recipients  to  utilize  the  food  stamps  in 
grocery  stores.  There  are  certainly  many  options  to  curtail  this  type  of  activity. 
Certainly  one  of  them  would  be  to  have  food  stamps  countersigned,  i.e.,  signed  at 
the  time  they  are  picked  up  and  also  signed  at  the  grocery  store  similar  to  travelers 
checks.  Another  possible  solution  would  be  to  have  the  food  stamps  redeemable  at 
the  grocery  stores  only  in  the  months  that  they  are  issued.  If  people  are  in  true 
need  of  food  stamps,  they  would  need  to  spend  them  during  the  month  they  are 
issued.  This  could  be  done  by  changing  the  color  of  food  stamps  each  month  and  not 
permitting  grocery  stores  to  accept  food  stamps,  or  not  allowing  them  to  redeem 
them,  after  the  end  of  the  month  they  were  intended  to  be  issued  and  used  in. 
Certainly  another  option  would  be  to  do  as  the  military  did  in  overseas  bases.  That 
being  with  extremely  short  notice,  on  a  periodic  basis,  to  change  colors  of  the  food 
stamps  assuring  that  grocery  stores  only  redeem  the  new  color  stamps  after  that 
point.  This  would  take,  in  my  judgment,  numerous  stamps  off  of  the  black  market. 
And  last,  there  is  always  a  possibility  of  required  photo  ID  in  which  grocery  stores 
are  required  to  assure  that  the  person  whom  they  are  redeeming  food  stamps  from 
is  in  fact  an  authorized  food  stamp  recipient.  At  the  present  time,  grocery  stores  are 
permitted  to  ask  people  for  their  food  stamp  ID  cards  but  are  not  required  to. 

I  submit  to  you  that  trafficking  in  food  stamps,  or  black  marketing  in  food 
stamps,  is  an  enormous  problem.  We  have  carried  out  three  special  investigations  in 
the  State  of  Florida  in  conjunction  with  the  local  law  enforcement  personnel,  the 
respective  State  Attorney's  Office  and  the  U.S.  Department  of  Agriculture's  Office 
of  Investigations.  With  food  stamps  our  undercover  agents  purchased  literally  every- 
thing in  the  community.  We  purchased  automobiles,  automobile  tires,  boats,  cow 
manure,  marijuana,  hand  guns,  stoves,  air  conditioners,  equipped  an  entire  apart- 
ment with  furniture,  stereos,  television  sets,  clothing,  numerous  ineligible  items  in 
"Mom  and  Pop"  grocery  stores,  and  last  but  not  least,  we  purchased  a  funeral  with 
food  stamps. 

Certainly  another  way  to  stop  all  the  trafficking  and  black  marketing  in  food 
stamps  would  be  to  issue  cash  in  a  form  of  state  warrants  rather  than  the  now 
Federal  scrip  (food  stamps)  that  is  being  issued.  This  would  also  eliminate  a  problem 
that  now  exists  in  mail  issuance  of  food  stamps.  Throughout  the  country,  every 
month  we  are  literally  stuffing  hundreds  of  millions  of  dollars  in  the  form  of 
negotiable  instruments  into  envelopes  and  mailing  them  to  homes  throughout  var- 
ious communities  with  absolutely  no  control  over  who  gets  them.  In  Florida  we  have 
had  security  guards  who  deliver  the  stamps  to  the  Post  Office  rip  off  the  system.  We 
have  had  workers  in  the  Food  Stamp  Office  lift  the  envelopes  before  they  left  the 
Office,  and  we  have  had  letter  carriers  lift  them.  This  results,  in  Florida,  in  literally 
hundreds  of  people  every  month  who  report  not  receiving  their  stamps  and  who  are 
reissued  food  stamps.  I  doubt  very  seriously  if  any  of  you  people  on  the  Committee, 
or  anyone  else  in  the  hearing  room,  would  pay  their  bills  by  just  stuffing  cash  (scrip) 
in  the  form  of  negotiable  instruments  into  envelopes  and  mailing  out  hundreds  of 
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millions  of  dollars  every  month  with  little  or  no  control.  In  summary,  until  we  are 
able  to  in  some  manner  make  it  extremely  difficult  for  those  people  who  are  not 
eligible  or  entitled  to  receive  food  stamps  to  negotiate  them  at  grocery  stores,  we 
will  never  be  able  to  stop  the  trafficking  or  black  marketing  that  goes  on  with  the 
food  stamps  in  this  country. 

Tightening  the  regulations  that  are  currently  in  existence  is  a  must  to  stop  the 
recipient  fraud.  As  you  are  aware  I'm  sure,  the  current  regulations  only  permit  the 
eligibility  worker  to  verify  information  as  given  to  them,  and  in  many  instances 
verification  is  permitted  only  if  the  data  is  questionable.  If  the  workers  determine 
the  data  to  be  questionable,  they  must  document  in  the  case  file  as  to  why  they 
thought  the  information  was  questionable.  Another  example  of  an  area  where  the 
regulations  need  to  be  tightened  is  in  the  area  of  home  visits.  At  the  present  time,  if 
a  home  visit  is  desirable,  an  appointment  must  be  made  in  advance.  Certainly  I  can 
respect  and  appreciate  the  intent  of  this  regulation,  that  being  the  privacy  of  the 
people  receiving  food  stamps;  however,  at  the  present  time,  if  the  recipient  says,  "no 
you  can't  come ',  the  worker  can  not  make  a  home  visit.  Let's  be  realistic,  if  I  was 
going  to  commit  fraud  in  an  area  concerning  my  household  composition,  I  certainly 
would  not  allow  the  worker  to  come  into  my  house.  I  certainly  do  not  think  someone 
such  as  myself,  who  is  oriented  towards  criminal  investigations,  should  be  permitted 
to  write  food  stamp  regulations.  Nor  do  I  think  those  people  who  have  been  writing 
them  in  the  past  should  be  permitted  to  write  them.  In  reference  to  this,  and  just  in 
general,  I  think  in  some  manner  we  must  get  the  Food  and  Nutritional  Services  to 
take  a  more  positive  approach  towards  fraud  and  abuse  rather  than  trying  to  ignore 
that  it  exists.  We  must,  and  I  underline  must,  stop  the  fraud  at  the  front  door. 
Investigating  it  after  the  fact  and  prosecuting  it  is  not  the  answer. 

I  think  back  to  the  times  in  the  late  30's  and  40's  when  I  accompanied  one  of  my 
parents  to  the  commodity  distribution  center.  As  I  recall,  the  center  was  an  old 
railway  depot  in  Huntsville,  Alabama.  We  needed  the  assistance  and  I  don't  recall 
that  we  thought  it  was  demeaning  to  receive  such  assistance,  in  fact  we  were  glad  to 
have  it.  I  doubt  very  seriously  that  there  was  a  tremendous  trafficking  of  commod- 
ities on  the  streets  of  Huntsville,  Alabama.  I  just  can't  imagine  people  standing  on 
the  corners  trying  to  sell  containers  of  peanut  butter  and  lard.  Also,  I  recall  very 
vividly  the  late  40's  and  50's  when  my  Mother  completed  the  appropriate  paperwork 
and  qualified  me  to  receive  free  lunches  at  school.  I  don't  know  whether  this  was 
Federal  or  state  money;  but  at  the  time,  I  was  asked  to  sweep  a  couple  classrooms 
every  afternoon  to  help  pay  for  the  tickets.  I  felt  very  good  about  that,  at  least  I  was 
earning  part  of  the  cost  of  the  free  lunch  tickets.  Today,  I  would  not  want  to  be  sued 
by  Legal  Services,  so  I  would  not  recommend  that  we  have  people  work  at  jobs  such 
as  sweeping  classrooms  to  earn  free  lunches  or  food  stamps.  I  make  these  two  points 
because  I  would  not  want  anyone  hearing  my  testimony  or  reading  it  to  think  that  I 
do  not  know  what  it  is  like  to  be  poor  or  to  be  on  the  public  dole.  I  have  been  there. 
I  can  appreciate  the  problems  associated  with  being  poor;  I  believe  with  all  my 
heart  that  this  Country,  being  as  affluent  as  it  is,  should  take  care  of  and  feed  those 
people  that  are  unable  to  do  so  for  themselves.  In  doing  this,  however,  we  must 
recognize  all  loopholes  and  problems  associated  with  the  current  food  stamp  pro- 
grams. We  must  tighten  up  regulations,  we  must  stop  the  black  market,  and  stop 
the  trafficking  in  food  stamps.  If  in  Florida  we  lost  in  excess  of  $4  million  in  one 
month  because  of  fraud  and  another  $1  million  because  of  errors,  I  will  leave  it  up 
to  your  judgement  to  conclude  as  to  how  much  is  stolen  and  lost  throughout  the 
country  every  month  due  to  fraud  and  errors  in  the  system.  Roughly  calculated,  in 
Florida,  on  an  annual  basis  it  would  mean  that  in  excess  or  $60  million  would  be 
going  out  to  people  who  were  not  entitled  to  receive  that  amount  of  food  stamps;  in 
other  words,  enough  money  to  support  the  program  in  the  State  of  Florida  for  one 
or  one  and  one-half  months. 

In  closing  I  would  reiterate  and  restate  in  part,  two  of  the  recommendations  that 
I  made  to  the  Senate  Sub-Committee  on  Agricultural  Research  and  General  Legisla- 
tion in  1975: 

(1)  Since  food  stamps  are  negotiable  instruments,  a  recommendation  would  be  to 
countersign  the  food  stamps.  It  is  recognized  that  this  would  in  some  instances 
make  for  longer  lines  at  the  food  stamp  offices  and  the  grocery  store.  It  is  also 
recognized  that  this  would  not  permit  the  massive  mail  issuance  of  food  stamps  that 
now  goes  on.  However,  as  I  previously  stated  that  process  has  many  problems 
associated  with  it.  I  think  in  making  such  a  recommendation  also  it  is  worthy  to 
note  that  with  other  negotiable  instruments  used  at  grocery  stores,  such  as  personal 
checks,  the  buyer  has  to  produce  proper  identification  in  order  to  get  such  negotia- 
ble instruments  accepted.  Therefore,  in  my  opinion,  the  countersigning  of  food 
stamps  at  the  grocery  store  would  not  produce  longer  lines  at  the  cashier  of  the  food 
chains  than  those  that  already  exist  by  having  personal  checks  properly  approved. 
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It  would  however  reduce  significantly  the  use  of  food  stamps  at  legitimately  run 
food  chains  by  those  people  who  are  not  entitled  to  receive  food  stamps  or  who  have  • 
purchased  them  on  the  black  market  for  $.50  on  a  dollar. 

(2)  In  view  of  the  fact  that  we  have  determined  that  approximately  56  percent  of 
the  fraud  cases  in  our  review  of  the  roles  for  November,  1979,  were  associated  with 
improper  reporting  of  income,  it  would  appear  that  some  kind  of  monthly  income 
reporting  requirement  for  the  Food  Stamp  Program  would  be  a  necessity.  Belated  to 
this  recommendation  would  also  be  a  requirement  for  computer  matching.  I  am 
advised  that  we  in  Florida  are  the  only  State  that  currently  has  cross  matches  of 
food  stamp  cases  against  wage  files  and  unemployment  compensation  benefits, 
workmen's  compensation  benefit  files,  and  other  significant  tiles.  I  think  it  is 
worthy  to  note  here  that  in  the  past  two  years  the  U.S.  Department  of  Health  and 
Human  Services  has  mandated  in  their  regulations  that  states  do,  as  a  minimum, 
quarterly  matching  of  the  AFDC  role  against  available  wage  files. 

In  tightening  up  on  regulations  we  must  do  away  with  the  general  concept  of 
simplified  eligibility.  Although  we  do  not  call  it  "simplified  eligibility"  in  the  Food 
Stamp  Program,  it  is  essentially  that.  In  other  words,  take  the  word  of  the  potential 
recipient  without  verification  and  documentation.  Sometimes  I  have  a  dream  that  if 
we  just  set  up  booths  on  the  busiest  corners  in  town  and  let  the  people  who  wanted 
to  walk  up  and  ask  for  food  stamps  receive  them  we  would  probably  save  money.  It 
is  in  fact  almost  that  easy  now  to  get  food  stamps.  When  I  say  this,  I  recognize  that 
we  do  not  want  to  tighten  the  regulations  to  the  point  that  those  truly  needy  people 
in  our  society,  whether  they  be  young  or  the  elderly,  are  hampered  to  the  point  of 
discouraging  them  from  applying  for  the  benefits  that  they  truly  need  to  sustain  a 
nutritionally  adequate  diet.  In  considering  new  regulations,  I  think  it  worthy  to 
reiterate  some  of  the  comments  in  the  previously  mentioned  Report,  Number  wM>, 
submitted  by  the  Investigative  Staff  of  the  Committee  of  Appropriations — U.S. 
Senate,  dated  November,  1980.  Among  those  are: 

(1)  Full  month's  allotment  in  month  of  application.— Related  to  this,  it  was  point- 
ed out  that  the  recipients  were  given  a  mil  month's  allotment  of  food  stamps  in 
their  initial  month  of  participation  in  the  Program,  regardless  of  the  time  of  month 
that  they  apply,  even  if  it  happens  to  be  the  last  day  of  the  month.  The  investigative 
staff  pointed  out  that  it  is  their  belief  that  the  practice  of  providing  food  stamps  for 
the  days  preceding  the  date  of  application  is  questionable.  One  eligibility  worker 
was  quoted  in  the  Report  as  saying,  "He  never  understood  the  regulation  because  it 
seemed  to  provide  food  stamps  for  retroactive  eating". 

(2)  Replacement  of  stolen  food  coupons. — The  staff  pointed  out  that  under  current 
regulations,  state  agencies  routinely  reissue  food  stamp  coupons  to  recipients  who 
claim  to  have  had  them  stolen,  in  the  amount  that  recipients  attest  were  stolen. 
This  is  done  as  often  as  recipients  make  such  claims,  and  even  when  the  recipients 
negligence  contributed  to  the  theft.  To  be  able  to  prove  fraud  in  situations  such  as 
this  is  essentially  impossible. 

The  Food  Stamp  Program  is  a  very  visible  program  which  is  seen  by  all  members 
of  our  society  as  they  go  to  the  grocery  store.  You  hear  numerous  complaints 
concerning  the  choice  cuts  of  meat  that  is  seen  in  the  food  stamp  recipient's  basket, 
as  well  as  other  choice  items,  which  many  taxpayers  who  do  not  receive  food  stamps 
feel  they  can  not  afford  to  buy.  I  recognize  the  argument  that  we  must  give  the 
recipients  the  leeway  to  make  the  decisions  as  to  the  types  and  qualities  of  food  that 
they  buy.  Based  on  this  premise,  it  would  seem  to  me,  and  I  hesitate  to  make  this 
recommendation  because  I  know  every  food  chain  in  the  country  would  oppose  it, 
that  certainly  one  solution  to  eliminating  much  fraud  and  abuse  of  the  Food  Stamp 
Program  would  be  to  provide  a  state  warrant  in  the  amount  of  the  food  stamps  that 
people  are  eligible  to  receive  and  let  the  household  cash  that  warrant  and  pay  cash 
for  their  food.  It  certainly  would  give  better  audit  and  investigative  trails,  and 
certainly  much  more  control  over  that  value  of  money  issued  for  the  purchase  of  a 
nutritionally  adequate  diet.  I  recognize  that  this  recommendation  may  be  considered 
radical  in  the  terms  of  the  current  structure  of  the  Food  Stamp  Program,  however, 
it  would  contribute  to  being  very  beneficial  in  reducing  the  size  of  the  Federal 
workforce.  I  do  not  think  a  recommendation  such  as  this  is  anymore  radical  than 
the  current  proposals  being  considered  by  the  current  administration  of  giving  block 
grants  to  the  states  and  letting  them  administer  their  own  food  programs  or  aid 
programs  to  the  truly  needy.  It  would  seem  to  go  hand  in  hand. 

In  Florida,  we  are  recognized  as  being  one  of  the  leaders  in  the  Country  as  far  as 
our  investigative  and  prosecution  effort  in  the  Food  Stamp  Program.  We  are  more 
than  happy  to  share  our  expertise  and  systems  that  we  have  developed  with  any 
state  who  would  desire  to  implement  such  a  program. 

I  thank  you  for  the  opportunity  to  appear  before  you  today  and  share  with  you 
briefly  some  of  our  experience  in  reference  to  the  fraud  and  abuse  that  does  take 
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place  in  the  Food  Stamp  Program  in  the  State  of  Florida.  As  previously  stated,  I 
believe  if  other  states  created  such  an  effort  as  we  have  in  Florida,  you  would  find 
that  the  fraud  and  abuse  noted  in  Florida  would  exist  in  all  states  in  reference  to 
the  Food  Stamp  Program. 

[Exhibit  A] 

State  of  Florida, 
Office  of  the  Auditor  General, 

Tallahassee,  March  9,  1981. 
The  Legislative  Auditing  Committee  of  the  Legislature  and  the  Governor  of  Florida: 
This  report  contains  statistical  data  and  appropriate  comments  on  our  investiga- 
tions of  possible  public  assistance  fraud  during  the  calendar  year  1980. 

Our  investigations  were  made  pursuant  to  the  requirements  of  Section  11.50, 
Florida  Statutes,  and  written  agreements  between  this  Office  and  the  Department 
of  Health  and  Rehabilitative  Services,  in  accordance  with  Federal  regulations. 
Respectfully  submitted. 

Ernest  Ellison, 
Auditor  General. 

BACKGROUND 

In  accordance  with  Section  11.50,  Florida  Statutes,  the  Auditor  General  estab- 
lished a  Division  of  Public  Assistance  Fraud.  The  Division  Office  is  located  in 
Tallahassee  with  11  field  offices  located  in  Pensacola,  Tallahassee,  Jacksonville, 
Gainesville,  Orlando,  Tampa,  St.  Petersburg,  Fort  Myers,  West  Palm  Beach,  Fort 
Lauderdale,  and  Miami.  These  offices  are  located  in  the  same  cities  and,  in  some 
instances,  the  same  office  buildings  as  the  District  Office  of  the  Department  of 
Health  and  Rehabilitative  Services.  This  collocation  enhances  the  working  relation- 
ship between  this  Office's  Field  Staff  and  the  Department  of  Health  and  Rehabilita- 
tive Services'  (DHRS)  Overpayment,  Fraud,  and  Recoupment  Units  (OFR). 

The  Division  of  Public  Assistance  Fraud  maintains  continuous  liaison  with  the 
U.S.  Department  of  Agriculture,  the  U.S.  Department  of  Health  and  Human  Serv- 
ices, the  State  Comptroller,  the  State  Department  of  Labor  and  Employment  Secu- 
rity, the  Florida  Prosecutor's  Association,  and  the  various  State  Attorneys  in  order 
to  enhance  and  achieve  the  efficient  and  effective  use  of  avaialble  resources  in  the 
deterring  of  fraud  or  abuses  in  the  State  administerd  public  assistance  programs 
(Care  of  Children,  Aid  to  Families  with  Dependent  Children,  Medicaid,  and  the 
Federal  Food  Stamp  Program).  In  addition,  assistance  relative  to  welfare  fraud 
investigations  is  received  from  and  furnished  to  other  states  on  a  cooperative  basis. 

Since  the  establishment  of  the  Division  of  Public  Assistance  Fraud  in  1972, 
approximately  14,000  incidents  of  probable  welfare  and  food  stamp  fraud  have  been 
referred  to  the  appropriate  State  Attorneys.  The  total  estimated  dollar  amount  of 
alleged  fraud  involved  in  these  referrals  is  in  excess  of  $14,000,000  (see  exhibit  B, 
page  2  of  2).  The  above-noted  referrals  resulted  from  approximately  56,000  case  files 
that  have  been  reviewed  and  investigated  for  possible  fraud  by  the  Division.  Of  the 
approximately  14,000  cases  referred  to  State  Attorneys  since  1972,  court  action  on 
9,400  cases  had  been  completed  at  December  31,  1980.  Restitution  totaling  approxi- 
mately $8,000,000  was  ordered  by  the  courts  in  these  completed  cases.  Also,  the 
courts  have  imposed  approximately  $192,600  in  fines. 

SUMMARY  OF  ACTIVITIES — CALENDAR  YEAR   1980 

Investigations 

Our  investigations  during  the  calendar  year  1980  included  inquiries  into  alleged 
fraud  or  irregularities  in:  the  Aid  to  Families  with  Dependent  Children  (AFDC) 
Program;  the  Food  Stamp  Program;  the  Medicaid  Program,  relative  to  recipients  of 
benefits;  and  the  administration  of  these  programs. 

Out  of  a  total  of  13,924  case  file  assignments  to  the  field  offices,  9,282  field 
investigations  of  possible  fraud  or  abuse  were  completed  during  the  12-month  period 
ended  December  31,  1980. 

Of  the  13,924  assignments  mentioned  in  the  preceding  paragraph,  3,675  were 
incomplete  investigations  assigned  to  field  offices  prior  to  January  1,  1980,  and 
10,249  were  assignments  made  to  the  field  offices  during  the  12-month  period 
covered  by  this  report.  At  December  31,  1980,  our  investigative  process  had  not  been 
completed  on  4,642  of  the  case  file  assignments.  See  exhibit  A  for  details. 
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Referral*  U>  Htalr,  attorney* 

Our  investigations  resulted  in  referrals  of  evidential  material  an  L^7#  i 
receiving  public  assistance  to  the  appropriate  State  Attorney  far  ham  dec 
possible  criminal  prosecution.  These  referrals  are  categorised  as  follows: 

AFDC  program  recipients I48T 

Food  stamp  program  recipients T71 

Medicaid  program  recipients 5 

Other - T 

Total U8TO 

In  addition  to  the  771  referrals  noted  above  involving  probable  fraud  a*  to  Food 
Stamp  Program  recipients,  813  of  the  AFDC  Program  referrals  also  involved  receipt 
of  food  stamp  benefits.  Accordingly,  of  the  1370  referrals,  1,584  involved  alleged 
fraud  relative  to  the  Food  Stamp  Program  benefits. 

In  comparison,  for  1979  we  referred  only  36*6  Food  Stamp  Program  recipients  and 
710  of  our  AFDC  Program  recipients  referred  involved  the  receipt  of  food  stamps 
This  resulted  in  1,076  out  of  1,422  referrals  for  calendar  year  1979  being  involved  in 
alleged  fraud  relative  to  Food  Stamp  Program  benefits.  In  comparing  dollars,  for 
1979  approximately  $784,000  of  the  total  estimated  $1.6  million  in  overpayments/ 
overissuances  was  associated  with  the  Food  Stamp  Program.  In  1960  $1.4  million  of 


the  total  estimated  $2.4  million  in  orverpayment/overiasuances  was  associated  with 
-     -     -  "  "  -  1  dollar  "     "  - 


the  Food  Stamp  Program.  The  estimated  dollar  amounts  are  per  calculations  i 
by  the  Department  of  Health  and  Rehabilitative  Services. 

This  increased  number  of  Food  Stamp  Program  recipient  investigations  and  the 
related  dollar  value  of  fraud  referrals  apparently  has  a  positive  correlation  with  the 
growth  of  the  Food  Stamp  Program  in  Florida.  This  growth  is  discussed  on  page  3  of 
Auditor  General's  Report  No.  9704. 

As  previously  referred  to,  the  Department  of  Health  and  Rehabilitative  Services' 
District  Offices  calculated  an  estimated  $2,414,152  in  overpayments  resulting  from 
probable  fraudulent  activity  associated  with  the  previously  mentioned  1370  refer- 
rals. See  exhibits  B,  B-l,  B-2,  etc.,  for  details  by  counties  within  respective  Judicial 
Circuits. 

The  seven  referrals  in  the  "Other"  category  in  the  above  tabulation  consisted  of 
the  following: 

1.  Three  cases  involved  employees  of  the  Department  of  Health  and  Rehabilitative 
Services: 

(a)  One  of  these  employees  was  an  administrative  clerk.  This  person  was 
allegedly  taking  food  stamps,  prepared  for  mail  issuance  distribution,  while  in 
the  process  of  postage  metering  the  envelopes.  Charges  were  filed  by  the  State 
Attorney's  Office. 

(b)  Another  employee  entered  fictitious  information  into  the  food  stamp  com- 
puterized system  and  provided  means  for  the  employee's  spouse  and  another 
person  to  receive  food  stamps  on  43  occasions  (total  value  of  $20,304)  to  which 
they  were  not  entitled.  One  of  three  people  .discussed  herein  has  been  prosecut- 
ed. However,  action  by  the  State  Attorney's  Office  is  pending  relative  to  the 
employee  and  spouse. 

(c)  The  third  employee  submitted  false  documents  which  caused  two  State 
welfare  warrants  totaling  $660  to  be  issued  to  a  second  party.  As  of  the  time 
this  report  was  prepared,  the  State  Attorney  was  still  considering  prosecutorial 
action. 

2.  Two  cases  involved  forgeries  of  State  welfare  warrants.  One  of  these  cases 
involved  the  daughter  of  the  warrant  payee.  Charges  have  been  filed  in  that  case  bv 
the  State  Attorney's  Office.  In  the  second  forgery  case,  formal  charges  are  still 
pending  by  the  State  Attorney's  Office. 

3.  One  case  involved  the  use  of  false  documents  to  qualify  for  food  stamps. 
Charges  have  been  Tiled  in  this  case  by  the  State  Attorney's  Office. 

4.  The  last  of  the  seven  cases  was  for  aiding  and  abetting.  In  this  case,  the 
operator  of  a  retail  establishment  falsified  income  verification  forms  which  were 
submitted  by  the  recipient  to  DHRS,  resulting  in  the  furnishing  of  assistance  for 
which  there  was  no  entitlement. 

State  attorneys '  actions 

During  calendar  year  1980,  actions  were  taken  by  the  various  State  Attorneys 
relative  to  1,758  individuals  based  on  evidential  material  initially  developed  in 
investigations  conducted  by  this  Office.  These  investigations  commenced  in  the ; 
1980  or  were  referred  to  the  State  Attorneys  in  the  prior  year. 
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The  1,758  actions  included  criminal  charges  being  Hied  against  1,405  individuals 
(120  were  later  nol-prossed),  and  charges  not  being  filed  against  353  individuals.  On 
a  percentage  basis,  80  percent  of  our  1,758  referrals  acted  on  bv  State  Attorneys 
resulted  in  the  initial  filing  of  criminal  charges.  See  attached  exhibits  C,  C-l,  C-2, 
etc.,  for  details  by  Judicial  Circuit  and  respective  counties. 

Of  the  473  cases  that  were  nol-prossed  or  where  charges  were  not  filed,  the 
various  State  Attorneys'  Offices  indicated  on  124  of  the  cases  that  their  action  was 
based  on  the  fact  that  reimbursement  was  being  made.  These  124  cases  equate  to 
26.22  percent  of  the  473.  Further,  the  amount  of  potential  reimbursement  associated 
with  these  124  cases  is  approximately  $160,000.  This  $160,000  is  separate  from,  and 
in  addition  to,  the  $845,059  mentioned  below  for  court  ordered  restitution.  Accord- 
ingly, the  total  potential  reimbursement  and  restitution  combined  equal  approxi- 
mately $1  million. 

Court  actions 

During  calendar  year  1980,  trial  court  action  was  completed  on  867  individuals 
charged  by  the  State  Attorneys  with  welfare  fraud.  This  resulted  in  851  guilty  pleas 
or  verdicts  and  16  acquittals.  The  usual  sentences  or  conditions  imposed  were 
"Probation  and  Restitution"  and  "Restitution."  The  total  amount  of  restitution 
orderod  by  the  courts  during  the  reporting  period  was  $845,059.  In  addition  to  the 
restitution,  fines  amounting  to  $94,256  were  imposed. 

Included  in  the  sentences  imposed  during  1980  were  102  individuals  that  received 
some  type  of  jail  sentences.  Summaries  of  all  sentences  and  conditions  imposed  for 
this  report  period  are  set  forth  in  exhibits  D  and  D-l. 

Of  the  851  guilty  pleas  or  verdicts,  322  were  adjudicated  guilty  by  the  court  and 
adjudication  of  guilt  was  withheld  on  529  pending  the  fulfillment  of  the  conditions 
imposed.  When  comparing  the  sentencing  of  the  cases  adjudicated  guilty  and  condi- 
tions imposed  on  the  cases  where  adjudication  was  withheld,  it  was  noted  there  is  a 
close  parallel.  See  exhibit  D-2  for  a  summary  of  conditions  imposed  on  cases  where 
adjudication  was  withheld  and  exhibit  D-3  for  a  summary  of  sentences  imposed  on 
cases  adjudicated  guilty. 

Billy  G.  Davis, 
Director,  Division  of  Public  Assistance  Fraud. 

[Exhibit  B] 

State  of  Florida, 
Office  of  the  Auditor  General, 

Tallahassee,  July  16,  1980. 
The  Legislative  Auditing  Committee  of  the  Legislature  and  the  Governor  of  Florida: 
This  report  contains  our  findings  in  connection  with  our  review  of  the  Florida 
Food  Stamp  Program.  The  review  required  by  Section  11.50,  Florida  Statutes,  con- 
sisted of  verification  of  compliance  with  selected  eligibility  factors  for  food  stamp 
recipients  in  November  1979. 

A  Program  Overview  of  the  Food  Stamp  Program  is  presented  beginning  on  Page 
2  of  this  report.  Page  5  of  this  report  begins  the  findings  of  our  review. 
Respectfully  submitted. 

Ernest  Ellison, 
Auditor  General. 

introduction 

The  Department  of  Health  and  Rehabilitative  Services  is  designated  under  the 
provisions  of  Section  409.275,  Florida  Statutes,  as  the  Florida  state  agency  responsi- 
ble for  the  administration  and  operation  of  the  Food  Stamp  Program  as  authorized 
by  the  Congress  of  the  United  States.  Within  the  Department  of  Health  and  Reha- 
bilitative Services,  the  actual  field  operations  of  the  Food  Stamp  Offices  comes 
under  the  auspices  of  the  various  District  Administrators.  At  the  State  office  level, 
the  district  operations  organizationally  come  under  the  Office  of  the  Assistant 
Secretary  for  Operations.  During  the  period  covered  by  this  review,  Ms.  Phyllis  Roe 
was  the  Assistant  Secretary  for  Operations. 

The  Department's  Food  Stamp  Program  planning,  policy  promulgation,  etc.,  is 
provided  by  its  Assistant  Secretary  for  Program  Planning  and  Development,  Social 
and  Economic  Services  Office.  During  our  review  period,  Ms.  Mary  Loepp  was  the 
Program  Staff  Director  of  the  Social  and  Economic  Services  Office,  and  Mr.  Abe 
Lavine  was  the  Assistant  Secretary  for  Program  Planning  and  Development.  During 
the  review  month  (November  1979)  the  Food  Stamp  Administrator's  position  in  the 
Social  and  Economic  Services  Office  was  vacant. 
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Pursuant  to  Section  11.50,  Florida  Statutes,  this  Office's  Division  of  Public  Assist- 
ance Fraud,  with  the  cooperation  of  the  appropriate  program  segments  in  the 
Department  of  Health  and  Rehabilitative  Services,  has  made  a  review  of  the  Food 
Stamp  Program  in  Florida.  The  purpose  of  this  review  was  to  determine  the  amount 
of  probable  fraud  and /or  error  that  existed  in  the  Food  Stamp  Program  for  the 
randomly  selected  month  of  November  1979.  More  details  relative  to  this  are  set 
forth  in  the  "Purpose  and  Scope"  section  of  this  report. 

The  "Program  Overview"  section  beginning  on  page  2  of  this  report  provides  some 
general  information  concerning  the  Food  Stamp  Program,  as  well  as  some  specific 
information  concerning  the  Food  Stamp  Program  in  Florida.  As  previously  men- 
tioned, Section  409.275,  Florida  Statutes,  provides  the  authority  for  the  program  in 
Florida. 

A  "Corrective  Action  Plan"  that  has  been  implemented  by  the  Department  of 
Health  and  Rehabilitative  Services  to  strengthen  the  management  of  the  Food 
Stamp  Program  is  summarized  beginning  on  page  10  of  this  report.  Many  of  the 
actions  planned,  or  already  implemented,  should  aid  in  eliminating  some  of  the 
problems  noted  during  our  review.  The  accomplishment  of  some  parts  of  the  plan 
depends  on  whether  the  U.S.  Department  of  Agriculture  will  allow  Florida  and  the 
other  states  to  strengthen  program  control  requirements.  Absent  the  authority  to 
establish  the  necessary  accounting  controls,  the  State,  in  my  opinion,  cannot  estab- 
lish a  satisfactory  fraud  and  error  detection  capability.  This  is  a  most  unfortunate 
situation  for  the  taxpayer  and  for  the  eligible  needy  people  of  our  State.  In  the 
latter  instance  the  amount  available  for  the  needy  is  diminished  because  a  consider- 
able portion  of  it  is  diverted  by  fraud  and  error  to  ineligible  individuals  or  individ- 
uals who  receive  more  benefits  than  they  are  entitled. 

PROGRAM   OVERVIEW 

General—  The  nationwide  Food  Stamp  Program,  as  we  know  it  today,  stems  from 
the  food  assistance  programs  of  the  depression  years  when  farmers  had  surplus 
foods  they  could  not  sell.  As  an  aid  to  both  farmers  and  consumers  the  Federal 
Government  intervened  to  provide  those  surplus  food  commodities  to  people  who 
needed  them.  Therefore,  in  its  inception,  the  Federal  Food  Assistance  Program  to 
low  income  families  was  closely  tied  to,  and  largely  dependent  upon,  commodities 
acquired  under  the  farm  surplus  removal  and  price  support  activities  managed  or 
supervised  by  the  U.S.  Department  of  Agriculture.  Even  though  the  Food  Stamp 
Program  initially  was  closely  tied  to  the  commodities  distribution  program,  it 
should  be  noted  that  the  current  program  is  different  in  many  respects.  The  main 
difference  is  that  food  stamps  are  a  "medium  of  exchange."  Accordingly,  stamps  can 
be  exchanged  and/or  bartered  more  easily  than  surplus  food  commodities. 

Between  1961  and  1964,  the  U.S.  Department  of  Agriculture  operated  a  pilot  food 
stamp  program,  and  in  August  1964  a  Food  Stamp  Act  was  passed  by  Congress. 
Under  the  original  act,  participation  in  the  program  by  states  and  localities  was 
elective,  and  the  funding  levels  permitted  only  a  gradual  expansion  of  the  program 
over  a  period  of  years.  In  1969,  the  Food  and  Nutrition  Service  (FNS)  was  created 
within  the  U.S.  Department  of  Agriculture.  This  agency  was  to  concentrate  exclu- 
sively on  the  administration  of  the  Federal  food  programs. 

By  May  1970,  substantial  modification  had  been  made  in  the  Food  Stamp  Pro- 

fram.  These  modifications,  among  other  things,  increased  the  available  level  of 
ederal  financial  assistance  and  made  more  people  eligible  to  receive  such  assist- 
ance. The  Food  Stamp  Program,  by  the  end  of  1974,  became  a  nationwide  program, 
operating  in  all  states,  Guam,  Puerto  Rico,  and  the  Virgin  Islands. 

Specific— In  Florida,  the  Food  Stamp  Program  is  administered  by  the  Department 
of  Health  and  Rehabilitative  Services.  Prior  to  February  1972  the  State's  Food 
Stamp  Program  existed  in  only  20  of  Florida's  67  counties.  During  the  period  of 
February,  March,  and  April  1972,  the  remaining  47  counties  were  phased  into  the 
Food  Stamp  Program.  Therefore,  since  May  1972,  the  Food  Stamp  Program  has  been 
a  statewide  basis. 

In  the  Food  Stamp  Program,  a  household  receives  food  stamps  which  are  made 
available  with  the  expressed  intent  to  purchase  a  nutritionally  adequate  diet.  These 
food  stamps  are  intended  to  be  used  by  the  recipients  in  authorized  grocery  stores 
for  purchasing  food  or  food  products  for  human  consumption.  The  value  amounts  of 
food  stamps  received  by  an  individual  household,  or  individuals,  are  based  on 
adjusted  monthly  net  income.  The  adjusted  net  figure  is  that  portion  of  the  income 
which  remains  after  all  allowable  exclusions  and  deductions  permitted  by  Federal 
regulations  have  been  made.  Allowable  exclusions  and  deductions  include,  but  are 
not  limited  to,  infrequent  or  irregular  income,  earnings  of  students  under  age  18, 
and  child  care  and  shelter  expenses  up  to  an  established  maximum. 
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The  financing  of  the  Food  Stamp  Program  is  such  that  the  Federal  government 
pays  for  the  entire  value  of  the  food  stamps,  plus  50  percent  of  the  States  adminis- 
trative costs  excluding  costs  of  fraud  investigations  and  prosecutions.  In  Florida  the 
State  pays  the  remaining  50  percent  of  the  administrative  costs.  The  Federal  Gov- 
ernment pays  75  percent  of  the  authorized  costs  for  fraud  investigations  and  pros- 
ecutions with  the  State  paying  the  balance. 

During  our  review  period,  eligibility  for  participation  in  the  Food  Stamp  Program 
was  based  on  regulations  promulgated  by  the  U.S.  Department  of  Agriculture  pursu- 
ant to  the  Food  Stamp  Act  enacted  by  the  United  States  Congress  in  1977.  Under 
this  law  and  the  USDA  regulations  promulgated  thereunder,  the  Food  Stamp  Pro- 
gram cost  and  the  number  of  food  stamp  recipients  in  Florida  have  steadily  in- 
creased over  the  12-month  period  ended  March  1980.  In  March  1979,  as  reported  by 
the  Department  of  Health  and  Rehabilitative  Services,  there  were  258,321  house- 
holds in  Florida  receiving  food  stamps.  These  households  had  a  total  of  721,970 
persons.  The  value  of  the  food  stamps  received  by  these  households  in  March  1979, 
was  $24,384,007,  for  a  per  household  average  value  of  $94.39.  In  March  1980  there 
were  327,871  households  (an  increase  of  69,550  households  which  equates  to  approxi- 
mately 27  percent  increase  in  one  year)  receiving  food  stamps  in  Florida.  The 
number  of  persons  in  these  households  had  risen  from  721,970  in  March  1979,  to 
886,666  in  March  1980  (an  increase  of  164,696  persons).  The  value  of  the  food  stamps 
received  by  these  households  in  March  1980  had  risen  by  $9,908,066  to  $34,292,073. 
This  equates  to  approximately  41  percent  increase  in  one  year. 

PURPOSE  AND  SCOPE 

The  purpose  of  this  review  was  to  determine  the  prevalence  of  fraud  and  error 
that  might  exist  in  connection  with  allocations  of  food  stamps  to  recipient  house- 
holds for  the  month  of  November  1979.  The  approximately  90.6  percent  households 
selected  as  the  universe  for  our  scientific  stratified  random  sample  were  the  house- 
holds recorded  in  the  Department  of  Health  and  Rehabilitative  Services  computer- 
ized Food  Stamp  Program  Issuance  System.  This  on  line  issuance  system  encom- 
passed 87  of  the  State's  105  Food  Stamp  Program  Offices.  In  November  1979  the 
remaining  18  food  stamp  offices  had  not  been  integrated  into  the  computerized  Food 
Stamp  Issuance  System.  However,  in  July  1980  responsible  officials  of  the  Depart- 
ment of  Health  and  Rehabilitative  Services  advised  that  an  additional  15  food  stamp 
offices  had  been  added  to  the  computerized  system  since  November  1979.  This  leaves 
only  3  food  stamp  offices  at  the  time  of  this  report  preparation  that  had  not  been 
integrated  into  the  on  line  system. 

A  total  of  313,824  Florida  households  received  food  stamps  (total  value 
$31,111,376)  for  November  1979.  Our  sample  universe  included  284,232  households 
which  were  issued  food  stamps  valued  at  $27,933,120,  and  our  statistical  projections 
contained  in  this  report  are  based  on  that  sample.  By  use  of  random  sampling 
techniques,  food  stamp  cases  in  all  of  the  previously  mentioned  87  food  stamp  offices 
had  an  equal  opportunity  of  being  selected  for  our  review. 

A  stratified  random  sample  was  used  to  select  cases  for  this  review  in  order  to 
determine  if  any  differences  existed  in  rates  of  fraud  between  food  stamp  cases 
valued  at  $1  through  $250  and  food  stamp  cases  valued  at  $251  and  over.  Out  of  the 
410  total  cases  selected  for  this  review,  207  were  in  the  range  of  $1  through  $250 
and  203  were  in  the  range  of  $251  and  over.  This  type  of  sampling  technique 
permits  projections  on  each  of  the  stratum  universe  and  also  for  the  total  universe. 

The  universe  of  cases  in  the  range  from  $1  through  $250  were  275,296  households 
and  the  universe  of  cases  in  the  range  from  $251  and  over  were  8,936  households. 
This  equals  the  previously  stated  total  universe  of  284,232  food  stamp  cases  for 
November  1979  firom  which  our  sample  cases  were  selected. 

In  addition  to  the  previously  expressed  purpose  of  determining  the  amount  of 
probable  fraud  and  error  in  the  sample  universe,  we  gathered  data  to  determine  if  a 
profile  could  be  generated  relative  to  possible  fraudulent  food  stamp  applicants. 
Further,  since  the  Social  Security  Number  is  used  as  a  primary  identifier  for  food 
stamp  cases,  we  verified  the  accuracy  of  Social  Security  Numbers  reported  to  the 
Department  of  Health  and  Rehabilitative  Services  by  the  recipients.  Data  gathered 
in  these  areas,  which  may  assist  the  Department  of  Health  and  Rehabilitative 
Services  in  its  administration  of  the  Program,  has  been  shared  with  appropriate 
department  officials. 

After  our  random  sample  of  cases  was  selected,  the  following  steps  were  carried 
out: 

1.  Case  records  associated  with  each  household  were  reviewed. 

2.  Contact  was  made  with  the  food  stamp  recipients  to  begin  the  independent 
verification  process. 
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3.  The  preselected  eligibility  criteria  was  validated  by  use  of  collateral  sources 
and/or  independent  observations. 
The  preselected  eligibility  criteria  examined  and  verified  for  this  review  were 
limited  to: 

1.  Household  composition. 

2.  Verification  of  residence. 

3.  Resources  (bank  accounts,  automobiles,  property)  available  to  household. 

4.  Available  household  income. 

5.  Claimed  or  budgeted  expenses. 

Upon  completion  of  the  cases  reviewed,  the  Department  of  Health  and  Rehabilita- 
tive Services  was  provided  any  information  we  obtained  which  was  in  contradiction 
to  information  recorded  in  the  food  stamp  case  records.  In  addition,  after  evidential 
material  was  gathered,  those  cases  of  probable  fraud  were  forwarded  to  the  respec- 
tive State  Attorneys'  Offices  for  prosecutorial  decisions. 

FINDINGS 

General. — Out  of  the  410  cases  selected  for  review,  we  could  only  determine  that 
220  of  the  cases  were  correct.  There  were,  however,  seven  additional  cases  on  which 
we  were  unable  to  make  a  definite  determination.  In  these  seven  cases,  we  deter- 
mined that  a  person  or  persons  existed;  however,  we  were  unable  to  verify  the 
household  composition  and  resources,  etc.,  available  to  the  household.  The  remain- 
ing 183,  out  of  the  410  cases  reviewed,  contained  probable  fraud  or  had  overissuance 
and  underissuance  of  food  stamps  caused  by  errors. 

Appropriate  statistical  projections  over  the  284,232  November  1979  food  stamp 
cases  in  our  review  universe  and  related  dollar  value  of  $27,933,120  are  set  forth  in 
the  appropriate  ensuing  paragraphs.  All  projections  are  at  a  95  percent  level  of 
confidence.  Approximate  sampling  reliabilities  are  set  forth  with  each  projection. 

Probable  fraud.— Out  of  the  total  cases  reviewed,  207  in  the  food  stamp  value 
range  of  $1  through  $250,  and  203  in  the  value  range  of  $251  and  over,  we  found  85 
questionable  because  of  probable  fraud.  Projecting  these  results  over  the  case  review 
universe  of  284,232  cases  during  November  1979,  it  would  mean  that  approximately 
44,909  food  stamps  cases  received  part  or  all  of  their  benefits  through  probable 
misrepresentation  of  facts.  This  equates  to  an  overall  approximate  15.8  percent  of 
probable  fraud  for  the  November  1979  food  stamp  cases  covered  in  the  scope  of  this 
review.  As  previously  stated,  this  projection  at  a  95  percent  level  of  confidence,  with 
approximate  sampling  reliability  of  plus  or  minus  4.8  percent. 

The  projected  dollars  associated  with  the  approximate  15.8  percent  overall  prob- 
able fraud  rate  is  approximately  $4,064,518  (14.6  percent  of  total  issuance  of 
$27,933,120)  for  the  month  of  November  1979.  This  projected  dollar  figure  of  benefits 
provided  on  the  basis  of  probable  fraud  had  an  approximate  sampling  reliability  of 
plus  or  minus  4.9  percent.  The  previously  mentioned  $4,064,518  associated  with  the 
probable  fraud  rate  of  15.8  percent  is  for  one  month  only  (November  1979).  Inas- 
much as  our  review  was  related  to  food  stamp  issuances  for  the  month  of  November 
1979,  as  annual  projection  of  food  stamp  values  lost  due  to  fraud  cannot  be  made 
with  specified  confidence  levels  and  sampling  reliability. 

Possible  fraud  projections  in  the  two  different  strata  previously  described  in  the 
"Purpose  and  Scope    section  of  this  report  are  set  forth  as  follows: 

In  Stratum  A  (cases  in  the  range  of  $1  through  $250),  207  cases  were  selected  for 
review  and  field  work.  The  universe  for  this  sample  was  275,296  cases.  Accordingly, 
the  projections  contained  herein  for  Stratum  A  are  over  that  universe  of  275,296 
cases  and  related  food  stamp  issuances  dollar  value  of  $25,179,502  for  November 
1979. 

Out  of  the  207  cases  selected  and  reviewed,  we  found  32  with  probable  fraud.  This 
equates  to  a  probable  fraud  rate  of  approximately  15.5  percent  on  cases  in  our 
related  sample  universe.  This  means  that  approximately  42,671  of  the  275,296  cases 
in  this  stratum  contained  probable  fraud.  The  dollars  associated  with  these  probable 
fraud  cases  were  calculated  to  be  approximately  $3,666,943.  This  is  approximately 
14.6  percent  of  the  $25,179,502  of  food  stamps  issued  from  the  sample  universe. 
These  projections  are  made  at  a  95  percent  level  of  confidence.  Further,  the  prob- 
able fraud  rate  has  approximate  sampling  reliability  of  plus  or  minus  4.9  percent. 
The  dollars  are  projected  at  the  same  level  of  confidence  with  approximate  sampling 
reliability  of  plus  or  minus  5.5  percent. 

In  Stratum  B  (cases  from  $251  and  over),  203  cases  were  selected  for  review  and 
field  work.  The  universe  for  this  sample  was  8,936  cases.  Accordingly,  the  projec- 
tions contained  herein  for  Stratum  B  are  over  that  universe  of  8,936  cases  and 
related  dollar  value  of  $2,753,618  for  food  stamps  issued  in  November  1979. 

Out  of  the  203  cases  selected  and  reviewed,  we  found  53  with  probable  fraud.  This 
equates  to  a  probable  fraud  rate  of  approximately  26.1  percent  on  cases  in  this 
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related  sample  universe.  This  means  that  2,332  of  the  8,936  cases  in  this  stratum 
contained  probable  fraud.  The  dollars  associated  with  these  probable  fraud  cases 
were  calculated  to  be  approximately  $396,750,  or  approximately  14.4  percent  of  the 
previously  mentioned  $2,753,618.  These  projections  are  also  made  at  a  95  percent 
level  of  confidence.  The  probable  fraud  rate  of  26.1  percent  is  projected  with  ap- 
proximate sampling  reliability  of  plus  or  minus  6.0  percent.  The  projected  dollars 
have  approximate  sampling  reliability  of  plus  or  minus  4.3  percent. 

Giving  due  consideration  to  the  approximate  sampling  reliabilities  associated  with 
each  stratum,  the  cases  with  food  stamps  valued  at  $251  and  over  contain  an 
appreciable  difference  in  probable  fraud  rate  percentages. 

A  summary  of  the  reasons  for  the  85  total  cases  of  probable  fraud  is  as  follows: 

Qaaenn  NUfntXT  Of  PBfCSflt  Of 

^^^  cases  total  cases 

1.  Failure  to  report  employment  or  other  sources  of  income  on  the  application  for  food  stamps.  This 
contains  employment  for  applicants  and/or  other  household  members 

2.  Changes  in  income  not  reported  after  the  application 

3.  Unreported  resources  (assets) 

4.  Household's  members  not  properly  reported 

5.  Shelter  obligations  incorrectly  reported 

Total 85  100.0 

As  previously  mentioned,  eligibility  for  participation  in  the  Food  Stamp  Program 
is  based  on  regulations  promulgated  by  the  U.S.  Department  of  Agriculture  pursu- 
ant to  the  Food  Stamp  Act  of  1977.  Resulting  therefrom,  the  food  stamp  eligibility 
worker  is  only  required  to  verify  reported  income,  alien  status,  and  utility  expense 
that  exceeds  an  established  standard.  Any  other  data  used  in  the  eligibility  determi- 
nation process  can  only  be  verified  if  questionable.  It  is  defined,  for  the  worker,  that 
for  information  to  be  questionable  it  must  be  inconsistent  with  previous  information 
provided  by  the  applicant  or  other  information  previously  received  by  the  agency.  If 
information  is  questioned  by  the  worker,  they  are  required  to  record  in  the  case 
record  why  the  information  was  questioned.  Further,  the  Federal  regulations  limit 
visits  to  the  recipient's  home  to  those  visits  scheduled  in  advance  with  consent  of 
the  recipient.  This  particular  Federal  regulation  provides  a  very  low  probability 
that  those  cases,  in  No.  4  above,  31  or  36.5  percent  of  the  total  probable  fraud  cases, 
could  ever  be  detected.  This  is  based  on  the  assumption  that  people  intentionally 
committing  fraud  will  probably  not  give  the  worker  consent  to  visit  in  the  home. 
Even  though  the  intent  of  the  Federal  regulations  concerning  home  visits  is  admira- 
ble, that  is,  protecting  the  food  stamp  recipient's  privacy;  it  also  protects  those  who 
would  fraudulently  solicit  and  receive  food  stamps.  The  latter  can  only  reduce  the 
dollar  amount  of  food  stamps  available  to  the  eligible  needy  in  the  long  run. 

Fifty-six  and  four-tenths  (56.4)  percent  of  the  probable  fraud  cases  involve  improp- 
er reporting  of  income  from  unemployment  or  other  sources  (see  No.  1  and  2,  above 
tabulation).  In  the  Office  of  the  Auditor  General's  Report  No.  8207,  dated  June  24, 
1974,  it  was  stated  that,  "When  this  centralized  computerization  of  food  stamp  files 
and  records  is  implemented,  I  will  add  this  public  assistance  program  to  the  Auditor 
General's  Income  Verification  system  (see  Auditor  General's  Report  No.  8015)." 
Even  though  the  centralized  computerization  of  food  stamp  files  had  not  been 
completed  by  the  Department  of  Health  and  Rehabilitative  Services  (see  paragraph 
1  of  the  "Purpose  and  Scope"  section  of  this  report),  this  Office  has  made  final 
programming  efforts  to  add  the  Food  Stamp  Program  cases  to  the  Auditor's  General 
Income  Verification  System.  This  has  been  discussed  with  the  appropriate  Depart- 
ment of  Health  and  Rehabilitative  Services  officials  and  some  test  data  for  Broward 
County  food  stamp  cases  has  been  provided  to  the  Department.  This  may  aid  the 
Department  in  its  fraud  detection  efforts  for  the  largest  percentage  reason  for 
probable  fraud.  However,  as  previously  stated,  the  second  largest  percentage  rela- 
tive to  household  members  will  require  Federal  regulations  changes  before  the 
Department  can  have  an  effective  detection  effort. 

Errors.—  In  addition  to  the  potential  fraud  cases  found  in  our  review,  we  deter- 
mined that  63  of  the  410  sample  cases  received  total  or  partial  overissuance  of  food 
stamps  because  of  apparent  errors.  These  ineligible  and  overissuance  cases  equated 
to  an  approximate  14.5  percent  error  rate.  Accordingly,  it  can  be  projected  that 
approximately  41,214  of  the  284,232  food  stamp  cases  in  our  review  universe  for 
November  1979  received  part  or  all  of  their  food  stamps  because  of  error.  The 
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projected  dollars  associated  with  these  41,214  cases  are  approximately  $1,551,907  (5.6 
percent  of  total  issuance  of  $27,933,120)  for  the  month  of  November  1979. 

Both  of  these  projections  are  at  a  95  percent  level  of  confidence.  The  approximate 
14.5  percent  error  rate  is  projected  with  approximate  sampling  reliability  of  plus  or 
minus  4.6  percent.  The  related  dollars  are  projected  with  approximate  sampling 
reliability  of  plus  or  minus  3.2  percent. 

In  addition  to  food  stamps  issued  due  to  probable  fraud  at  the  rate  of  approxi- 
mately 15.8  percent  and  those  issued  due  to  errors  at  the  rate  of  approximately  14.5 
percent,  both  causing  the  overissuances  of  stamps,  it  is  projected  that  individuals  in 
approximately  5.5  percent  of  the  review  universe  cases  did  not  receive  all  the  food 
stamps  they  were  entitled  to.  This  projected  value  of  food  stamp  underissuances 
associated  with  the  5.5  percent  rate  equates  to  approximately  $250,124.  These  pro- 
jections are  at  a  95  percent  level  of  confidence  and  have  respective  approximate 
sampling  reliabilities  of  plus  or  minus  3.0  percent  and  plus  or  minus  of  0.7  percent. 
Cases  used  in  these  projections  totaled  35  of  the  410  sample  cases  in  our  review. 

Reasons  for  errors  with  related  percentages  and  related  numbers  and  percentages 
of  all  review  cases  are  summarized  on  the  following  chart: 


Reason 


facnt  of — 
of 


cases        Error  cases       **J~ 


1.  Incorrect  reporting  of  individuals'  or  household  members'  income  and/or  resources 32  32.7  >  7.8 

2.  Household  or  household  members  did  not  exist  or  incorrectly  reported 10  10.2         *  2.4 

3.  Shelter  obligation  incorrectly  reported 5  5.1  1.2 


4.  Agency  errors: 

a.  Incorrect  amount  of  income  budgeted 

b.  Incorrect  amount  of  shelter  or  utility  expense  budgeted 

c.  Failed  to  consider  available  data  in  the  determination  process... 

Subtotal 


Total  errors 

Total  probable  fraud  cases 

Nonerror  cases 

Determination  could  not  be  made.. 

Total  cases  reviewed.... 


16 

8 

27  .... 

51 

52.0 

12.6 

98 

85  .... 

220  .... 

7  .... 

410  .... 

100.0 

24.0 

20.7 

53.6 

1.7 

100.0 

1  Of  the  32  cases,  27  involved  the  recipient  not  reporting  a  change  of  income  after  the  application  affecting  the  November  1979  issuance  had 
been  submitted  and  approved  The  remaining  5  involved  incorrect  reporting  at  the  time  application  was  submitted.  These  were  classified  above  as 
errors  since  sufficient  documentation  was  not  available  to  establish  criminal  intent. 


•  In  six  of  the  ten  cases  the  household  or  household  members  reported  did  not  exist.  The  remaining  4  involved  household  members  not  reported 
at  the  time  of  the  application  for  food  stamps.  In  these  4  cases,  if  the  members  and  related  information  had  been  reported,  the  amount  of  food 
stamps  issued  would  have  been  of  less  value.  These  were  classified  above  as  errors  since  sufficient  documentation  was  not  avattabte  to  estabfsh 
criminal  intent. 

CORRECTIVE  ACTION   PLAN 

The  Department  of  Health  and  Rehabilitative  Services  (DHRS)  has  implemented  a 
"Corrective  Action  Plan"  to  effect  improvements  in  the  administration  of  the  Food 
Stamp  Program.  When  this  plan  is  fully  implemented,  it  should  aid  in  the  elimina- 
tion of  some  of  the  errors  and  probable  fraud  discussed  in  this  report.  A  summaryof 
the  plan  and  the  status  of  its  implementation,  as  provided  by  responsible  DHRS 
officials,  is  as  follows: 

DHRS  has  proposed  revisions  to  the  Food  Stamp  Program  certification  procedures 
which  were  in  effect  during  our  review  month  of  November  1979.  These  procedures 
would  require  additional  verification  and  documentation  processes.  The  proposed 
revisions  include  mandatory  verification  of  identity,  residency,  and  strengthening  of 
the  worker's  prerogative  to  verify  questionable  data  provided  by  the  food  stamp 
recipient.  For  these  proposals,  waiver  of  certain  Federal  regulations  will  be  re- 
quired. The  Department  of  Health  and  Rehabilitative  Services  had  requested  such 
waiver;  however,  it  has  not  been  approved  by  the  U.S.  Department  of  Agriculture. 

In  general,  the  Secretary  of  the  Department  of  Health  and  Rehabilitative  Services 
has  expressed  the  State's  concerns  to  the  Secretary  of  the  U.S.  Department  of 
Agriculture  on  the  inflexibility  of  the  current  regulations  with  regard  to  the  verifi- 
cation procedures  and  policies.  The  Department  of  Health  and  Rehabilitative  Serv- 
ices has  requested  that  Federal  regulations  be  rewritten  to  permit  States  more 
latitude  to  verify  and  document  information  provided  on  food  stamp  applications. 
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The  growth  of  the  Food  Stamp  Program  in  Florida  was  noted  in  this  report.  This 
growth  has  caused  increases  in  the  number  of  cases  handled  by  each  Food  Stamp 
Program  worker.  As  a  result,  a  part  of  the  Governor's  supplemental  budget  request 
to  the  1980  Legislature  was  for  increased  staffing.  The  Legislature  approved  275 
new  positions  in  the  1980-81  supplemental  appropriations  act. 

Department  of  Health  and  Rehabilitative  Services  officials  had  concluded  that 
inadequate  training  existed  for  Food  Stamp  Program  workers.  Accordingly,  they 
have  advised  that  training  materials  have  been  developed  for  use  in  the  initial 
training  of  certification  staff.  This  material  is  currently  being  field  tested  and  will 
be  implemented  for  all  initial  training  in  August  1980.  This  should  include  the  new 
staff  positions  mentioned  above.  After  two  weeks  of  training,  a  test  will  be  adminis- 
tered to  evaluate  the  employees'  knowledge  of  the  certification  processes.  The  De- 
partment had  indicated  that  employees  will  not  be  permitted  to  perform  certifica- 
tion duties  until  they  pass  the  test.  The  test  will  be  based  on  information  provided 
in  the  training  program. 

Officials  of  the  Department  of  Health  and  Rehabilitative  Service  advised  that 
plans  have  been  implemented  to  use  the  Auditor  General's  Income  Verification 
System's  data  Statewide  beginning  in  September  1980  in  order  to  improve  its  ability 
to  detect  errors  and  possible  fraud. 

Additional  parts  of  the  Department's  "Corrective  Action  Plan"  include  plans  to 
develop  an  error-prone  case  profile.  This  profile  is  intended  to  assist  in  the  identifi- 
cation of  cases  with  the  greatest  potential  for  errors. 

Report  Prepared  By: 

Billy  G.  Davis, 
Director,  Division  of  Public  Assistance  Fraud. 

[Subsequent  to  the  hearing  on  April  2,  1981,  the  following  ques- 
tions were  sent  to  Mr.  Davis  by  Senator  Helms.  Mr.  Davis  an- 
swers thereto  follow:] 

State  op  Florida, 
Office  of  the  Auditor  General, 

Tallahassee,  April  22,  1981. 
Senator  Jesse  Helms, 

Committee  on  Agricluture,  Nutrition,  and  Forestry, 
U.S.  Senate,  Washington,  DC. 

Dear  Senator  Helms:  I  am  in  receipt  of  your  letter  dated  April  17,  1981.  It  is 
indeed  an  honor  and  a  pleasure  to  oner  further  assistance  to  the  Committee  on 
Agriculture,  Nutrition,  and  Forestry. 

On  the  attached  sheets,  I  have  responded  to  your  additional  questions  for  the 
hearing  record.  Please  don't  hesitate  to  call  on  me  if  I  can  be  of  additional  assist- 
ance to  you  and  the  Committee. 

In  accordance  with  your  request,  I  have  forwarded  copies  of  this  letter  and  its 
attachments  to  Mr.  Tom  Boney. 
With  warm  personal  regards,  I  am, 
Very  truly  yours, 

Billy  G.  Davis, 
Director,  Division  of  Public  Assistance  Fraud. 
Attachment. 

Question  1.  Income  Cross-Checking.  To  what  extent  does  your  investigative  staff 
rely  on  information  from  the  income  cross-check  with  quarterly  reports  of  unem- 
ployment compensation? 

Answer.  This  system  was  designed  to  provide  investigative  leads  on  cases  of 
suspected  fraud.  Therefore,  it  is  used  extensively.  In  addition  to  providing  investiga- 
tive leads  on  unreported  or  underreported  income  (wages),  it  also  provides  data  on 
Unemployment  Compensation  Benefits  and  Workmen's  Compensation  Benefits. 

This  system  was  designed  by  the  Auditor  General's  Office  with  our  investigative 
staff  in  mind.  However,  we  share  output  from  the  system  with  the  Food  Stamp 
Program  administrators  and  workers  and  it  is  used  as  a  fraud  detection  system. 

Further,  we  have  developed  a  Food  Stamp  Issuance  History  System  which  is  a 
companion  to  the  Income  Verification  System  (income  cross-checking).  Using  these 
two  systems  together  we  have  the  capability  to  prioritize  our  investigative  assign- 
ments. That  is  to  determine  which  assignments  may  be  the  most  productive  (higher 
dollar  volume  of  fraud). 

In  summary  and  in  direct  response  to  the  question,  the  Income  Verification 
System  (income  cross-checking)  developed  by  the  Auditor  General's  Office,  State  of 
Florida,  is  an  invaluable  tool  in  providing  leads  for  our  investigative  staff  for  food 
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stamp  fraud  investigations.  Further,  it  provides  a  detection  system  for  use  by  the 
Food  Stamp  Program  Offices.  A  copy  of  the  system's  hard  copy  printout  is  attached 
The  names  and  other  I.D.  information  has  been  eliminated  from  this  copy.  Tliis 
particular  example  is  5  pages  and  lists  several  places  of  employment  for  3  different 
Household  members,  as  well  as  UCB  for  1  member.  Each  time  we  assign  a  case  for 
field  review  and/or  investigation,  available  data,  such  as  this,  from  our  system  is 
provided  to  our  field  staff. 

Question  2.  Expedited  Services.  To  what  extent  have  vou  found  abuses  of  the  Food 
Stamp  Program  as  a  result  of  applications  processed  under  "expedited  services" 
procedures? 

Answers.  If  you  plan  to  travel  from  one  food  stamp  program  administrative 
jurisdiction  to  another,  within  a  given  State,  for  the  purpose  of  obtaining  food 
stamps  several  times  in  a  given  month,  expedited  services  is  usually  used.  We  have 
investigated  and  prosecuted  at  least  one  such  group  of  people  who  were  working  in 
22  different  counties. 

With  reference  to  the  review  of  the  Food  Stamp  Program  that  we  did,  i.e.  Exhibit 
B  to  the  full  text  of  my  testimony,  we  found  the  following.  Of  the  410  cases  we 
reviewed  (page  9  of  Exhibit  B)  8  of  the  cases  were  identified  as  expedited  services. 
This  is  2  percent  of  the  review  cases.  We  found  that  4  of  the  8  cases  were  fraud. 
That  is  50  percent  of  the  identified  expedited  services  cases  in  our  review  contained 
fraud.  This  is  about  5  percent  of  the  total  fraud  found.  However,  I  must  caution  that 
this  is  not  a  statistical  projection  but  descriptive  statistics. 

In  my  judgment,  the  expedited  services  procedures  is  certainly  a  lucrative  area  of 
the  program  to  commit  fraud  in. 


Digitized  by 


Google 


423 


r  t 


.-  i 


g  a 

U»  M 

<)  M 

a  »- 

a  ui 

§  I 

5  g 


oo 

Ik  »- 


3    1 


izo 

>  8  • 


>  M     I 

<  U. 


-JO© 


1? 

Ui  tf> 

Ou. 

31 


ill 


2  »«»»4  • 

*  MlAtttt*. 

\l  una 

2  <r     a     m  ^  •-«  i-« 


SIS 

owe 

040 


I, 

8  Silel 


i 

at  •■* 

§g 
*g 
s| 
*s 

Uf  »4 

ii 
h 


3 


ui 


I 

ft  ^ 

Is 

»s 
Si 

is 

is 


IS 

Mr-4 

s 
B- 

3 


»s- 


8   §382      S 
IE   lUi      8 


Digitized  by 


Google 


424 


I 


a  x 


4 


u 

r 

,_( 

— *  (9 

¥- 

*■«  5! 

a 

vt 

5 

52 

M 

o 

r 

^ 

8 

z 

Ui 

a  o  « 

*"   «/> 

a 

<  •-•  N 

< 

o 

o 

Jh* 

o 

o 

t3 

u. 

m 

M  4  O 
4  U 

$ 

t 

s 

CI 

fr- 
et 

< 

>  M     1 

<    U. 

8- 

Ui  «M 

8" 

4 

o 

«-(  e 

ci  a 

O  «9 

S£ 

»-« 

a. 

H- 

»-  »-  « 

«  ►- 

^  ■-» 

«n 

t^BS 

-i  a 

3 

-J0 

a 

Ui 

<   Ui  <M 

"  (0 

X 

6 

g 

J°I 

&g 

*s 

T 

K 

g 

u. 

a  3 

in  n 

£  = 

c 

< 
UI 

-I 

ui  a 
a  x 

* 

SI 

u. 

{*; 

o 
Iti 

£• 

N 

e. 

o 

a 

5 

r» 

a 

r» 

o 

Ui 

b.  g^H 

o  o- 

o» 

> 

»~t 

¥»  tt^H 

Ui  r<t 

a  • 

Iti  f-4 

in 

**^B 

»- 

>•  r* 

H 

Ui  _^ 

o  2" 

Ui 

to 

=1 

n 

O 

ss 

f.l  < 

it  V) 


3 

PS 


Digitized  by 


Google 


I 


UI  O 
19  -• 
«*  O 


425 


a       o 
o        M 

a.      ►- 


*-      a 
<      o 

<J        u. 


11 


-»  Z  o 

0)0(0 
«  M  % 


to  a  \ 

-J  u  O 

3 


u,5 


x  <  1 


3  w 


u.  o 


»-  « 


10  eg 
ui 

28 


M  -J  £  O  «  .$  O  * 

<<  9<AMno<0 

<  rH  r4  ^  rH  rH 

0       t  «  «  «  «0  «9  CO 

IH          <  ►-  KINOON4 

■)        a  O  \\\NNN 

be       be  ►-  ^Kiv^mio 

?    35  ^      " 

o*      2  a  Kt  r^  ^  »»  o  k> 

rH         <  UI  N»   HIAHCO 

arm  •-•  -o  o  •-»  o  r-i 

-i      at  St  s  a  m  *  <o  i' 

3      <  2  <o  «o  ki  <r  a  .» 

-)        3  2  IA4KOOH 
O  O  O  rl  r4  rH 

£       Z 

O       ui 

BE        fl)  fc  *  «0  <0  40  40  «0 

U.          IC  <6  <6  «  <6  «  « 

o    5** 


B 
§ 
I 


a  «-i 
o  a 


sss- 

UU.UJZ 


a  »-  o  ©  3 

rM\i«: 

UUUNC 


»  e  e  e  e  e 


N  \  X  \  N  N. 
IK         O  O  O  •*  «-«  r4 

J>-     40  40  40  40  40  40 


i  3s 

3       19 
DC  O 

sis 

1       S5u,     V      5 

ui  ^  ui  ^^  2 


Ph>         NNNNNM 


•  e  o  o  « 

.  r*  r«>  r«>  r 


«  milt 

81 r 


a 

^  *  * 

Oe  •* 

•0     •     • 

ttf  0*  r4 
19  O  (A 

•5  oc 

5  H 

-3  a 

2" 

*S 

B.3 

MNH 

ui  a 

o  X 

S 

_  H 

** 

g*.H> 

o«* 

ri- 

«* 

SS 

3 

H 

3|| 

UI 

3* 

•^ 

S£S 


K 


BB' 


9      £5?S 

S  ••   M  M  M  2 

BUS. 


3  §«* 


g  g; 


Digitized  by 


Google 


I 


1 


426 


i 

!i 

is 
:s 
if 


Sft8Sfc 

•--■to* 


3 

5- 

3 

■ 


A 


u    8Sg>- 

8  ills 


Digitized  by 


Google 


I 


427 


us       iff 

*  Ul 


I*  3c 


„    £ 


I 


79-755   0-81-28 


Digitized  by 


Google 


428 

Statement  of  V.  LaNelle  Eakes,  Eligibility  Supervisor  L  Durham  County 
Department  of  Social  Services,  Durham,  N.C. 

The  Food  Stamp  Program  in  its  current  state,  allows  a  vast  amount  of  manipula- 
tion and  abuse.  While  time  permits  for  only  three  major  areas  of  concern  to  be 
addressed,  there  are  a  number  of  other  areas  that  also  should  be  considered.  Three 
major  areas  of  concern  are: 

1.  the  Household  Concept  provision— <7  CFR  p  273.1a-d;  Manual  Section  6030), 

2.  the  Voluntary  Quit  provision— (7  CFR  p  273.7c;  Manual  Section  6122),  and 

3.  the  Adverse  Action  provision— <7  CFR  p  273.13;  Manual  Section  6390). 

Household  concept 

For  Food  Stamp  purposes,  a  household  consists  of  those  persons  who  cook  and  eat 
together.  Claiming  "separate  household"  status  (i.e.  that  one  cooks  and  eats  sepa- 
rately from  others  living  under  the  same  roof)  allows  the  applicant  to  obtain 
increased  benefits  or  to  make  part  of  a  group  eligible  by  excluding  those  with 
income  and  assets. 

For  example:  In  one  house  there  lives  a  husband,  wife,  their  three  daughters,  and 
3  grandchildren.  The  husband  and  wife  both  work  and  together  earn  $800.00  gross 
per  month. 

Daughter  1  applies  for  food  stamps.  She  is  18  years  old  with  no  income  of  any 
kind.  She  claims  that  she  cooks  and  eats  separately  from  all  the  others.  She  is 
certified  and  receives  $70.00  per  month  in  food  stamp  benefits.  (Maximum  allotment 
for  one  person) 

Daughter  2  applies  for  food  stamps.  She  is  20  years  old,  has  one  child,  and  receives 
a  monthly  AFDC  (Aid  to  Families  with  Dependent  Children)  check  of  $167.00  per 
month  (maximum  AFDC  amount  for  two  in  N.C).  She  claims  that  she  and  her  child 
cook  separately  from  all  the  others  and  pays  her  parents  $100.00  per  month  in  rent 
She  is  certified  and  receives  $121.00  per  month  in  food  stamp  benefits. 

Daughter  3  applies  for  food  stamps.  She  is  25  years  old,  has  two  children  and 
works  part-time  earning  $200.00  per  month  gross.  She  receives  $50.00  per  month  in 
child  support  and  maintains  that  she  and  her  children  cook  and  eat  separately  from 
all  the  others.  She  pays  her  parents  $100.00  per  month  in  rent.  She  is  certified  and 
receives  $157.00  per  month  in  food  stamp  benefits. 

In  the  present  system  three  separate  food  stamp  allotments  may  be  received  by 
this  household.  The  combined  benefit  amount  of  the  above  mentioned  case  is  $348.00 
per  month.  Were  the  entire  household  required  to  be  certified  together  and  all 
income  included  a  substantial  savings  could  be  realized.  To  illustrate  this  point: 

Wife  applies  for  food  stamps  for  herself,  her  husband,  three  daughters,  and  three 
grandchildren.  Included  as  income  to  this  household  are  her  and  her  husband's 
gross  income  of  $800.00  per  month,  her  daughter's  gross  income  of  $200.00  per 
month  from  the  part-time  job,  an  AFDC  check  in  the  amount  of  $167.00  per  month 
and  a  child  support  check  of  $50.00  per  month.  They  must  pay  all  utilities  and  their 
rent  is  $200.00  per  month.  They  are  certified  and  receive  $139.00  per  month  in  food 
stamp  benefits.  A  savings  of  $209.00. 

The  problems  with  this  regulation  are  obvious.  Beyond  inviting  manipulation  of  a 
household's  true  circumstances,  it  is  costly  in  terms  of  manpower,  paper  and  post- 
age. Because  the  household's  eating  arrangements  are  virtually  impossible  to  verify, 
the  Eligibility  Worker  is  forced  to  accept  a  verbal  statement  regarding  separate 
household  status  even  though  the  circumstances  are  highly  questionable.  In  the 
above  stated  case — assuming  that  the  three  daughters  and  their  children  actually 
cooked  each  meal — the  stove  must  be  used  three  separate  times  at  breakfast,  lunch 
and  dinner  for  a  total  of  nine  heatings  per  day  just  for  the  three  daughters  involved! 

Because  of  its  manipulative  nature,  this  regulation  has  served  to  reduce  morale  of 
Eligibility  Workers  perhaps  more  than  any  other.  The  Eligibility  Workers'  and 
Eligibility  Supervisors  must  apply  and  adhere  to  a  regulation  that  they  don't 
support,  respect  or  believe  in. 

I  am  proposing  a  simple  solution:  All  persons  living  in  the  same  house  or  apart- 
ment must  be  certified  together  with  all  members'  income  and  assets  included. 

Voluntary  quit 

Under  this  regulation  a  household  will  be  found  to  be  ineligible  and  disqualified 
for  two  months  when  the  primary  wage  earner  of  that  household  quits  his  or  her 
most  recent  job  without  good  cause. 

On  the  surface  this  appears  to  be  a  good  solid  step  in  the  right  direction  .  .  .  until 
you  read  the  first  exception  to  the  regulation.  Manual  Section  6122.2  (Part  273.7c  of 
the  CFR)  contains  a  loophole  that  allows  households  with  primary  wage  earners 
certified  at  the  time  of  the  quit  to  continue  to  be  eligible  simply  because  they  were 
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certified  at  the  time  of  the  quit!  As  long  as  the  household  is  certified  a  person  may 
enter  and  leave  employment  situations  at  will— with  no  adverse  effect  on  their  food 
stamp  eligibility.  On  the  other  hand  an  uncertified  household  containing  a  primary 
wage  earner  who  quit  his/her  job  without  good  cause  is  disqualified  for  two  months. 
The  regulation  is  not  equally  applied — and  it  should  be. 

The  regulation  should  be  changed  making  all  households  ineligible  to  participate 
for  six  months  when  any  primary  wage  earner  quits  a  job  without  good  cause — 
regardless  of  whether  the  household  was  certified  at  the  time  of  the  quit  or  not.  I 
am  in  favor  of  extending  the  disqualification  period  from  two  months  to  six  months 
because  the  extension  would  encourage  the  primary  wage  earner  to  seek  other 
employment. 

The  current  disqualification  period  (two  months)  begins  with  the  month  of  the 
quit  which  many  times,  in  effect,  allows  only  for  what  amounts  to  a  one  month 
disqualification  period,  (depending  on  when  the  household  applies).  In  these  cases, 
the  eligibility  must  then  be  determined  for  the  subsequent  month. 

For  example:  A  person  may  quit  his/her  job  without  good  cause  in  February  and 
apply  for  food  stamps  in  March.  Current  regulations  disqualify  the  household  in 
February  and  March  but  eligibility  must  be  determined  for  April. 

As  the  regulation  stands,  it  is  possible  for  the  household  to  simply  "wait-out"  the 
disqualification  period.  Were  a  six  month  disqualification  period  imposed,  it  would 
encourage  the  primary  wage  earner  to  actively  seek  other  gainful  employment. 

Currently,  this  regulation  is  ineffective  in  its  attempt  to  apply  some  punitive 
measure  to  the  household.  The  above  suggestions  would  provide  adequate  sanctions 
to  the  household  and  make  this  regulation  a  more  meaningful  one. 

Adverse  action 

Before  any  action  may  be  taken  to  reduce  or  terminate  a  household's  benefits,  the 
county  is  required  to  provide  a  minimum  of  10  days  advance  notice  before  that 
action  can  be  taken.  Manual  Section  6393  (p  273.13  CFR)  identifies  circumstances  in 
which  notices  of  adverse  action  are  not  required. 

This  requirement  wastes  a  vast  amount  of  federal  dollars.  Because  of  this  require- 
ment many  wages  go  unaccounted  for  an  additional  month,  and  many  households 
continue  to  receive  food  stamps  for  persons  not  in  the  home  for  an  additional 
month. 

For  example:  Ms.  Smith's  household  is  certified  for  food  stamps  from  February 
1981  until  May  1981.  She  reports  on  March  23rd  that  she  is  now  employed.  Because 
of  10-day  adverse  action  requirement;  she  will  receive  the  April  allotment  based  on 
February's  original  eligibility  circumstances.  Her  income  may  not  be  included  in  the 
food  stamp  budget  until  May  1981. 

Another  example:  Mr.  Jones  is  certified  for  food  stamps  from  February  1981  until 
May  1981  as  a  six  person  household.  On  March  23rd  he  reports  that  two  of  the  six 
persons  have  moved  out.  Because  of  the  10-day  adverse  action  requirement,  he  will 
receive  the  April  allotment  based  on  a  household  of  six  when  only  four  are  present. 
The  two  persons  may  not  be  deleted  from  the  food  stamp  budget  until  May  1981. 

This  regulation  should  be  changed  to  allow  counties  to  act  on  changes  of  these 
kinds  immediately!  Untold  sums  of  federal  dollars  are  lost  by  requiring  a  10-day 
advance  notice  prior  to  reducing  allotments.  Not  only  do  households  continue  to 
receive  a  higher  allotment  than  they  should  based  on  income  and  household  size 
information  available  to  the  County,  but  inconvenience  to  clients  occur.  The  10-day 
adverse  action  requirement  entangles  the  eligibility  determination  whenever  these 
household  members  who  have  moved  attempt  to  apply  in  their  own  right.  In  many 
cases,  their  eligibility  cannot  be  determined  until  a  subsequent  month  because  they 
are  already  certified  in  a  household. 

For  example:  The  two  persons  who  moved  from  Mr.  Jones'  home  on  3-23-81  apply 
for  food  stamps  on  April  1,  1981  in  their  own  right.  Because  Mr.  Jones  was  afforded 
the  10-day  advance  notice,  the  two  persons  applying  in  this  case  may  not  receive 
stamps  in  their  own  right  until  May  1981.  For  the  time  being  they  must  do  the  best 
they  can  and  hope  to  talk  Mr.  Jones  into  giving  them  a  portion  of  the  stamps  he 
received.  This  is  clearly  an  inconvenience  to  the  client.  I  am  suggesting  the  addition 
of  two  more  instances  in  which  10-day  notices  of  adverse  action  are  not  necessary: 

(1)  when  an  increase  in  income  is  sufficient  to  result  in  an  allotment  decrease,  and 

(2)  when  there  is  a  reduction  in  household  size.  The  reasoning  behind  allowing  the 
10-day  notice  is  to  afford  the  household  time  to  request  a  hearing.  At  present, 
should  a  hearing  be  requested,  the  household  can  continue  to  receive  benefits  at  the 
original  level.  If  it  is  determined  that  the  county  was  correct  in  their  determina- 
tions, the  household  must  repay  an  overissuance. 

Certainly  a  household  should  have  the  right  to  appeal  any  action  they  feel  is 
unfair  or  erroneous,  however,  the  county  should  be  able  to  take  immediate  action  in 
cases  of  income  increases  and  household  member  decreases.  An  appeal  could  then 
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vt  t+atl  *r*s  v*  'sxstilj  9«jd  restore  benefits  to  the  3 

4v>/yJ  V,  .■>*  V*  limit  *f  toe  county.  Altering  the  ;  _ 

*/yJ  *fJd;ftg  tMr  a&ove  jnentioned  instances  to  the  hat  of 

**r*m*  *tx*x.  could  save  the  American  taxpayer  cogntieas  dofiars. 

(a  'jx*mm#x^  I  wyuid  iike  to  say  that  the  Food  Stamp  i 
ideal*  of  which  no  reasonable  person  can  take  exception.  " 
tenient  regulation*  the  program  has  lost  the  respect  of  the  j  _  _ 

ha*  fallen  ff>m  grace  with  persons  who  most  administer  it  on  a  djsy-codaj  1 
There  a>  no  reason  why  this  Program  cannot  be  one  in  which  the  caxpayep  of  i 
country  are  proud.  Before  such  pride  can  be  achieved,  however,  the 
must  he  written  with  a  combination  of  sensitivity  and  common  sense. 

Only  those  associated  with  the  Prop-am  on  a  day-to-day  basis  know  the  < 
ities  and  potential  areas  oi  abuse  in  the  program.  This  is  why  I  atiuugly  u 
get  pant  State  and  County  Administrators  and  establish  contact  with 
Workers,  Eligibility  Supervisors,  and  Fraud  Analysts  for 
regulations  prior  to  any  action  which  would  make  those  regulations 
ones. 


Statement  or  Jot  PrrasoN,  EuciBamr  Woexxa,  Aisamdua  Dbpa 
Social  Services,  Alexandbia,  Va. 

Although  I  do  not  represent  the  Agency  in  an  official  capacity,  it  is  the  < 
of  my  co-workers  that  the  budget  reductions  proposed  by  President  Reagan  can  be 
achieved  without  reducing  benefits  for  the  truly  needy. 

(\)  Fraud  is  a  major  source  of  unnecessary  expenditures:  In  our  locality  alone, 
fraud  accounts  for  10  percent,  or  $200,000  per  year,  of  expenditures.  Individuals  who 
have  frauded  in  the  past  continue  to  participate  on  the  program  because,  by  law, 
these  individuals  cannot  be  removed  from  participation.  Even  when  clients  know 
that  we  know  they  have  frauded,  they  continue  to  lie  and  deceive  because  they  do 
not  fear  the  law.  Of  all  frauds  which  exist,  less  than  1  percent  are  ever  brought  to 
trial,  and  less  than  that  are  convicted.  Of  all  monies  lost  to  the  program  through 
fraud  and  overissuance,  less  than  one  tenth  of  1  percent  ever  repay  those  amounts. 

In  addition,  convicted  fraud  cases  of  one  locality  can  move  to  another  locality 
within  the  same  state  and  continue  to  be  eligible  for  food  stamps.  A  person  removed 
from  the  rolls  for  fraud  in  one  locality  is  eligible  in  another,  even  though  the  food 
stamp  program  is  a  federal  program,  because  the  original  jurisdiction  has  no  au- 
thority in  the  next.  Fraud  is  encouraged  by  this  loophole  which  allows  the  guilty  to 
remain  essentially  unpunished. 

We  also  have  no  way  of  knowing  how  many  people  participate  in  more  than  one 
locality  at  the  same  time.  Although  it  is  illegal,  we  catch  this  type  of  fraud  through 
client  error  on  occasion,  and  it  is  known  on  the  streets  as  a  fairly  safe  way  of 
"ripping-ofT  the  government. 

even  in  the  rare  instances  that  someone  is  convicted  and  punished,  the  rest  of  the 
client's  family  continue  to  get  food  stamps,  while  only  that  member  convicted  is 
removed  from  participation. 

Recommendations:  Since  most  localities  have  neither  the  resources  nor  the  will  to 
pursue  and  convict  all  the  obvious  fraud  cases  which  exist,  I  recommend  that  the 
states  be  required  to  establish  a  'state  hearing-appeals'  system  which  would  make 
preliminary  determinations  of  intent  to  fraud.  It  found  guilty,  clients  should  be 
made  ineligible  to  participate  throughout  the  state  and  nation,  either  permanently 
or  until  the  debt  is  repaid.  Criminal  prosecution  would  still  be  left  to  the  courts. 

In  order  to  prevent  participation  in  more  than  one  locality  at  the  same  time,  and 
to  ensure  that  those  removed  from  the  program  will  stay  removed,  Social  Security 
Numbers  of  all  food  stamp  participants  should  be  fed  into  a  central,  federal  comput- 
er, much  in  the  same  wav  as  the  Social  Security  Administration  now  operates.  If 
frauds  and  duplicate  participants  were  removed,  food  stamp  participation  would  be 
reduced  from  10  to  30  percent,  which  should  reduce  expenditures  by  far  more  than 
the  initial  outlay. 

As  most  frauds  are  now  discovered  by  income  reported  to  the  state  by  SSN,  we 
would  like  to  extend  this  method  of  discovering  unreported  income  throughout  the 
tri-state  area.  As  of  now,  onlv  those  individuals  who  work  in  Virginia  and  collect 
food  stamps  in  Virginia  will  be  found  out,  while  those  who  work  in  Maryland  or 
D.C.  will  not  be.  We  would  like  to  be  able  to  request  verification  of  income  reported 
to  the  federal  government  by  SSAN.  At  present,  this  system,  on  the  state  level,  is 
our  single  most  effective  tool  for  discovering  fraud. 

(2)  (hvrissuancts:  Overiasuances  probably  exceed  fraud  in  the  amount  of  money 
wasted  and  needlessly  spent  Overissuances  include  failure  of  clients  to  report 
changes  on  their  cases,  where  the  intent  not  to  do  so  is  questionable.  Combined  with 
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fraudulent  participation,  overissuances  and  fraud  account  for  probably  30  percent  of 
the  budget.  At  present,  we  have  no  method  of  recouping  benefits  from  those  cases 
where  a  minor  fraud  or  overissuance  occurs,  even  if  the  client  would  desire  us  to  do 
so. 

Recommendation:  Agencies  be  allowed  to  recoup  minor  overissuances  through  a 
partial  reduction  of  current  benefits. 

Many  overissuances  occur  every  year  because  the  elderly  fail  to  report  raises  in 
Social  Security  and  Civil  Service  Annuity.  Although  these  percentage  increases  are 
known  well  in  advance  by  the  local  agencies,  last  year  we  were  not  allowed  to  make 
proper  adjustments  in  these  cases. 

Recommendation:  That  agencies  be  allowed  to  make  mass  changes  in  cases  affect- 
ed by  a  yearly  cost-of-living  increase. 

(3)  Because  of  present  law,  immediate/nuclear  families  may  apply  as  separate 
food  stamp  households,  and  receive  9  percent  additional  benefits,  as  long  as  they 
state  they  are  willing  to  buy  and  eat  separately  from  other  household  members. 
These  households  are  allowed  to  be  divided  even  if  all  other  household  expenses  are 
shared.  Because  of  the  loopholes  of  this  law,  16-year-old  children  may  sometimes 
apply  separately  from  their  parents. 

Recommendation:  That  immediate  families  (children,  parents,  brothers,  sisters, 
grandparents)  must  apply  together  as  one  household.  I  do  not  believe  that  it  is  the 
responsibility  of  the  state  to  take  on  the  role  of  traditional,  familial  responsibility. 

(4)  Outreach:  Last  June,  as  the  program  was  running  out  of  funds,  Congress 
mandated  further  outreach  to  publicize  the  program.  So,  while  Congress  was  con- 
templating ending  direct  benefits  to  all  recipients  by  not  refunding  the  program,  it 
was  mandating  increased  expenditures  in  indirect  projects  that  benefited  no  one.  In 
view  of  President  Reagan's  desire  to  reduce  the  budget,  it  seems  senseless  to  spend 
money  advertising  the  availability  of  the  program,  which  we  want  reduced  anyway. 


[The  following  material  was  submitted  by  John  Charles  Houston. 
See  p.  161  for  the  oral  testimony  of  Mr.  Houston.] 

[Reprint  from  The  Herald-Dispatch,  Huntington,  W.  Va.,  Feb.  16,  1981] 

Food  Stamps  Prolong  Strike,  Operator  Says 

A  Logan  County  coal  operator  complained  yesterday  that  the  Department  of 
Welfare  encouraged  miners  to  continue  a  wildcat  strike  by  issuing  them  food  stamps 
and  said  he  might  demand  a  federal  investigation. 

At  the  same  time,  it  was  uncertain  if  more  than  4,000  wildcatting  miners  would 
return  to  work— despite  union  orders  to  do  so. 

"We  told  the  people  they  should  return  to  work,"  Jack  Perry,  president  of  the 
United  Mine  Workers  union's  District  17,  reported  after  an  intense  meeting  in 
Logan  County. 

But  it  was  an  emotional  type  meeting,  and  at  this  point,  no  one  is  sure  what's 
going  to  happen." 

Mel  Triola,  an  official  of  the  Logan  Coal  Operators  Association,  said  miners  won't 
resume  work  as  long  as  the  state  is  passing  out  food  stamps. 

"We're  thinking  about  wiring  the  Secretary  of  Agriculture  for  an  investigation  of 
the  Department  of  Welfare  for  issuing  them,  when  we've  got  work  for  these  people," 
he  said.  "We're  kicking  it  around." 

Triola  said  about  20  mines  have  been  idled  by  the  strike,  which  began  Jan.  29  at 
Powellton  Coal  Co.  in  Rock  House,  over  a  dispute  involving  a  sub-contracting  firm 
brought  in  to  work  a  Powell  mine. 

Perry  explained  that  miners  stand  to  lose  their  seniority  in  the  sub-contracting, 
meaning  it  "would  be  like  starting  over." 

The  UMW  official  said  the  miners'  only  recourse  was  to  submit  the  matter  to 
arbitration,  but  "they  didn't  seem  to  be  satisfied  with  that  at  all." 

Triola  accused  the  welfare  agency  of  promoting  unauthorized  work  stoppages. 

"Hell,  we've  got  work  for  these  people,  he  said.  "They  make  about  $75  a  day  on 
the  average.  When  school's  out,  teachers  don't  get  a  damn  thing.  If  anybody  should 
get  them,  they  should.  They  qualify  because  they  don't  have  a  job  for  those  three 
months. 

"It's  a  damn  crime." 

The  mine  closings  have  been  concentrated  along  Buffalo  and  Rum  creeks  in 
Logan  County. 

A  large  crowd  of  miners  poured  into  the  meeting  hall,  and  Perry  said  he  couldn't 
predict  what  action  would  follow  when  the  new  work  week  begins. 
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There  didn't  seem  to  be  any  general  or  clear  concensus  anyone  could  reach,"  he 
said.  "Our  word  was  that  they  should  return  to  work." 

Maluxt.  W.  W,  Mairh  5.  1981. 
Mr.  John  Houston. 
Old  Court  House  Rood. 
Vienna.  Va. 

Dear  Mr.  Houston:  1  am  indeed  sorrv  that  I  will  be  unable  to  be  in  Wa_ 
on  March  16.  to  testify,  however.  I  will  state  below  the  recent  experience 
with  the  Welfare  Department: 

1.  The  Powellton  Company  is  a  signatory  to  the  197$  National  Bituminous  Goal 
Wage  Agreement,  along  with  Local  L  nion  S21T. 

2.  On  January  2$.  19S1.  our  local  union  objected  to  The  Powellton  Company 
contracting  a  mine  to  a  company  that  was  a  signatory  to  the  1978  Wage  Agreement 
which  would  have  employed  15  or  more  U-M.WA.  employees. 

3.  On  January  29.  the  local  union  went  on  strike."  protesting  The  Powellton 
Company's  right" to  contract.  The  union  admitted  we  had  a  right  under  the  contract, 
but  was  demanding  we  mine  the  coal  with  our  employees. 

4.  Two  days  into  the  strike  the  local  Welfare  Department  was  calling  our  Ac- 
counting Department  wanting  to  know  earnings  of  the  striking  miners. 

5.  I  talked  to  the  local  office  and  asked  them  how  an  individual  had  earned  20  to 
30  thousand  the  previous  year  could  qualify  for  food  stamps  I  was  told  that  a 
striking  miner  qualified  immediately. 

6.  The  average  wages  our  miners  make  per  hour  is  $10.50  or  S&4.00  per  working 
daw  I  cannot  understand  how  on  Earth  we  can  support  a  society  that  refusal  to 
work! 

7.  The  strike  cost  Powellton  Company  $40,000  per  day. 

S.  We  were  on  strike  17  days  at  a  cost  to  Poweihoc  of  $58s»XOOO. 

9.  Wage  loss  to  employees  was  £>>7aXX> 

10.  Tax  loss  to  Government  was  $71.iXX\ 

11.  Material  and  supplies  that  would  have  been  purchased    $165,000. 

12.  Total  loss  to  Powellton  and  crenminuty— $:.ISSL«>».  This  does  not  count  the 
value  of  food  stamps  that  was  issued. 

IS.  I  am  Vice  President  of  The  rVwelltoc  Companv  I  firmly  believe  when  yon 
abuse  any  program  you  deprive  the  needs  of  the  ones  the  program  was  intended  for. 
I  have  not  consulted  my  employer  oc  this,  therefore,  this  is  my  view  only  and 
other  individuals  in  the  community. 
Verv  trulv  vours. 

Bcmx  E.  Houaoo*. 

SrsiKK  Status  No  Food  Stamp  Ramus* 

CkA*UB?T»N.  W  Va  —I:  took  an  Sl>  million  outiav  of  food  stamps  „ 
WaW  coal  mining  families  the  last  time  the  United  \tine  Workers  union  • 
1=  a  contract  strike 

&nce  the  miners  were  oc  strike,  they  didn't  collect  any  benefits  from  the  \ 
piovment  compensation  trust  fond 

tiTith  another  l*MW  strike  kjomins.  state  officials  are  trying  to  assess  the  < 
::  would  have  oc  public  assistance  prccracas. 

Employment  Compensator.  Cceniassacoer  Jack  CanfWid  said  the  fund's  review 
Saard  wocjd  review  any  apptx~aticcs  for  benefits*  but  l*MW  members  couldn't  frt 
benefits  :n  the  last  striae  there  Appears  re  be  so  change  in  that  situation. 

Bfcit  the  federally  subsidised  food  stamr  program  is  different. 

"Whether  someone  »  oc  strike,  that  ioesr.  t  have  that  much  bearing  on  whether 
they  Are  eligible  for  food  stam;tk '  sa>i  John  £  Burdeue  IL  assistant  commissioner 
f ."c  the  IVpArtmect  of  Welfare. 

Sach  »«or.  who  arpoes  »  looked  a:  inchvxhially  and  we  look  at  households  in 
terms  nf  their  income  and  assets.  And  if  they  fall  within  requirements  of  the 
rr.xn=-  then  they're  eii^Ke.  whether  thev  re  striking  or  not." 

A  faznily  »  limited  to  total  assets  of  Jl.oW.  The  family's  monthly  income  is 
roBKiderec'  For  instance,  a  family  of  f.v*  can  have  a  monthly  income  of  1723  and  be 
eorJrue.  If  the  income  »  higher,  they  are  inei^pbae. 

what  amounts  of  food  stami*  would  Sj  avai-aM* 

■Greece*  sax:  federal  charts  reach  as  h^pfc  as  a  family  of  3D  and  the  benefits  they 
woulc  receive. 

He  sees  a  more  realistic  approach  would  be  to  consider  a  household  of  three  with 
an  income  of  C3C*  Tney  wouid  be  ei^ibie  for  J8W  of  * — —  -— *-  — — ^ 
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"What's  going  to  happen  if  the  miners  come  out  the  27th?"  Burdette  asked.  "It's  a 
mine-by-mine  situation."  Some  mines  have  a  one-week  holdback  period  on  checks 
and  some  wait  two  weeks. 

Because  many  miners  get  late  paychecks  and  mine  wages  are  good,  Burdette  said, 
"Not  that  many  miners  will  be  eligible  in  April,  but  most  will  be  eligible  in  the 
month  of  May.' 

When  the  111-day  coal  strike  occurred  in  the  winter  of  1977-78,  the  agency  set  up 
field  offices  to  accommodate  the  staggering  number  of  miners  demanding  stamps. 

Burdette  said  there  are  plans  to  do  that  this  year,  if  needed.  Additional  stamps 
have  been  ordered. 

There  will  be  a  change  this  year.  Since  1979,  there  has  been  no  payment  require- 
ment for  a  person  to  get  stamps.  In  the  last  strike,  miners  had  to  buy  stamps  at  a 
greatly  discounted  rate. 

The  Department  of  Welfare  is  not  speculating  on  the  impact  of  a  coal  strike,  but 
Burdette  said,  "We're  trying  to  prepare  and  make  sure  we  can  handle  the  work 
load,  whatever  that  work  load  might  be." 

"Fairly  Lengthy"  Walkout  Seen 

Charleston,  W.  Va. — As  the  current  coal  pact  moves  ever  closer  to  its  expiration 
date  this  week,  two  United  Mine  Workers  officials  foresee  a  long  strike. 

"Right  now,  it  looks  like  it  will  be  a  fairly  lengthy  strike,"  said  Cecil  Roberts,  vice 
president  of  UMW  district  17.  "We're  trying  to  prepare  for  the  worst." 

District  31  President  Burdette  Crowe  also  expects  the  strike  to  be  a  long  one,  and 
is  urging  all  miners  in  his  district  to  work  up  until  March  27. 

Roberts  said  the  miners  in  his  district  are  "better  prepared  this  time  around" 
than  they  were  when  the  contract  expired  in  1977. 

"In  '77,  they  just  got  off  a  10-week  strike  and  there  were  several  (other)  lengthy 
strikes,"  he  said,  "Under  this  agreement,  there  have  been  no  strikes  of  any  real 
duration,  therefore  they  should  be  better  prepared  financially." 

UMW  President  Sam  Church,  who  forecast  the  pending  strike  could  outdistance 
the  111-day  work  stoppage  in  1977-78,  said  he  would  continue  efforts  to  re-start  coal 
negotiations  with  the  soft  coal  operators.  Contract  talks  have  been  stalemated  since 
early  last  week. 

The  top  coal  industry  bargainer  said  the  talks  would  remain  broken  off  until  the 
union  modified  its  demands. 

The  two  sides  are  apart  on  several  key  issues,  including  pension  plans  and  Sunday 
work. 

"I  think  most  people  will  work  till  the  27th,"  said  Roberts.  Miners,  he  added, 
"have  saved  some  money,  but  not  a  whole  lot." 

Miners  in  West  Virginia,  meanwhile,  say  they  are  determined  to  stay  out  of  the 
mines  until  they  get  what  they  consider  a  decent  contract. 

"I  want  to  emphasize  one  thing,"  said  Jack  Johnson,  a  miner  at  Armco's  Robinson 
Division  in  Twilight,  Boone  County,  "If  it  lasts  a  year,  it's  OK  with  me  if  we  get 
something  out  of  it  that  we  can  live  with  for  the  next  three  years." 

Joyce  Carter,  president  of  the  District  17  auxiliary,  said  "The  men  (rank-and-file 
miners)  are  so  tight-knit  now,  there's  no  way  they'll  compromise." 

Mrs.  Carter  said  her  husband,  James,  "thinks  you  should  stay  out  until  you  get 
what  you  want. 

"That's  the  general  feeling,"  she  said.  "All  the  meetings  I've  been  to  with  the 
rank-and-file,  it's  the  same  everywhere:  stay  out  until  you  get  a  decent  contract." 

Jackson  didn't  predict  how  long  the  strike  would  last,  adding  it  would  be  tough  on 
a  lot  of  people. 

"A  lot  of  people  I  work  with  can  hardly  make  ends  meet  working  fulltime — and 
some  their  wives  work,  too — so  I  know  it's  going  to  be  tough  on  them,"  he  said.  "I'm 
just  hoping  and  praying  that  it  doesn't  last  too  long." 


Statement  of  Forrest  Campbell,  Commissioner,  Guilford  County,  North 
Carolina,  on  Behalf  of  the  National  Association  of  Counties  (NACo)  * 
Before  the  Senate  Agriculture  Subcommittee  on  Nutrition 

Mr.  Chairman,  members  of  the  subcommittee,  I  am  Forrest  Campbell,  NACo 
Chairman  for  Income  Maintenance,  and  Chairman  of  the  Board  of  Commissioners, 


1  NACo  is  the  only  national  organization  representing  county  government  in  America.  Its 
membership  includes  urban,  suburban,  and  rural  counties  joined  together  for  the  common 
purpose  of  strengthening  county  government  to  meet  the  needs  of  all  Americans.  By  virtue  of  a 
county's  membership,  all  its  elected  and  appointed  officials  become  participants  in  an  organiza- 
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Guilford  County,  North  Carolina.  County  governments  across  the  Nation  play  an 
active  role  in  income  maintenance  programs — in  providing  the  services,  administer- 
ing programs,  and,  in  many  instances,  raisins  property  tax  revenues  to  pay  the 
costs.  The  financing  of  most  welfare  and  social  services  programs  is  a  partnership 
between  the  Federal,  State  and  County  governments. 

In  eighteen  States,  counties  administer  the  AFDC,  food  stamp,  and  medicaid 
programs  under  State  supervision  and  pay  a  portion  of  the  administrative  or  assist- 
ance costs.  For  many  counties,  health  and  welfare  costs  account  for  more  than  40 
percent  of  the  total  county  budget,  which  is  made  up  entirely  on  property  taxes.  In 
North  Carolina,  for  example,  the  counties  pay  44  percent  of  the  non-Federal  admin- 
istrative costs  of  AFDC,  medicaid  and  food  stamps.  In  my  own  county,  Guilford,  42 
percent  of  our  budget  is  for  welfare  and  health  programs.  Besides  the  federally 
supported  programs,  many  counties  operate  general  assistance  and  emergency  as- 
sistance programs  to  provide  "last  resort"  aid  to  needy  people  not  eligible  for 
Federal  assistance.  There  is  no  Federal  sharing  in  these  costs,  and  in  many  States, 
no  State  matching. 

So,  counties  have  a  real  financial  stake  in  the  programs  and,  therefore,  have  good 
reason  to  support  changes  that  make  them  less  costly  to  operate.  We  are  supporting 
some  of  the  spending  reduction  measures  proposed  by  the  Administration,  which  I 
will  describe. 

First,  however,  I  want  to  highlight  the  fact  that  it  is  not  just  administrative 
accountability  and  proper  functioning  of  programs  that  concerns  county  govern- 
ments. It  is  the  needs  of  the  people  that  concern  us.  As  county  officials,  we  truly 
represent  the  Government  of  last  resort,  the  cutting  edge  against  which  the  Na- 
tion's neediest  people  measure  the  willingness  and  capacity  of  their  American 
government  to  prevent  hunger,  ensure  adequate  shelter  and  health  care,  provide 
jobs,  and  protect  the  helpless  children  and  elderly  in  our  midst.  For  these  basic  life- 
sustaining  services  we  are  held  accountable,  as  are  the  State  and  Federal  govern- 
ments. 

Within  this  context,  we  must  concern  ourselves  at  the  county  level  with  the 
cumulative  effects  of  cuts  proposed  by  the  Reagan  administration,  especially  in  the 
area  of  human  resources.  The  impact  on  a  needy  elderly  person  who  loses  food 
stamp  benefits  due  to  one  or  more  of  the  proposed  changes  must  be  viewed  in  the 
context  of  whether  she  also  loses  energy  assistance  payments  to  help  pay  excessive 
utility  costs  and  perhaps  a  day  care  or  home  help  service  under  Title  XX  needed  to 
help  her  remain  in  her  own  home  instead  of  a  more  expensive  institution.  There- 
fore, our  concerns  are  not  just  whether  there  are  cuts  or  spending  reductions,  but 
how  those  cuts  will  be  played  out  in  the  administration  of  programs  at  the  local 
level,  and  their  effect  both  on  the  needy  recipients  and  the  county  taxpayers. 

Because  counties  have  only  limited  taxing  authority,  any  Federal  cutbacks  that 
result  in  transferring  the  burdens  for  life-sustaining  services  to  county  property 
taxpayers. 

Nevertheless,  the  National  Association  of  Counties  supports  efforts  to  balance  the 
Federal  budget  and  has  pledged  to  support  proposed  spending  reductions  that  do  not 
shift  costs  to  local  governments.  With  these  goals  in  mind,  I  will  comment  on 
specific  food  stamp  proposals,  with  the  reminder  that  we  can  speak  only  in  princi- 
ple, since  details  of  the  proposed  changes  have  not  been  made  available: 

Set  gross  income  limits  on  food  stamp  eligibility  at  ISO  percent  of  the  poverty 
level. — NACo  supports  establishing  an  income  ceiling  at  which  recipients  would  no 
longer  be  eligible  for  assistance.  Establishing  this  limit  at  gross  rather  than  net 
income  would  simplify  administration  and  reduce  errors  associated  with  eligibility 
calculations.  We  propose  that  tables  based  on  monthly  amounts  be  made  available 
for  eligibility  purposes,  rather  than  having  staff  convert  recent  monthly  earnings/ 
income  to  annualized  basis  and  calculate  130  percent  of  that  figure.  I  should  note 
that  this  provision  will  not  have  much  impact  in  my  county,  since  the  average 
annual  income  of  food  stamps  recipients  in  the  county  is  less  than  $5,000;  most 
households  on  food  stamps  in  Guilford  county  have  incomes  between  $3,000  and 
$4,000. 

Retrospective  accounting.— -The  counties  support  monthly  retrospective  accounting 
as  a  means  of  more  accurate  payment  of  benefits.  We  could  not  support  a  lengthy 
retrospective  accounting  period,  because  verifying  income  received  in  months  past 
would  be  administrative  costly  and  error-prone;  and  because  any  waiting  period 
imposed  by  the  extended  retrospective  accountable  period  would  shift  food  stamp 


tion  dedicated  to  the  following  goals:  improving  county  governments;  serving  as  the  national 
spokesman  for  county  government;  acting  as  liaison  between  the  Nation's  counties  and  other 
levels  of  government;  and,  achieving  public  understanding  of  the  role  of  counties  in  the  Federal 
system. 
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costs  onto  county  general  assistance  or  emergency  programs.  The  food  stamp  pro- 
gram has  served  well  as  a  mechanism  to  meet  urgent  hunger  needs  in  the  communi- 
ty, and  ought  not  to  be  replaced  with  other  programs  at  county  expenses. 

Work  fare  mandate.— NACo  supports  the  concept  of  providing  work  instead  of 
welfare  but  finds  mandating  of  workfare  programs  inconsistent  with  the  administra- 
tion's intent  to  deregulate  programs.  Any  requirement  to  provide  work  slots  can 
result  in  net  higher  costs  to  counties,  especially  those  with  a  substantial  number  of 
recipients  eligible  for  the  workfare  programs.  We  note  that  even  San  Diego  County, 
the  most  publicized  site  of  the  pilot  workfare  programs,  is  carrying  the  expanded 
workfare  pilot  at  a  net  cost  to  the  county  budget  of  $355,000  for  this  fiscal  vear,  a 
factor  that  simply  could  not  be  duplicated  in  most  counties  today.  In  addition,  we 
note  that  any  savings  that  result  from  the  deterrence  effect  of  workfare  accrue  only 
to  the  Federal  budget,  while  added  costs  of  providing  work  sites  and  monitoring  the 
workfare  program  are  borne  by  the  States  and  counties. 

Deducting  free  school  lunches  from  food  stamp  benefits.—  NACo  opposes  this  pro- 
posal because  the  administrative  entanglements  it  would  engender  would  ensure 
that  little,  if  any,  real  savings  would  result.  And  again,  the  counties  and  States 
would  bear  increased  administrative  costs  while  the  Federal  Government  might 
save  benefit  costs.  Besides  the  programmatic  aspects,  many  county  officials  do  not 
view  the  school  lunch  program  as  duplicative  of  food  stamp  benefits,  since  children 
on  food  stamps  get  about  $1.30  per  day  in  benefits. 

Pro-rating  first  month's  benefits.—  NACo  supports  this  proposal  and  urges  that  it 
be  kept  simple,  in  keeping  with  procedures  in  operation  for  AFDC  in  most  states. 

Repeal  of  provisions  effective  in  1982.  To  project  food  price  changes;  and  repeal  of 
increased  deductions  for  medical  and  dependent  care  expenses.  NACo  supports  these 
repeals  in  the  interest  of  keeping  program  costs  down. 

In  addition  to  the  administration's  proposals,  I  want  to  comment  on  Congressman 
Jefford's  recoupment  proposal,  and  make  a  few  recommendations  that  counties 
think  would  improve  the  program. 

Counties  support  the  concept  of  recouping  benefits  that  are  over-issued  or  frau- 
dently  obtained.  Rather  than  tying  the  recoupment  process  to  the  Internal  Revenue 
Service,  however,  we  think  it  would  be  better  to  utilize  AFDC  collection  processes. 

We  further  recommend  that  where  any  changes  are  made,  they  parallel  the 
AFDC  program  in  so  far  as  practicable,  to  simplify  administration  and  reduce 
errors. 

With  regard  to  the  outreach  mandate,  we  feel  the  USDA  regulations  far  exceed 
the  intent  of  Congress.  These  should  be  reduced  to  a  simple  requirement  that  state 
plans  for  the  food  stamp  program  include  provisions  for  making  the  program  known 
to  the  public. 

Finally,  the  National  Association  of  Counties  continues  to  support  cash  out  of  the 
food  stamp  program  as  the  most  feasible  administrative  simplification.  If  the  cash 
value  of  food  stamp  benefits  were  added  onto  AFDC,  SSI  and  general  assistance 
payments,  the  easing  of  duplicate  administration  alone  would  have  enormous 
impact.  We  further  recommend  that  the  food  stamp  program  should  be  adminis- 
tered by  the  Department  of  Health  and  Human  Services  rather  than  by  USDA.  This 
would  at  least  lead  to  dovetailing  the  eligibility  and  administrative  processes  be- 
tween food  stamps  and  AFDC. 

In  closing,  Mr.  Chairman,  we  understand  and  support  the  fact  that  the  food  stamp 
program  must  be  brought  under  control  and  reduced  in  cost.  However,  we  oppose 
reductions  in  the  program  that  will  unduly  burden  the  poor  and  the  elderly  in  this 
country.  We  support  changes  that  will  bring  about  administrative  efficiency  and 
oppose  modifications  that  will  shift  a  disproportionate  share  of  costs  to  county 
governments.  It  is  critically  important  that  State  and  local  governments  be  given 
adequate  lead  time  to  implement  any  new  changes  in  the  program.  As  I  stated 
earlier,  county  governments  are  the  Governments  of  last  resort  and  will  be  held 
accountable  for  providing  basic  life  sustaining  services. 

Thank  you  for  the  opportunity  to  present  our  views.  I  would  be  pleased  to  answer 
any  questions. 


Statement  of  M.  S.  Atwater,  Jr.,  Assistant  State  Attorney,  Special 
Prosecution  Unit,  Fourth  Judicial  Circuit  of  Florida 

During  September,  1978,  State  Attorney  Ed  Austin,  prosecutor  for  the  Fourth 
Judicial  Circuit  of  Florida,  ordered  an  investigation  into  unlawful  trafficking  in 
USDA  Food  Stamps  in  Duval,  Nassau  and  Clay  Counties.  This  was  a  cooperative 
venture  among  the  State  Attorney's  Special  Prosecution  Division,  the  Jacksonville 
Sheriffs  Office  and  the  Florida  Auditor  General's  Division  of  Public  Assistance 
Fraud. 
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As  one  of  Austin's  special  prosecutors,  I  was  assigned  to  supervise  and  direct  this 
operation.  Ever  since  that  time,  we  have  maintained  a  continuing  investigation  into 
various  forms  of  food  stamp  fraud.  During  two  and  one-half  years,  utilizing  two 
investigators,  one  lawyer  and  one  secretary,  all  about  half-time,  this  investigation 
has  produced  more  than  300  arrests  and  prosecutions. 

The  two  basic  crimes  are  unlawful  sale  or  dealing  in  food  stamps  and  applicant/ 
recipient  fraud.  Variations  on  these  two  themes  are  too  numerous  to  list.  We  have 
also  prosecuted  food  stamp  workers  for  aiding  recipient  fraud,  for  false  certification 
of  cases,  and  for  outright  theft  of  food  stamps.  We  have  prosecuted  recipients  for 
false  reports  of  theft  from  the  mails  and  prosecuted  U.S.  Postal  employees  for 
stealing  food  stamps  from  the  mail. 

After  examining  this  program  from  a  police/ prosecution  standpoint,  I  feel  safe  in 
analogizing  the  food  stamp  program  to  a  very  full,  open,  and  sparsely-guarded 
wishing  fountain.  Thefts  are  most  likely  to  go  unnoticed;  if  noticed,  most  likely  to  go 
unprosecuted;  if  prosecuted,  most  likely  to  go  unpunished;  if  punished,  most  likely 
to  be  punished  so  lightly  as  to  make  the  crime  profitable. 

I  cannot  imagine  any  government  program  being,  at  once,  more  susceptible  to 
fraud  and  theft  and  less  cautious  in  maintaining  program  integrity.  It  is  so  easy  to 
steal  from  the  food  stamp  program  and  so  unlikely  of  detection,  otherwise  honest 
people  make  criminals  of  themselves  because  "my  neighbor  told  me  how  easy  it 
was." 

Estimates  of  percentages  of  cases  involving  fraud  and  of  total  dollar  fraud  are 
nearly  as  varied  as  ways  to  steal  from  the  program.  The  important  thing  to  remem- 
ber is  that  all  of  them  indicate  HIGH  levels  of  theft-fraud  in  the  program. 

The  Florida  Auditor  General's  Division  of  Public  Assistance  Fraud  has  run  two 
random-sample,  statistical-probability  investigations.  Their  results: 

1973:  34.8  percent  of  all  cases  questionable  because  of  possible  fraud.  1  of 
every  3  nonassistance  households  received  all  or  part  of  their  food  stamps  by 
misrepresentation.  An  additional  26.3  percent  were  found  to  be  receiving  incor- 
rect benefits. 

1979:  40.7  percent  of  households  of  one  universe  had  improperly  reported 
income,  resulting  in  overissuance;  11  percent  were  totally  ineligible  due  to 
excessive  income. 

This  sample  only  involved  one  type  of  possible  misreporting,  indicating  an 
even  higher  overall  level  of  fraud. 

The  State  Attorney's  Office  conducted  an  investigation  into  recipient  fraud  in 
both  Clay  and  Nassau  Counties.  The  sample  there  was  not  statistically  drawn  for  a 
cross-section,  but  was  based  on  high  benefit  levels. 

In  Nassau  County,  where  there  were  1,075  food  stamp  cases  open,  we  investigated 
310  cases  between  mid-February  and  late-July  of  1979.  Eighty-two  arrests  were 
made  pursuant  to  that  investigation,  showing  prosecutable  fraud  in  about  26  per- 
cent of  the  cases. 

In  Clay  County,  with  851  cases  open,  we  investigated  similar  percentages  with 
similar  results.  In  both  Clay  and  Nassau  there  were  substantial  numbers  of  cases 
where  identifiable  overpayments  were  made,  but,  based  on  variant  interpretations 
of  regulations  being  given  by  food  stamp  personnel,  prosecution  would  have  been 
unfair  and  was  not  pursued. 

The  level  of  recipient/applicant  fraud  is  clearly  quite  high.  One  indicator  of  that 
level  is  the  high  level  of  trafficking  in  food  stamps  for  items  other  than  foodstuffs. 

The  objective  of  the  food  stamp  program  is  to  prevent  hunger  and  provide  suffi- 
cient resources  to  assure  adequate  nutrition  for  recipients  in  need.  The  very  fact 
that  a  substantial  undercurrent  of  dealing  in  food  stamps,  at  severe  discounts  for 
items  other  than  foodstuffs,  indicates  that  at  least  some  people  who  get  food  stamps 
don't  need  them  at  all  or  are  receiving  far  too  many  for  their  needs. 

In  Jacksonville  and  the  surrounding  areas,  food  stamps  are  a  second  currency. 
"On  the  street"  food  stamps  will  buy  just  about  anything,  but  are  generally  traded 
at  50  percent  of  face  value. 

To  open  one  investigation  into  food  stamp  dealing,  we  had  our  undercover  people 
stand  in  the  lines  at  the  food  stamp  center  and  talk  with  recipients  about  where  to 
buy  non-food  items  for  stamps.  Directly  as  a  result  of  information  gathered  there, 
we  approached  businesses  and  individuals  about  potential  deals. 

In  the  space  of  45  days,  33  felony  arrests  were  made  for  dealing  unlawfully  in  food 
stamps.  Not  one  of  these  cases  involved  buying  beer,  cigarettes  or  other  ineligible 
items  from  authorized  food  stores,  all  were  clearly  unauthorized  transactions. 

1.  We  made  several  purchases,  in  pound  quantities,  of  marijuana;  purchased 
various  controlled  drugs  such  as  quaaludes,  methaqualone,  angel  dust,  etc.;  were 
offered  cocaine  and  heroin  but  the  price,  in  stamps,  was  prohibitive. 
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2.  We  purchased  guns,  stereos,  furniture,  a  saddle,  CB  radios,  bicycles,  sewing 
machines,  and  other  general  merchandise. 

3.  In  a  series  of  transactions  with  different  people,  we  purchased  a  car,  bought 
new  tires  for  it,  had  major  body  work  done,  had  it  repainted,  and  had  the  transmis- 
sion repaired. 

4.  We  rented  an  apartment,  furnished  it,  bought  carpet  and  paid  the  rent  and 
deposit  on  it. 

5.  We  made  numerous  deals  selling  food  stamps  for  cash,  on  the  normal  50/50 
basis. 

Another  investigation  by  this  office  still  holds  the  record  for  unique  purchases  for 
food  stamps,  that  being  a  complete  funeral,  including  embalming,  coffin,  vault  and 
memorial  service. 

The  wide  variety  of  services  and  goods  available  from  so  many  sources  in  ex- 
change for  food  stamps  and  the  general  knowledge  of  such  availability  among 
recipients  gives  evidence  of  a  level  of  such  trafficking  that  is  clearly  indicative  of  far 
too  many  food  stamps  being  issued  or  at  least  being  issued  to  people  who  do  not 
truly  need  them. 

One  area  of  real  concern  is  the  mail  issuance  of  food  stamps.  Every  month  large 
numbers  of  recipients  report  food  stamps  mailed  to  their  homes  never  arrived.  The 
program  replaces  those  stamps  in  most  cases. 

The  stamps  are  mailed  by  common  mail.  They  can  be  depended  on  to  arrive  on 
the  first  or  second  of  the  month.  They  are  left  in  mail  receptacles,  not  personally 
delivered  to  recipients. 

Three  problems  have  been  found  and  prosecuted. 

1.  Thieves,  following  the  mailman  up  and  down  his  route,  gathered  stamps 
from  30-40  mail  receptacles  and  sold  them  into  the  underground  at  50  cents  on 
the  dollar. 

2.  Stamps  reported  as  never  arriving  by  recipients  were  found  in  the  posses- 
sion of  the  reporting  recipients  who  were  then  prosecuted  for  fraud. 

3.  U.S.  Postal  employees  have  been  caught  and  prosecuted  for  stealing  the 
stamps  out  of  the  mail. 

During  one  nine-month  period,  a  convinced  food  stamp  fraud  artist  worked  for  our 
office,  cooperating  with  the  Office  of  the  Inspector  General,  Atlanta  Regional  Office, 
in  an  undercover  capacity.  For  nine  months  we  had  a  window  into  the  community 
of  food  stamp  trafficking. 

Other  than  prosecutable  cases  ranging  through  all  the  types  of  fraud  discussed 
already,  we  gained  insight  into  the  problem  unique  in  source  and  depth.  Some  of 
what  we  saw  we  already  knew,  but  learned  of  a  much-broadened  scope. 

1.  Food  stamps  are  a  currency,  discounted  except  in  legitimate  use,  but  nearly  as 
acceptable  as  cash  by  a  large  segment  of  the  business  population. 

2.  Knowledge  of  available  outlets  for  nonfood  purchases  with  food  stamps  is 
extremely  widespread  among  recipients. 

3.  Cash-for-stamps  trading  is  a  major  source  of  rent  money  where  landlords  won't 
take  the  stamps,  themselves. 

4.  There  are  generally  three  levels  in  a  food  stamp  transaction:  recipient  sells  or 
trades  to  a  non-authorized  dealer  at  about  50  cents  on  the  dollar;  the  non-authorized 
dealer  sells  to  an  authorized  redeemer,  usually  in  the  75-90  cents-per-doUar  range; 
the  authorized  redeemer  cashes  the  stamps  at  $1  for  $1. 

5.  Small  stores,  authorized  to  redeem  coupons  for  food,  were  more  likely  to  make 
a  business  practice  of  selling  ineligible  items  or  buying  stamps  for  cash,  than  larger 
units.  Chains  were  least  likely  to  deviate  from  legal  practices. 

6.  Failure  to  require  proper  food  stamp  identification  was  near  universal  in  the 
authorized  stores,  facilitating  unauthorized  holders  in  their  illegal  use  of  stamps. 
That  such  identification  was  seldom  required  was  well-known  throughout  the  com- 
munity of  users. 

7.  Recipients  were  nearly  universally  aware  that  they  could  make  fraudulent 
applications,  particularly  omitting  income  and  employment  information,  and  that 
only  in  exceptional  cases  could  any  investigation  be  made.  One  convicted  recipient 
pointed  out  that  all  she  ever  did  if  questioned  closely  was  get  indignant  about  being 
questioned.  (She  was  convicted  of  having  8  open  food  stamp  cases  in  7  counties  of 
North  Florida.) 

8.  Recipients  believed,  generally,  that  local  police  posed  no  threat  to  fraudulent 
practices  and  expected  nothing  harsher  than  restitution  if  caught. 

In  an  investigation  early  this  year,  our  investigators  took  an  undercover  policewo- 
man to  a  local  greyhound  racing  track.  Over  three  nights,  in  about  12  hours  of 
contact,  she  approached  dozens  of  people  offering  to  sell  food  stamps  for  cash. 
1.  Not  a  single  person  absolutely  refused  and  those  she  did  not  deal  with 
frequently  lamented  their  lack  of  cash  to  do  business. 
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2.  Not  one  person  reported  the  incident  to  track  police. 

3.  Eight  arrests  were  made  for  illegally  purchasing  food  stamps. 

As  the  cases  came  to  court,  small  fines  and  probations  were  the  rule.  One  judge 
not  only  gave  a  defendant  back  the  money  she  had  illegally  purchased  the  stamps 
with,  but  tried  to  give  her  the  stamps  she  had  illegally  purchased.  Fortunately,  the 
police  property  unit  adamantly  refused  to  give  the  stamps  over. 

This  single  series  of  events,  the  dog-track  investigation/prosecution,  shows  just 
how  many  of  the  recipients'  beliefs  are  to  reality.  It  also  showed  an  uncomfortably 
high  degree  of  tolerance  among  the  populace  represented  at  that  track  and  in  the 
judicial  system. 

Fraud  is  rampant  in  and  around  the  food  stamp  program.  The  main  reasons  are 
the  ease  with  which  the  program  can  be  defrauded,  the  unlikelihood  of  detection 
and  light  punishment  for  those  caught. 

The  program  is  structured  so  as  to  almost  insure  theft  and  fraud;  misallocates 
benefits  to  such  a  degree  that  a  whole  business  has  sprung  up  to  absorb  those 
wasted  benefits;  and  has  little  or  no  self-preservation  built-in. 

Why  do  banks,  when  cashing  checks  for  customers,  frequently  refer  to  their 
records  to  be  sure  the  customer  has  adequate  funds  on  account  to  pay  the  draft? 

Simple.  Because  if  people  knew  they  didn't  large  number  of  customers  would 
write  drafts  for  more  money  than  they  had  on  account. 

Then  if  the  bank  didn't  balance  each  day  and  debit  the  accounts,  how  long  before 
the  bank  would  go  broke?  How  long  before  the  honest  customers  lost  their  money  to 
the  dishonest? 

What  has  a  bank  to  do  with  food  stamps? 

Altogether  too  many  food  stamp  program  employees  would  ask  that  question,  too. 

The  answer  is  that  food  stamps  are  just  as  much  money  as  the  "real  thing"  banks 

handle.  Unfortunately,  the  program  doesn't  treat  it  like  money  and  there  starts  the 

problem.  Honest  "customers"  already  get  smaller  benefits  because  of  the  dishonest 

customers". 

Recently,  four  cashiers  in  a  Duval  County  food  stamp  office  were  caught  for 
stealing  food  stamps.  Two  of  those  four  had  previous  records  for  theft  offenses,  yet 
they  were  handling  $500,000  in  food  stamps  each  month.  The  two  with  records  were 
the  ring-leaders. 

What  employer  would  entrust  $6,000,000  a  year  to  an  employee  previously  found 
guilty  of  theft?  Only  the  food  stamp  program. 

Congress  and  USDA,  because  of  the  Jaws  and  regulations  passed  by  each,  has  to 
shoulder  the  blame  for  much  of  the  fraud.  By  program  rules,  and  believe  me  the 
recipients  know  this,  your  "bankers"  cannot  check  to  see  if  a  recipient  has  enough 
on  deposit  to  "cash  their  check." 

I  quote  here  from  the  official  interpretation  of  how  your  "bankers"  can  verify 
"deposits"  found  in  Roberts  v.  Austin,  a  decision  of  the  United  States  Court  of 
Appeals,  Fifth  Circuit; 

'^Vhen  a  household  applies  for  food  stamps,  the  completed  application  contains  a 
large  amount  of  personal  information  concerning  the  household's  circumstances. 
This  information  is  reviewed  by  the  food  stamp  certification  caseworker,  in  an 
"official  and  confidential  discussion  of  household  circumstances,'  with  the  applicant's 
'right  of  privacy'  protection  during  this  interview.  7  C.F.R.  §  273.2(e) 

Verification  is  the  prooes  of  confirming  the  household  statement  about  factors  of 
eligibility  through  either  documentary  sources,  collateral  (third-party)  contacts,  or  a 
home  visit.  The  areas  of  verification  and  the  means  of  verification  are  not  left  to  the 
discretion  of  the  certification  worker.  Pursuant  to  7  C.F.R.  §  273.2(f)  in  the  absence 
of  consent  from  the  household  a  certification  worker  is  not  free  to  verify  any  factor 
of  eligibility  or  to  make  contacts  with  third  persons  in  order  to  verify  information 
provided  by  the  household. 

"The  federal  regulations  governing  verification  expressly  distinguish  between  fac- 
tors of  eligibility  for  which  verification  is  mandatory  (gross  non-exempt  income, 
alien  status,  utility  and  medical  expenses),  and  all  other  factors  of  eligibility.  For 
non-mandatory  factors,  the  state  agency,  here  HRS,  can  only  require  verification  if 
the  household's  assertions  are  "questionable."  7  C.F.R.  §  273.2(f)  (1)  and  (2).  Thus,  if 
the  caseworker  has  no  reason  to  believe  that  the  household's  assertions  are  ques- 
tionable regarding  a  non-mandatory  factor,  household  composition  for  example,  the 
caseworker  cannot  require  verification  of  this  factor,  7  C.F.R.  §  273.2  (0(2)  and  (i). 

"Where  verification  is  allowed  or  required,  the  nature  of  verification  is  not  left  to 
caseworker  discretion.  The  primary  source  of  verification  is  documentary  evidence 
provided  by  the  household.  7  C.F.R.  §  273.2(f)(4).  If  the  household  is  unable  to 
provide  acceptable  documentary  verification,  the  caseworker  may  make  use  of  a 
collateral  contact.  The  caseworker,  however  is  first  required  to  ask  the  household  to 
name  and  agree  to  a  mutually  acceptable  collateral  contact  7  C.F.R.  §  273.2(f)  (b).  If 
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the  household  unreasonably  refused  to  provide  acceptable  collateral  contact  verifica- 
tion, the  application  can  be  rejected  or  the  case  terminated.  The  caseworker,  howev- 
er, cannot  proceed  to  contact  a  third  party  for  verification  without  the  permission  of 
the  household.  We  base  this  view  of  7  C.F.R.  §  273.2(bX5)  on  the  Department  of 
Agriculture  comments  that  accompanied  promulgation  of  this  section. 

"Many  commentators  recommend  that  the  regulations  prohibit  the  use  of  collater- 
al contact  without  the  express  written  consent  of  the  household.  Since  the  proposed 
regulations  clearly  state  that  the  state  agency  must  rely  on  the  household  to 
provide  the  name  of  a  collateral  contact,  the  Department  believes  the  recommended 
change  is  unnecessary."  43  Fed.  Reg.  47856,  (Tuesday,  October  17, 1978). 

Now,  that's  what  the  court  says  you  wrote  as  the  rules.  The  effect  those  rules 
have  is  to  encourage  recipients  to  lie,  but  be  sure  their  lies  are  consistent,  and  omit 
rather  than  misquote  or  minimize  income.  Following  those  directions,  no  question- 
able information  will  reach  the  case  worker  and  no  verification  will  be  attempted. 

This  series  of  regulations  is  at  the  heart  of  high  and  soaring  fraud  rates.  Sub- 
stantially, you  are  telling  people  that  if  they  lie  well  enough,  you  will  not  even 
allow  a  case  worker  to  try  to  catch  them. 

It  is  no  coincidence  that  the  largest  number  of  cases  of  fraud  involve  unreported 
income  or  claiming  non-existent  household  members. 

Our  investigation  in  Nassau  County,  Florida,  merely  verified  the  information 
reported  on  applications.  The  investigation  cost  about  $25,000.  Benefits  paid  out 
were  reduced  from  $109,479  monthly,  at  the  start  of  the  investigation,  to  $93,417  at 
its  conclusion. 

Benefits  had  consistently  been  rising  in  Nassau  County.  The  investigation  saw  a 
drop  in  monthly  outlay  of  $16,062  (projected  to  one  year  amounts  to  $192,744/ 
amounted  to  more  than  14  percent  of  the  benefit)  as  people  were  disqualified  by 
investigation,  voluntarily  corrected  misinformation  in  file  in  anticipation  of  investi- 
gation, or  dropped  out  of  the  program.  Additionally,  over  $27,000  in  restitution  was 
ordered. 

NASSAU  COUNTY  FOOD  STAMP  STATISTICS 

Number  of — 


January.. 


March 

April 

May 

June 

Jury 

August 

September.. 
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Household 

members 

Amount  of  benefits 

1,052 

3.007 

$109,260 

1,075 

3.071 

109,479 

1,045 

2,921 

104,386 

1,043 

2,881 

99,758 

1.080 

3,032 

106.266 

1.016 

2.810 

96.659 

995 

2,756 

95,584/102,778 

1.003 

2,777 

93.417/100,448 

1.036 

2,846 

95.007/102,158 

Mail  issuance  of  food  stamps  is  mandated  by  the  program. 

If  some  government  agency  mailed  millions  of  dollars  in  cash  every  month,  in 
packets  ranging  from  $10  to  over  $500,  in  envelopes  easily  identifiable,  and  all 
delivered  on  the  first  few  days  of  the  month,  the  leadership  of  that  agency  would 
soon  return  to  the  private  sector  or  to  a  rest  home.  Yet  every  month,  millions  of 
dollars  in  food  stamps  are  committed  to  the  mails  under  those  same  conditions. 

Food  stamps  are  cash.  The  same  thing  is  happening  to  those  food  stamps  that 
happen  to  mailed  cash.  They  are  being  stolen  and  they  disappear  without  a  trace. 

In  Duval  County,  Florida,  in  December,  1980,  9,038  recipients  had  their  food 
stamps  mailed.  The  total  dollar  food  stamps  mailed  amounted  to  $687,254.  $16,212 
disappeared  and  had  to  be  replaced  by  the  program. 

December  was  about  an  average  month,  meaning  that  in  one  Florida  county  mail 
issuance  losses  approximate  $195,000  a  year.  That  amounts  to  about  2.4  percent  of 
the  total  benefits  paid,  and  if  validly  projected  to  the  national  level,  constitutes  a 
loss  factor  of  something  like  $216,000,000  per  year. 

A  federal  criminal  statute  makes  it  a  felony  to  fraudulantly  receive  or  traffic  in 
more  than  $100  in  food  stamps.  It's  a  good  statute  and  makes  nice  reading,  but  it 
isn't  worth  the  paper  used  to  disseminate  it 
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Passage  of  a  federal  statute  assumes  somebody  in  the  federal  government  will  be 
enforcing  the  statute.  In  this  case,  that  duty  falls  chiefly  on  the  Office  of  the 
Inspector  General  or  USDA  (OIG). 

My  personal  dealings  with  OIG  have  been  through  the  Atlanta  Regional  Office.  I 
have  found  total  cooperation,  fast  response  to  requests  for  aid,  and  a  continuous 
attempt  by  those  people  to  fight  food  stamp  fraud  in  every  way  they  can.  They  do 
suffer  under  a  few  impediments,  however. 

OIG  investigators  are  not  sworn  law  officers,  do  not  carry  guns,  and  do  not  have 
arrest  powers.  They  frequently  investigate  in  undercover  capacities,  exposing  them- 
selves to  every  form  of  criminal  element,  without  benefit  of  being  "real"  law 
enforcement  personnel. 

OIG  is  responsible  for  enforcement  of  all  USDA-related  programs.  Food  stamps 
are  probably  their  biggest  single  responsibility,  but  they  are  also  responsible  for 
Farmer's  Home  Loan  violations,  among  others.  Just  considering  those  two  pro- 
grams, you  cannot  believe  that  the  54  agents  assigned  to  the  Atlanta  region, 
covering  eight  states,  constitute  anything  like  an  adequate  enforcement  agency. 

Without  question,  OIG  does  very  well  with  its  resources,  but  if  you  really  want  to 
stop  fraud  in  the  food  stamp  program  you  must  be  willing  to  fund  an  adequate 
enforcement  arm. 

Federal  criminal  statutes  assume  that  the  Justice  Department  will  prosecute 
those  arrested  for  violations.  Simply  put,  at  least  in  Florida,  it  is  unrealistic  to 
expect  the  United  States  Attorneys  to  prosecute  large  numbers  of  food  stamp  fraud 
cases,  when  they  could  use  extra  help  just  to  keep  up  with  drug  importation 
prosecutions. 

Early  on,  I  said  much  of  the  problem  starts  with  allowing  recipients  to  apply  for 
benefits  with  the  sure  and  near-certain  knowledge  that  they  are  not  going  to  be 
investigated  and  that  what  they  tell  the  agency  will  be  the  information  on  which 
their  benefits  are  calculated. 

From  that  flows  fraudulent  applications  and  from  them  flow  fraudulent  benefits. 
Fraudulent  benefits,  because  they  are  not  needed  for  food  purchases,  enter  into  the 
trafficking  area  and  create  a  whole  new  problem. 

The  experience  of  Nassau  and  Clay  Counties,  in  our  circuit,  lead  to  two  recom- 
mendations I  believe  will  significantly  reduce  fraudulent  benefits  and  thereby  fraud- 
ulent trafficking. 

1.  Inform  every  recipient  that  each  material,  qualifying  factor  on  the  applica- 
tion will  be  independently  verified  within  30  days  of  the  application  and  peri- 
odically reviewed  for  accuracy. 

2.  Make  those  applications  available  to  local  law  enforcement  for  purposes  of 
enforcement  of  local  welfare  fraud  laws. 

The  first  recommendation  is  most  important  because  it  is  a  preventive  measure.  If 
recipients/applicants  were  on  notice  that  each  factor  would  be  checked,  a  significant 
number  would  never  risk  the  consequences  of  discovery.  Now,  they  can  rightly 
believe  there  is  very  little  risk. 

The  second  recommendation  enforces  the  first,  and  brings  in  a  new  deterrent 
factor.  You  will  never  scare  off  prospective  fraud  by  threatening  an  investigation  of 
a  Nassau  County  food  stamp  application  by  the  Atlanta  Office  of  the  Inspector 
General. 

However,  when  you  tell  a  resident  of  Fernandina  Beach,  who  lives  six  doors  from 
a  Nassau  County  Sheriffs  Deputy,  that  the  Nassau  Sheriff  can  and  will  investigate 
fraud  in  food  stamp  applications,  the  deterrent  effect  is  greater. 

Verification  of  material  information  on  a  food  stamp  application  need  never  be 
degrading.  Little  more  is  needed  than  the  same  verification  required  for  a  credit 
application.  At  least  the  same  level  of  investigation  as  one  for  credit  should  be 
expected  by  one  seeking  public  aid. 

Thank  you  for  this  opportunity  to  discuss  what  I  consider  to  be  a  major  problem. 

[Subsequent  to  the  hearing  on  April  2,  1981,  Senator  Helms 
asked  Mr.  Atwater  the  following  written  questions.  Mr.  Atwater's 
answers  thereto  follow:] 

Fourth  Judicial  Circuit  of  Florida, 

Duval  County  Courthouse, 
Jacksonville,  Flo.,  April  28,  1981. 
Hon.  Jesse  Helms, 

Committee  on  Agriculture,  Nutrition,  and  Forestry, 
U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Helms:  I  have  received  and  herein  reply  to  three  questions  posed 
as  a  follow-up  to  my  Senate  Committee  testimony.  It  was  my  pleasure  to  testify  and 
even  more  pleasurable  to  receive  supportive  comments  from  the  Senators  attending. 
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Question  1.  In  your  testimony,  you  indicated  some  problems  with  mail  issuance  in 
Duval  County.  Do  you  have  statistics  indicating  the  degree  of  losses  reported  since 
mail  issuance  was  begun  as  compared  with  before  such  issuance? 

Answer.  There  was  no  appreciable  difference  in  losses  reported  by  recipients, 
unrelated  to  mail  issuance,  during  the  period  after  mail  issuance  commenced  com- 
pared to  the  prior  period.  There  is  a  tendency  for  reported  losses  to  increase, 
slightly,  over  time. 

Mail  issuance  losses  are  illustrated  by  the  chart  attached  hereto.  Notice  the 
significant  variation  between  losses  in  the  urban  Duval  County  as  compared  to 
rural  Clay  and  Nassau  Counties. 

Since  there  are  five  food  stamp  offices  in  Duval  County,  there  is  less  need  to  mail 
the  stamps,  as  most  recipients  are  quite  close  to  an  office,  yet  here  the  percentage 
and  total  dollar  loss  is  highest. 

Question  2.  You  indicated  during  your  testimony  that  you  have  had  instances  of 
repeat  offenders  involved  in  fraud.  Do  you  have  any  recommendations  as  to  what 
measures  would  serve  as  sufficient  deterrents  to  repeated  fraudulent  activity? 

Answer.  Repeat  offenders  occur  in  any  criminal  activity  and  most  states  now  have 
recidivist  statutes.  In  the  food  stamp  program,  the  simple  answer  is  disqualification, 
total  and  permanent. 

Question  3.  It  is  my  understanding  that  you  have  observed  experiences  in  which 
households  of  recipients  cited  for  fraud  have  actually  received  increased  benefits 
after  that  member  was  removed  from  eligibility.  If  this  is  correct,  could  you  outline 
how  such  an  anomaly  could  occur? 

Answer.  The  best  instance  would  be  where  the  head  of  household  reports  some, 
but  not  all,  earned  income.  If  a  head  of  household  with  six  children  and  a  spouse 
reported  enough  income  to  register  an  affect  on  the  entitlement,  his  arrest  and 
removal  from  the  house  while  imprisoned  for  food  stamp  fraud,  causing  the  loss  of 
the  reported  income,  would  leave  a  household  with  six,  instead  of  seven  members. 
No  benefit  would  be  paid  for  the  lost  family  member,  but  the  loss  of  reported 
income  could  allow  an  increase  in  benefit. 
Respectfully, 

M.  S.  Atwater, 
Assistant  State  Attorney. 

Attachment. 


DuVal 


Nassau 


Clay 


Mailed 

Loss 

Mailed 

Loss 

Mailed 

Loss 

$1,023,710 

$18,512 

$102,424 

0 

$86,961 

$507 

981,545 

16,343 

105,989 

$685 

85,988 

796 

849,761 

19,804 

98,909 

183 

79,038 

533 

687,194 

16,212 

77,208 

262 

69,814 

206 

822,447 

15,177 

81,885 

58 

73,351 

362 

797,729 

13,960 

68,773 

0 

70,722 

10 

815,416 

13,260 

75,540 

126 

71,605 

1,481 

775,084 

9,809 

76,511 

370 

70,775 

413 

715,471 

8,436 

74,299 

551 

68,638 

318 

664,203 

10,985 

71,748 

271 

69,190 

190 

720,285 

8,758 

76,622 

107 

67,332 

0 

688,727 

6,814 

72,109 

744 

67,736 

414 

709,187 

13,573 

73,813 

599 

63,578 

262 

647,502 

14,357 

70,682 

487 

67,634 

494 

652,382 

14,594 

58,047 

473 

60,490 

862 

663,027 

12,866 

59,434 

345 

60,959 

597 

539,190 

12,669 

54,726 

607 

60,005 

59 

632,189 

14,827 

46,572 

453 

56,218 

280 

March  1981 

February  1981 

January  1981 

December  1980 .. 
November  1980 ... 

October  1980 

September  1980 . 

August  1980 

July  1980 

June  1980 

May  1980 

April  1980 

March  1980 

February  1980 

January  1980 

December  1979.. 
November  1979 ... 
October  1970 


Statement  of  Jim  Bates,  Supervisor,  County  of  San  Diego,  San  Diego,  Calif. 

Mr.  Chairman,  members  of  the  committee,  my  name  is  Jim  Bates.  I  am  a  member 
of  the  County  Board  of  Supervisors  in  San  Diego,  California.  I  appreciate  this 
opportunity  to  appear  today  before  your  committee  to  report  on  San  Diego's  partici- 

gation  in  the  food  stamp  workfare  demonstration  project  sponsored  by  the  United 
tates  Department  of  Agriculture  (USDA).  I  will  take  this  occasion  to  urge  you  to 
include  workfare  in  future  food  stamp  program  legislation.  I  will  also  present  to  you 
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several  ways  that  future  workfare  legislation  can  modify  the 
the  work-for-benefit  concept,  improve  its  effectiveness,  and  re 

Traditionally,  there  have  been  two  very  different  ideas  about 
vatives  spoke  to  the  idea  of  welfare  reform,  more  accountability  and 
welfare  rolls.  For  their  part,  the  liberal  perspective  was  to  identify  a 
needs  of  the  recipient  as  well  as  the  ideal  of  full  employment.  It 
circumstance  in  which  these  two  philosophies  were  compatible. 

Workfare  is  just  such  a  circumstance.  It  is  a  case  where  several 
objectives  can  be  obtained  almost  simultaneously.  By  providing 
employment  assistance,  the  program  addresses  the  root  causes  of 
welfare  problems.  The  actual  employment  of  welfare  reef 
need  for  such  programs  while  discouraging  those  able  to  1 

I  believe  that  one  experience  in  San  Diego  county  probably  illustrates  i 
beneficial  effects  of  this  program.  In  the  first  thorough  test  of  eligible 
recipients  in  Oceanside  (San  Diego's  3rd  largest  city)  willingness  to  accent  < 
ment  counseling  to  remain  eligible,  68  percent  declined  to  pursue  their 
application. 

We  should  fully  expect  the  resistance  of  the  bureaucracy  to  the  changes  that 
would  occur  with  the  advent  of  workfare.  We  should  not  underestimate  both  the 
power  and  the  number  of  the  welfare  "industry."  But  we  should  also  recognise  that 


workfare  is  a  fair  and  equitable  program  that  benefits  both  society  and  tne  reap*- 
ent.  It  is  a  program  that  has  crossed  the  ideological  battleline  between  the  rispt 
wing  and  the  neoliberal  and  has  become  a  workable  social  assistance  program  for 

thel980's. 

Report  on  San  Diego  County's  participation 

As  part  of  the  Food  Stamp  Act  of  1977,  Congress  mandated  that  the  USDA 
conduct  research  projects  which  would  identify  ways  to  improve  the  administration 
and  effectiveness  of  the  food  stamp  program.  This  mandate  was  in  response  to 
public  concerns  over  the  rapid  expansion  and  increasing  cost  of  the  program. 
Workfare  as  a  pilot  project  is  testing  the  effect  of  the  work-for-benefit  requirement 
on  both  food  stamp  recipients  and  on  the  food  stamp  program. 

San  Diego  has  sucessfully  implemented  the  demonstration  project  and  developed 
data  from  which  the  strengths  and  limitations  of  current  legislation  and  regulations 
can  be  assessed.  San  Diego  has  identified  what  can  be  accomplished  by  workfare  and 
where  problems  exist  within  the  current  structure  of  the  program. 

The  county  of  San  Diego  is  the  largest  of  14  project  sites  in  the  nation  testing  the 
work-for-benefit  concept  in  the  food  stamp  program.  San  Diego  is  considered  a 
pioneer  in  testing  the  work-for-benefit  concept.  Not  only  has  San  Diego  been  partici- 
pating in  workfare  since  its  beginning  in  July  of  1979,  but  since  1977  the  county  has 
administered  a  work-for-benefit  project  in  its  general  assistance  program  which  has 
saved  our  county  millions  of  dollars  in  county  funds. 

The  voters  of  San  Diego  county  at  the  November  4,  1980  general  election  were 

S'ven  an  opportunity  to  express  their  views  on  the  work-for-benefit  concept  San 
iego  county  voters  were  asked  on  ballot  proposition  C:  "should  the  county  of  San 
Diego,  where  legally  possible,  deny  welfare  benefits  to  able-bodied  recipients  who 
refuse  to  perform  work  in  return  for  welfare  benefits?" 

San  Diego  county  voters  overwhelmingly  approved  proposition  C  by  a  vote  of  89 
percent.  Rarely  has  there  been  such  conclusive  approval  of  a  measure  submitted  to 
the  voters  during  a  general  election. 

The  county  of  San  Diego  board  of  supervisors  is  committed  to  the  philosophy  that 
only  the  truly  needy  should  reap  the  benefits  of  our  Nation's  welfare  programs. 
Those  who  are  able-bodied  should  work  in  return  for  their  benefits. 

Concern  has  been  expressed  about  the  relatively  high  cost  of  the  workfare  project 
during  its  first  year  of  operations.  The  cost  was  high!  However  my  county  was 
willing  to  expend  the  necessary  funds  to  test  this  valuable  concept. 

I  hasten  to  remind  your  committee  that  this  is  a  demonstration  project  to  test  the 
feasibility  of  the  work-for-benefit  concept  and  to  identify  inefficiences.  Because  this 
is  a  demonstration  project,  there  are  additional  costs  incurred  which  otherwise 
would  not  be  present.  Additional  administrative  staff  were  hired  to  collect  and 
compile  data  and  to  monitor  the  effects  of  the  program.  Some  of  this  staff  would  not 
be  needed  if  this  were  not  a  demonstration  project. 

Opportunities  for  improvement 

It  is  important  to  emphasize  that  the  current  workfare  demonstration  project  in 
San  Diego  operates  within  existing  law  and  USDA  rules  and  regulations. 

Problem  areas  resulting  from  legislative  constraints  have  been  identified.  These 
problem  areas  significantly  influence  the  effectiveness  of  this  program  and  should 
be  addressed  by  legislative  change.  These  problems  are: 
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1.  Funding. — Workfare  legislation  does  not  provide  incentives  for  local  jurisdic- 
tions to  participate  in  workfare.  Currently,  savings  that  result  from  the  deterrent 
effect  of  workfare  accrue  only  to  the  Federal  budget,  while  added  costs  of  providing 
worksites  and  monitoring  the  workfare  program  are  borne  by  the  states  and  coun- 
ties. 

I  therefore  recommend  that  your  committee  incorporate  into  subsequent  legisla- 
tion my  proposal  to:  "Provide  100  percent  Federal  funding  of  the  administrative 
costs  of  the  work-for-benefit  requirement  in  the  food  stamp  program." 

2.  Job  search  period.—  Workfare  participants  are  now  provided  with  a  30-day 
period  to  find  employment  before  any  workfare  obligation  is  imposed.  San  Diego 
County's  first  year's  experience  indicates  that  the  30-day  job  search  period  is  too 
long  and  precludes  many  food  stamp  recipients  from  demonstrating  their  willing- 
ness to  work  for  their  food  stamps.  It  also  increases  the  time  required  to  move 
participants  through  the  steps  that  lead  participants  to  work. 

I  therefore  recommend  that  your  committee  incorporate  into  subsequent  legisla- 
tion my  proposal  to:  "Eliminate  the  30  day  job  search  period  and  require  food  stamp 
recipients  to  participate  in  a  work  test  prior  to  receiving  food  stamp  benefits. ' 

3.  Sanctions. — Under  current  workfare  legislation,  a  food  stamp  recipient  who 
refuses  to  comply  with  the  workfare  requirements  is  ineligible  to  participate  in  the 
food  stamp  program  for  one  month. 

If  the  workfare  requirement  is  to  deter  those  able-bodied  food  stamp  recipients, 
deemed  unwilling  to  fulfill  their  workfare  obligation,  from  participating  in  the  food 
stamp  program,  a  more  stringent  penalty  is  required. 

I  therefore  recommend  that  your  committee  incorporate  into  subsequent  legisla- 
tion my  proposal: 

"To  provide  for  a  stronger  penalty  for  failure  to  comply  with  the  workfare 
requirements.  I  urge  you  to  extend  the  length  of  the  penalty  period  and  to  apply  the 
penalty  to  the  entire  food  stamp  household,  rather  than  just  to  the  individual." 

4.  Exemptions.—  During  San  Diego's  first  year  of  operations,  over  95  percent  of  the 
county's  total  food  stamp  population  was  exempt  from  workfare.  Current  food  stamp 
requirements  exempt  many  able-bodied  food  stamp  recipients  from  work  registra- 
tion and  therefore  from  workfare.  The  exemption  of  these  able-bodied  people  from 
workfare  does  not  provide  them  with  the  opportunity  to  demonstrate  their  willing- 
ness to  work  for  benefits. 

I  therefore  recommend  that  your  committee  incorporate  into  subsequent  legisla- 
tion my  proposal: 

"To  revise  current  work  registration  requirements  so  that  all  able-bodied  food 
stamp  recipients  are  required  to  seek  work  and  participate  in  workfare.  I  propose 
that  the  only  recipients  that  should  be  excluded  from  this  requirement  are  children, 
the  elderly,  the  disabled  and  pregnant  women." 

Summary 

In  summary,  my  purpose  for  appearing  before  your  committee  today  has  been  to 
report  on  San  Diego's  experience  with  workfare,  to  urge  you  to  incorporate  the 
work-for-benefit  concept  into  food  stamp  program  legislation,  and  to  recommend  to 
you  legislative  changes  that  can  make  the  program  work.  I  am  recommending: 

A  provision  for  100  percent  Federal  funding  of  costs  associated  with  the  adminis- 
tration of  the  work-for-benefit  requirement  in  the  food  stamp  program; 

A  provision  to  eliminate  the  30  day  job  search  period  and  require  food  stamp 
recipients  to  participate  in  a  work  test  prior  to  receiving  food  stamp  benefits; 

A  provision  to  provide  for  a  more  stringent  penalty  for  failure  to  comply  with  the 
workfare  requirements;  and 

A  provision  to  revise  current  work  registration  requirements  so  that  all  able- 
bodied  food  stamp  recipients  are  required  to  seek  work  and  participate  in  workfare, 
exempting  only  children,  the  elderly,  the  disabled,  and  pregnant  women. 

That  concludes  my  testimony  before  your  committee.  I  would  be  pleased  to  re- 
spond at  this  time  to  any  questions  which  your  committee  might  have. 

[The  following  material  was  submitted  by  Ms.  Holly  Browne.  See 
p.  186  for  the  oral  testimony  of  Ms.  Browne.] 

Foods  Expected  To  Be  Available,  SY  and  Fiscal  Year  1981 


Section  6/32-type  commodities  (Group  A) 

ghs/ Drums  Turkey  Rolls 

aded  Poultry,  Canned 

Chicken,  Frozen  Cut-up  Turkeys,  Whole 


Chicken,  Frozen,  Thighs/Drums  Turkey  Rolls 

Chicken,  Cooked  Breaded  Poultry,  Canned  Boned 
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Turkeys,  Chilled,  Bulk 
Pork,  Canned 
Pork,  Frozen  Ground 
Beef,  Frozen  Ground,  Bulk 
Beef,  Frozen  Patties 
Applesauce,  Canned 
Apples,  Fresh 
Pineapple,  Canned 
Peaches,  Canned 
Pears,  Canned 
Apricots,  Canned 
Raisins 
Beans,  Dry 
Beans,  Dry,  Canned 
Beans,  Vegetarian,  Canned 


Green  Beans,  Canned 

Green  Beans,  Frozen 

Corn,  Canned 

French  Fries,  Deep,  Frozen 

French  Fries,  Oven,  Frozen 

Potato  Rounds 

Potatoes,  Dehydrated,  Instant 

Peas,  Frozen 

Peas,  Canned 

Sweetpotatoes,  Canned 

Tomato  Catsup 

Tomato  Paste 

Tomatoes,  Canned 

Vegetables,  Mixed  Frozen 

Prunes,  Pitted  Dried 


Section  klS-type  commodities  (Group  B) 


Bulgur 

Cornmeal 

Flour 

Grits,  Corn 

Macarioni 

Oats,  Rolled 

Peanut  Butter,  Smooth  or  Chunky 

Peanut  Granules 


Peanuts,  Roasted 
Rice,  Brown  and  Milled 
Wheat,  Rolled 
Soybean  Oil 
Soybean  Shortening 
Spaghetti 
Mozzarella  Cheese 


Section  klS-type  commodities  (Group  C)  bonus 

Butter  Milk,  NFD 

Cheese,  except  Mozzarella 
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Statement  of  Eugene  L.  Stockwell,  on  Behalf  of  the  National  Council  of 
the  Churches  of  Christ  in  the  U.S.A. 

Mr.  Chairman,  and  members  of  the  Senate  Agriculture  Committee,  I  am  Eugene 
L.  Stockwell,  Associate  General  Secretary  for  Overseas  Ministries  of  the  National 
Council  of  the  Churches  of  Christ  in  the  U.S.A.,  with  headquarters  at  475  Riverside 
Drive,  New  York  City. 

The  National  Council  of  Churches  brings  together  in  cooperative  relationships  32 
constituent  denominations,  which  are  extensively  involved  in  national  and  world- 
wide denominational  and  ecumenical  ministries  of  mission  and  service,  involving 
the  membership  of  more  than  thirty-seven  million  U.S.  citizens.  The  Council  does 
not  speak  for  those  denominations  as  such,  but  officially  delegated  representatives 
of  those  denominations  make  up  the  Governing  Board  of  the  Council  and  determine 
its  policy  and  practice. 

I  also  speak  here  as  a  former  Commissioner  of  the  Presidential  Commission  on 
World  Hunger,  appointed  in  1978  by  President  Jimmy  Carter,  which  Commission 
presented  its  final  report  in  March  1980,  just  a  year  ago.  On  many  issues  there  were 
divisions  of  view  in  the  Commission,  made  up  of  a  bipartisan  membership,  but  on 
one  issue  there  was  unanimous  agreement,  namely: 

"Federal  feeding  programs  such  as  the  School  Lunch;  Women,  Infants  and  Chil- 
dren; and  Food  Stamp  Programs  have  been  very  successful  in  addressing  the  prob- 
lems of  hunger  and  malnutrition  in  the  United  States."  (Overcoming  World  Hunger: 
The  Challenge  Ahead,  Report  of  the  Presidential  Commission  on  World  Hunger, 
page  185). 

Furthermore,  one  of  the  central  recommendations  of  the  Commission  in  the 
domestic  area  was  that: 

"The  Administration  and  the  Congress  act  to  remove  the  expenditure  limit  on 
Federal  funding  for  Food  Stamps,  to  increase  resources  for  all  domestic  feeding 
programs  which  have  a  demonstrated  record  of  success,  and  to  improve  outreach 
efforts  and  certification  procedures  to  increase  participation  among  eligible  citizens, 
with  special  attention  to  utilizing  the  resources  of  local  private  voluntary  organiza- 
tions." (page  190) 

Proposals  now  before  Congress  radically  to  reduce  the  Food  Stamp  program  of  our 
nation  fly  in  the  face  of  these  sober  recommendations.  I  am  certain  that  none  of  my 
fellow  Commissioners  would  gainsay  the  right  of  a  new  administration  to  institute  a 
wide  range  of  new  and  different  policies  from  those  pursued  by  a  predecessor 
administration,  but  I  am  sure  that  it  is  also  clear  that  none  of  us  who  served  on  the 
Commission  could  rest  easy  with  any  change  in  policy  direction  which  would  cause 
physical  hunger  to  many  of  our  poorest  fellow-citizens,  and  there  seems  to  be  little 
question  that  a  major  cutback  in  Food  Stamp  assistance  will  produce  exactly  that 
result. 

The  Presidential  Commission  on  World  Hunger  believed  that  the  elimination  of 
hunger,  at  home  and  abroad,  could  be  achieved  substantially  by  the  year  2000,  at 
least  in  its  worst  aspects.  But  such  success,  the  Commission  fully  realized,  is  depend- 
ent on  the  political  will  of  government. 

"The  outcome  of  the  war  on  hunger,  by  the  year  2000  and  beyond,  will  be 
determined  not  by  forces  beyond  human  control,  but  by  decisions  and  actions  well 
within  the  capability  of  nations  and  people  working  individually  and  together." 
(page  185) 

The  National  Council  of  the  Churches  of  Christ  in  the  U.S.A.  believes  that  the 
threatened  cut  in  the  Food  Stamp  program,  along  with  cuts  in  other  feeding  pro- 
grams, raise  the  specter  of  very  real  hunger  among  our  poorest  citizens,  an  outcome 
we  deem  utterly  unacceptable  in  this  wealthiest  civilized  nation  on  earth. 

If,  for  instance,  there  were  to  be  a  reduction  of  $1.8  billion  in  1982  in  the  Food 
Stamp  program,  it  would  appear  that  2,000,000  Americans  would  be  directly  affect- 
ed by  loss  of  such  assistance.  Forty-three  percent  of  those  who  receive  such  aid 
would  receive  fewer  stamps.  Worst  of  all,  the  elderly  and  the  working  poor  would  be 
hit  the  hardest.  If  one  remembers  that  right  now  the  Food  Stamp  benefits  received 
by  participants  averages  out  to  about  $1.30  per  person  per  day— hardly  the  basis  for 
a  sufficient  diet  and  barely  enough  as  a  supplement  for  already  meaner  incomes — it 
is  not  difficult  to  envisage  a  terribly  serious  impact  on  nutrition  and  health  from  a 
large-scale  cutback  in  assistance. 

As  I  understand  it,  the  administration  has  marked  the  Food  Stamp  Program  for 
cuts  of  $1.8  billion  in  fiscal  year  1982,  and  a  total  of  $11.7  billion  by  fiscal  year  1986. 
Savings  would  be  realized  primarily  by: 

Reducing  food  stamp  allotments  to  families  with  schoolage  children  who  may 
receive  school  lunches; 
Setting  a  gross  income  level  of  130  percent  of  poverty  for  eligibility; 
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I>*>rrrr..r.ir4j  eligibility  by  income  in  a  previous  period  rather 

1Uj\>tj%  the  annual  inflation  adjustments  on  deduction*  from  incasae 
calculate  benefit*:  and 

Revoking  scheduled  improvements  in  deduction*  and  in  the  way  ■ 
benefit*  are  adiusted  to  reflect  food  price  increases 
These  cut*  would  mean  both  smaller  benefit*  and  fewer  redpii  nil  Sosae  1 
person*,  in  W)/M  household*,  would  lose  eligibility;  most  of  them  are  the 
poor.  Benefit  level*  for  all  recipient*  would  be  affected,  but  tamibe*  wha 
ment*  would  be  cut  by  up  a*  to  $11 -SO  per  month  for  each  i 
bear  the  worst  immediate  burden.  Many  of  those  families  are  among  the 
the  poor.  Failure  to  adjust  deductions  for  inflation  would  institute  a 
increase  in  the  burden  recipient*  bear  a*  more  and  more  of  their 
dollar*  over  the  years  were  claimed  by  rising  costs  of  other 


"?£■ 


is  at  stake  here,  Mr.  Chairman,  is  not  just  a  proposal  that ; 
and  threatens  hunger  in  our  land.  What  is  at  stake  is  our  commitment ; 
to  the  ideals  we  proclaim  about  liberty  and  justice  for  alL  A  philosophy 
penalizes  the  poor  while  favoring  the  wealthy  circumscribes  the  liberty  *V  the  1 
fortunate  of  our  citizens  and  make*  a  mockery  of  the  justice  they  have  every  right 
to  expect.  We  speak  these  days  of  spending  additional  billions  for  national  semi  sly 
and  defense,  yet  at  this  very  moment  we  face  the  imminent  possibility  ef  wide- 
spread insecurity  for  our  own  people  here  at  home.  No  talk  of  a  "safety  net"  will 
provide  comfort  or  food  for  those  who  in  reality  see  their  meager  dependence  on 
Food  Stamps  eroded  or  eliminated. 

As  a  member  of  the  Presidential  Commission  on  World  Hunger  I  urge  you  to 
stand  firmly  against  the  efforts  to  cut  the  Food  Stamp  Program.  We  need  to  bufld 
on  our  successes,  not  demolish  them,  and  there  is  no  doubt  that  the  Food  Stamp 
Program,  with  whatever  imperfections  it  may  have,  is  demonstrably  a  successful 
and  cc*n passionate  national  effort  to  feed  the  neediest  of  our  people  and  to  combat 
malnutrition. 

As  a  representative  of  the  National  Council  of  the  Churches  of  Christ  in  the 
VS. A.  I  urge  you  to  face  this  issue  not  only  in  terms  of  economics  but  principally  in 
terms  of  morality  and  justice.  I  fear  that  if  we  lose  this  opportunity  to  help  our 
neediest  citizens  by  the  continuation,  indeed  expansion,  of  the  Food  Stamp  Program 
we  will  be  claiming  for  ourselves  the  description  of  being  an  immoral  minority  who 
turn  a  deaf  ear  to  the  claims  of  millions  of  needy  persons  in  our  land. 

Mr.  Chairman,  we  look  to  this  Committee,  which  in  the  past  has  taken  leadership 
in  this  matter,  to  reassert  again  its  defense  of  the  neediest  and  to  stand  against  an 
unjustifiable  onslaught  on  the  Food  Stamp  Program  so  greatly  needed  by  our  nation 
today. 

Thank  you. 


Statement  of  Andrew  J.  Pasden,  Jr.,  Former  Member,  Investigations  Staff, 
Senate  Committee  on  Appropriations 

ways  to  eliminate  waste  in  the  food  stamp  program 

Mr.  Chairman  and  members  of  the  committee,  my  name  is  Andrew  Pasden,  and  it 
is  a  distinct  honor  to  appear  before  you  today  on  a  matter  as  important  as  the  food 
stamp  program.  The  topic  of  my  testimony  is  a  report  entitled  "need  for  an  overall 
strategy  to  combat  fraud,  worker  errors,  and  regulation  loopholes  in  the  Depart- 
ment of  Agriculture's  food  stamp  program."  The  report  is  based  on  a  review  in 
which  I  participated  while  a  staff  member  of  the  investigations  staff  of  the  Senate 
Committee  on  Appropriations.  The  review  was  performed  at  the  request  of  the 
Subcommittee  on  Agriculture,  Rural  Development,  and  Related  Agencies;  and,  the 
report  was  submitted  to  them  in  November  1980.  My  prepared  statement  highlights 
the  major  findings,  conclusions  and  recommendations  in  that  report. 

The  review  indicated  a  general  agreement  that  the  food  stamp  program  is  making 
a  significant  contribution  to  the  nutritional  well-being  of  needy  Americans. 

However,  the  program,  as  currently  administered  by  the  States,  in  accordance 
with  Federal  regulations,  is  particularly  vulnerable  to  fraud  and  abuse.  An  un- 
known amount  of  benefits  issued  in  the  program  is  wasted  because  of  fraud  by 
recipients,  errors  by  program  workers,  and  loopholes  in  food  stamp  regulations. 
Some  of  the  persons  interviewed  during  our  review  estimated  that  the  losses  could 
be  as  high  as  20  percent  annually — or  about  $1.8  million  of  the  program's  $9.2 
billion  total  cost  in  fiscal  year  1980. 
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Inadequate  verification  of  applicant  eligibility 

The  vast  majority  of  the  approximately  300  State  and  local  administrators,  fraud 
investigators,  and  eligibility  workers  whom  we  interviewed  during  our  review,  told 
us  that  it  is  very  easy  for  ineligible  persons  to  get  onto  the  food  stamp  rolls,  and  for 
eligible  persons  to  receive  more  benefits  than  they  are  entitled  to.  Officials  in  each 
of  the  7  States  we  visited  said  the  Federal  regulations  were  too  lax  regarding 
verification  of  eligibility  information  and  seriously  restricted  their  ability  to  detect 
and  prevent  fraud. 

According  to  Federal  regulations  in  effect  at  the  time  this  review  was  conducted, 
eligibility  workers  were  required  to  verify  only  the  applicant's  reported  income, 
alien  status  (if  applicable),  and  any  utility  expenses  that  exceeded  established  stand- 
ards. Any  other  data  used  to  determine  eligibility  and  benefit  levels  could  only  be 
verified  if  it  was  considered  "questionable." 

To  be  considered  questionable,  the  information  given  on  the  application  form  had 
to  be  inconsistent  with  other  statements  made  on  the  application,  with  information 
on  previous  applications,  or  with  information  received  from  other  sources  by  the 
State  agency  responsible  for  the  food  stamp  program.  In  addition,  where  verification 
was  required  to  resolve  questionable  information,  the  regulations  required  special 
documentation  in  the  applicant's  case  file.  The  documentation  was  required  to 
explain  the  reasons  why  the  original  information  was  deemed  questionable  and 
what  additional  documentation  was  used  to  resolve  it. 

Eligibility  workers  told  us  they  often  believed  applicants  had  provided  them 
incorrect  or  misleading  information,  but  they  did  not  question  it  further  because 
they  were  afraid  that  their  interpretation  of  what  constitutes  questionable  would  be 
second-guessed  and  held  against  them  by  their  supervisors.  State  administrators 
told  us  they  were  concerned  that  advocate  and  legal  aid  groups  would  challenge 
additional  verification  efforts.  Most  of  the  workers  and  supervisors  told  us  that  time 
was  not  the  problem,  and  that  it  would  be  more  than  worth  their  while  to  check 
applicant-furnished  data  further  and  prevent  overissuances  at  the  outset  of  a  cli- 
ent's participation  in  the  program.  However,  as  a  result  of  the  regulations,  many 
applicant-furnished  assertions  went  unchallenged,  even  when  they  appeared  unrea- 
sonable. 

State  officials  were  even  more  critical  of  the  lax  verification  procedures  used  to 
issue  food  stamps  to  destitute  households  under  expedited  procedures.  They  charac- 
terized the  situation  as  a  "give-away  program."  In  accordance  with  the  Food  Stamp 
Act,  such  households  must  be  given  a  month's  supply  of  food  stamps  within  2  days 
of  their  application.  According  to  regulations  issued  by  the  Department's  Food  and 
Nutrition  Service  (FNS),  destitute  households  are  those  who  have  little  or  no  income 
at  the  time  of  application,  even  though  they  may  receive  income  at  some  other  time 
during  that  month. 

Households  can  be  certified  for  30  days  under  expedited  procedures  and  are 
required  to  undergo  normal  verification  before  they  can  continue  to  receive  food 
stamps.  State  officials  and  eligibility  workers  told  us  that  they  had  interpreted  the 
regulations  to  mean  that  expedited  services  had  to  be  provided  after  verifying  only 
an  applicant's  identity  and  address.  They  said  such  a  practice  was  probably  result- 
ing in  overissuances,  but  had  no  hard  evidence  to  prove  it. 

However,  FNS,  in  cooperation  with  the  State  of  Texas,  performed  a  special  study 
of  expedited  services.  They  found  that  7  percent  of  the  households  certified  under 
the  expedited  procedures  were,  in  fact,  ineligible  to  receive  any  food  stamps.  The  7 
percent  ineligibility  rate  is  twice  the  rate  experienced  in  the  rest  of  Texas'  food 
stamp  population.  We  concluded  that  Texas'  ineligibility  rate  for  expedited  services 
was  probably  not  representative  of  the  nationwide  situation  because  Texas  was 
making  a  considerably  greater  effort  than  the  other  States  we  visited  to  verify  as 
much  applicant-supplied  information  as  possible  prior  to  granting  stamps  under 
expedited  services.  Thus,  the  percentage  of  ineligible  households  receiving  stamps 
under  expedited  services  is  likely  to  be  even  higher  in  other  States. 

At  about  the  time  we  issued  our  report,  FNS  began  another  study  of  expedited 
services  in  New  Jersey  which  should  cast  additional  light  on  the  extent  of  overis- 
suances caused  by  this  service.  The  committee  may  wish  to  request  that  FNS 
provide  the  results  of  that  study. 

In  January  1981,  FNS  issued  revised  verification  regulations  including  some  appli- 
cable to  expedited  services.  If,  as  stated  in  our  report,  the  final  version  is  substan- 
tially the  same  as  that  proposed  in  August  1980,  the  regulations  could  result  in  a 
significant  reduction  in  food  stamp  overissuances. 

We  stated  that  the  revised  guidelines  should  require  states  to  verify  those  eligibil- 
ity factors  found  to  be  most  error  prone.  Instead,  the  revision  makes  the  additional 
verification  optional. 
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Ij(i/:k  of  fraud  prosecutions 

Despite  the  susceptibility  of  the  program  to  fraud,  only  a  few  states  actually 
detect  and  prosecute  such  activities.  Three  states  accounted  for  over  60  percent  of 
the  prosecutions  reported  to  the  Department  for  fiscal  year  1978,  and  two  of  these 
three  accounted  for  28  percent  in  fiscal  year  1979.  No  one,  including  the  Depart- 
ment's inspector  general,  knows  how  much  money  is  lost  nationally  because  of  food 
stamp  fraud.  This  is  partly  because,  until  very  recently,  FNS  has  not  even  leuuiied 
that  states  report  on  their  prosecution  activity. 

Several  state  and  local  officials  told  us  that  fraud  could  be  causing  as  much  aa  50 
percent  of  the  dollar  value  of  overissuances  identified  by  FNS*  quality  contiul 
system.  The  latest  available  dollar  loss  estimate  from  that  system  projects  losses  of 
about  10.2  percent  of  all  benefits  issued — or  almost  $1  billion  a  year.  Hie  only 
attempt  of  which  I  am  aware,  to  statistically  measure  the  amount  of  money  lost 
because  of  food  stamp  fraud  was  performed  by  the  auditor  general  of  the  state  of 
Florida.  That  study  concluded  that  16  percent  of  all  the  recipients  given  food  stamps 
in  Florida  during  November  1979,  received  all,  or  part  of  their  benefits  through 
"probable  misrepresentation  of  facts" — resulting  in  a  statewide  projected  dollar  loss 
of  $4.1  million  for  that  month  alone.  I  will  not  go  into  the  details  of  that  stony 
because  I  understand  that  a  representative  of  the  auditor  general  will  be  providing 
testimony  at  these  hearings. 

To  illustrate  the  program's  vulnerability  to  fraud  and  abuse,  our  report  described 
a  situation  in  Florida  in  which  an  organized  ring,  headed  by  an  individual  woman, 
obtained  an  estimated  $131,000  in  food  stamps  by  enrolling  at  least  190  fictitious 
households.  The  ring  fabricated  all  documentation  needed  to  satisfy  the  program's 
verification  requirements,  including  birth  certificates,  proofs  of  income,  social  secu- 
rity cards,  and  resident  addresses.  The  state's  attorney,  who  successfully  prosecuted 
this  case,  summed  up  the  situation  as  follows: 

'The  manner  in  which  this  woman  successfully  met  every  requirement  of  the  food 
stamp  program  with  completely  fictitious  documentation  and  information  illustrates 
the  necessity  for  strengthening  the  requirements  concerning  eligibility  to  receive 
food  stamps. 

Again,  I  defer  to  the  Florida  auditor  general's  office  for  details  on  this  case 
because  that  office  participated  in  the  investigations. 

Present  legislation  does  provide  FNS  and  the  states  with  the  tools  needed  to 
pursue  fraud  cases,  but  as  the  figures  have  shown,  most  states  appear  to  be  disinter- 
ested in  pursuing  such  cases,  even  with  increased  federal  funding  to  serve  as  an 
incentive  to  do  so.  In  our  report,  we  recommended  that  FNS  require  each  state  to 
report  on  their  current  and  planned  antifraud  activities  as  they  relate  to  the  food 
stamp  program,  including  any  factors  which  might  be  inhibiting  their  efforts  in  this 
area.  Based  on  these  reports,  we  recommended  that  the  Secretary  of  Agriculture 
implement  a  nationwide  strategy  to  combat  food  stamp  fraud. 

Food  stamp  regulations  contain  costly  loopholes 

In  addition  to  overissuances  created  by  fraud  and  errors,  an  unknown  amount  of 
federal  money  is  lost  daily  because  of  loopholes  in  the  food  stamp  program's  regula- 
tions. Because  of  these  loopholes,  many  recipients  get  more  benefits  than  the  Con- 
gress intended  and  others,  whom  Congress  never  intended  to  participate,  receive 
food  stamps. 

Officials  in  every  state  we  visited  expressed  concern  about  these  loopholes  and 
said  they  had  submitted  written  comments  to  FNS  in  which  they  identified  and 
explained  the  ramifications  of  many  of  these  loopholes  when  the  regulations  were 
originally  proposed.  The  state  officials  said  that  FNS  ignored  their  warnings  and 
retained  the  loopholes  in  the  final  regulations.  Following  is  a  brief  description  of  the 
four  loopholes  we  discussed  in  our  report. 

1.  Full  months  allotment  in  month  of  application,— Recipients  are  given  a  full 
month's  allotment  of  food  stamps  in  their  initial  month  of  participation  regardless 
of  the  time  of  the  month  they  apply — even  if  it  happens  to  be  the  last  day  of  the 
month  and  they  may  be  given  another  month's  allotment  the  next  day.  Section 
ll(eX3)  of  the  act  says  that  state  agencies  must  provide  eligibile  households  an 
allotment  retroactive  to  the  period  of  application.  FNS,  in  section  273.10(aXl)  of  its 
regulations  defines  the  period  of  application  as  the  entire  calendar  month  in  which 
the  household  filed  its  application.  We  took  the  position  in  our  report  that  the 
practice  of  providing  food  stamps  for  the  days  preceding  the  date  of  application  is 
questionable.  Most  of  the  state  and  local  officials  agreed  with  us.  One  eligibility 
worker  summed  up  the  situation  quite  aptly.  He  said  he  never  understood  the 
regulation  because  it  appeared  to  provide  food  stamps  for  "retroactive  eating." 

FNS  had  no  statistics  on  the  percentage  of  the  food  stamp  population  that  is  in  its 
initial  month  of  participation.  However,  because  people  are  continuously  moving  in 
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and  out  of  the  program,  the  percentage  is  relatively  high.  For  example,  we  were 
able  to  determine  that  in  Texas,  for  the  7-month  period  ended  September  1980,  an 
average  of  9.2  percent  of  the  recipients  were  in  their  initial  month  of  participation. 
In  Wisconsin,  we  found  the  percentage  to  be  16.1  for  the  5-month  period  ended  June 
30,  1980.  At  such  levels,  prorating  benefits  from  the  date  of  application  would 
provide  a  substantial  program  savings.  In  our  report,  we  estimated  that  if  only  an 
average  of  5  percent  of  the  nation's  food  stamp  population  were  in  their  initial 
month  of  participation  at  any  given  time,  nearly  $250  million  could  be  saved  in 
fiscal  year  1981  merely  by  prorating  benefits  based  on  the  time  remaining  between 
the  date  of  application  and  the  end  of  the  month. 

We  recommended  that  FNS  revise  its  regulations  to  define  the  period  of  applica- 
tion as  beginning  with  the  date  of  application  and  prorating  the  benefits  from  that 
date. 

2.  Ineligible  aliens '  income  and  resources  ignored  in  determining  households '  eligi- 
bility and  benefits. — The  act  restricts  participation  in  the  program  to  residents  of 
the  United  States  who  are  either  citizens  or  aliens  meeting  specific  criteria.  Yet,  the 
regulations  expressly  prohibit  eligibility  workers  from  considering  the  income  and 
resources  of  an  ineligible  alien  living  in  a  household  when  determining  that  house- 
hold's food  stamp  eligibility  or  benefit  level.  As  a  result,  according  to  state  officials, 
households  with  incomes  and  assets  in  excess  of  eligibility  limits  could  be  receiving 
food  stamps.  State  officials  questioned  the  logic  of  such  a  regulation,  especially  in 
situations  where  the  ineligible  alien  is  that  household's  principal  wage  earner. 

In  one  county,  officials  told  us  they  believed  some  legal  aliens  actually  tell  food 
stamp  workers  that  they  are  illegal  aliens,  because  their  incomes,  if  counted,  would 
make  the  entire  household  ineligible  for  the  program. 

Congress  recognized  the  existence  of  this  loophole  and  closed  it  when  it  enacted 
the  food  stamp  amendments  of  1980.  Those  amendments  became  effective  on  May 
26,  1980,  but,  FNS  has  not  yet  issued  regulations  to  implement  this  change  in  the 
law.  We  recommended  that  because  the  amendments  provide  no  discretion  in  this 
matter,  and  funds  continue  to  be  wasted,  FNS  should  take  action  to  implement  this 
change  immediately. 

3.  Replacement  of  stolen  food  stamp  coupons. — Under  current  regulations,  state 
agencies  routinely  reissue  food  stamp  coupons  to  recipients  who  claim  to  have  had 
them  stolen  after  receipt,  in  the  amount  recipients  attest  was  stolen,  as  often  as  the 
recipients  make  such  claims,  and  even  when  the  recipients'  negligence  contributed 
to  the  theft. 

The  regulations  do  require  recipients  to  sign  a  statement  attesting  to  the  theft, 
and  to  submit  proof  that  they  reported  it  to  the  local  police.  However,  the  regula- 
tions do  not  place  a  limit  on  the  number  of  times  any  household  can  have  stolen 
coupons  replaced,  nor  do  they  place  a  maximum  on  the  value  of  coupons  that  state 
agency  must  replace  in  any  one  instance.  If  attested  to  by  the  recipients,  the  agency 
would  be  required  to  reissue  coupons  valued  in  excess  of  the  recipient's  current 
month's  total  allotment. 

In  an  audit  performed  in  Dade  County,  Florida,  the  Department's  Office  of  Inspec- 
tor General  found  that  in  the  11  months  ended  May  1980,  994  food  stamp  allotments 
reported  as  stolen  and  valued  at  $128,030  were  replaced  in  that  county  alone.  Of  the 
994  replacements,  103,  valued  at  $13,570  involved  recipients  who  claimed  to  have 
had  coupons  stolen  more  than  once.  The  OIG  found  one  recipient  who  had  his 
allotment  replaced  five  times  within  a  nine-month  period,  for  a  total  of  $700. 

We  recognized  in  our  report  that  some  recipients  truly  have  their  food  stamps 
stolen  though  no  fault  of  their  own.  However,  we  believed  that  FNS  should  limit  its 
liability  in  the  area.  It  should  be  noted  that  other  income  security  programs  do  not 
reissue  benefits  in  such  instances. 

FNS  issued  proposed  regulations  on  January  27,  1981,  to  alter  its  position  in  this 
area  and  the  public  comment  period  on  that  proposal  closed  March  30.  The  new 
regulation,  if  adopted  as  proposed,  would  limit  the  number  of  times  any  one  house- 
hold could  have  stolen  coupons  replaced  to  only  once  during  a  six-month  period.  In 
addition,  under  the  proposed  regulations,  the  amount  of  any  replacement  could  not 
exceed  one  month's  allotment. 

We  had  recommended  that  FNS  place  a  definite  limit  on  the  number  of  replace- 
ments it  would  make  to  any  household  within  a  specified  period  such  as  only  once 
during  a  12-month  period.  Also,  we  recommended  that  FNS  not  replace  all  the 
coupons  a  household  claimed  as  stolen,  but  instead  provide  coupons  only  for  the 
days  between  the  date  the  theft  was  reported  to  the  police  and  the  end  of  the 
month.  FNS'  proposed  regulations  go  a  long  way  toward  closing  this  loophole, 
however,  they  do  not  go  as  far  as  we  had  recommended  in  our  report. 

Standard  utility  allowance  not  prorated. — Food  stamp  households  can  be  living  in 
and  sharing  the  costs  of  a  dwelling  with  other  households  and  getting  credit  for  the 
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Our  report  concluded  that  FNS  had  not  been  verv  effective  in  managing  the  food 
stamp  program  became  it  ha*  not  developed  meaningful  standards  to  mr 
compare  mates'  efficiency  and  effectiveness  in  carrying  out  food  stamp  1 
The  indicator*  presently  available  to  FNS  are  meaningless  in  compari 
peritrrmancm.  Although  the  1977  Food  Stamp  Act  called  for  the  development  of 
standards  to  assist  in  reviewing  States'  performance,  FNS  has  not  yet  complied. 

FNS  awarded  a  contract  to  a  management  consulting  firm  for  a  performance 
measurement  system  which  was  supposed  to  be  completed  in  November  1980;  how- 
ever, we  did  not  believe  the  study  would  provide  a  usable  system  because  of 
deficiencies  in  the  raw  data  being  used  by  the  firm.  In  a  work  plan,  submitted  to 
FN8  in  March  1980,  the  contractor  pointed  out  the  problems  with  the  raw  data  and 
acknowledged  that  the  study  would  not  result  in  a  usable  performance  measure- 
ment system.  The  study,  however,  was  not  terminated  or  revised  at  that  time. 

Home  State*  have  begun  developing  their  own  performance  measurement  systems. 
We  recommended  that  FNS  meet  with  representatives  of  these  and  other  interested 
States  to  develop  a  performance  measurement  system  that  could  be  used  nation- 
wide. Without  such  a  system,  we  felt  that  FNS  could  not  perform  the  basic  manage- 
ment function  of  comparing  the  operating  efficiency  and  effectiveness  of  the  various 
State*.  Nearly  4  years  have  gone  by  since  the  passage  of  the  1977  Act  and  FNS  still 
ha*  not  met  the  Act's  mandates.  Accordingly,  we  recommended  that  the  Secretary 
of  Agriculture  be  directed  to  take  immediate  steps  to  develop  a  usable  performance 
measurement  system,  to  report  a  timetable  for  its  development  to  the  appropriate 
congressional  committees,  and  to  report  periodically  on  the  progress  in  this  area. 

Htnte  officials  told  us  that  FNS'  delays  in  issuing  regulations  placed  a  great  deal 
of  pressure  on  them  to  maintain  program  continuity.  They  said  they  were  forced  to 
Issue  internal  State  operating  guidelines  and  report  to  FNS  on  their  activities 
without  formal  guidance.  For  example,  although  FNS'  certification  manual  imple- 
menting the  1977  act  was  still  in  draft  form  as  late  as  October  1980,  States  had  to 
Imup  manual*  to  eligibility  workers  and  spent  considerable  sums  of  money  to  train 
their  worker*  and  program  their  computers  in  accordance  with  the  manual.  Once 
the  Federal  manual  is  completed,  States  may  be  faced  with  the  large  expense  of 
redoing  these  activities  to  conform  to  the  new  manual. 

Also,  moat  State  officials  said  they  had  a  difficult  time  getting  responses  from 
FN8  to  their  requests  for  policy  clarifications  and  technical  assistance  in  imple- 
menting the  1977  Act.  They  said  that  the  routing  of  questions  and  answers  through 
FN8'  rational  offices  delayed  the  process  and  that  they  could  not  wait  the  weeks 
required  to  resolve  their  problems.  As  a  result,  they  said  they  usually  made  the 
decision  and  implemented  it  prior  to  asking  FNS  for  guidance.  Then,  if  FNS  came 
back  with  a  different  interpretation,  they  revised  their  policy  accordingly. 
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Careful  evaluation  of  funding  needed 

In  our  report,  we  also  said  that  although  we  believed  there  would  be  significant 
program  savings  if  our  recommendations  were  implemented,  we  cautioned  that 
merely  reducing  the  appropriation  for  the  program  would  not  in  itself  result  in 
improvements.  Our  recommendations  included  changes  in  the  basic  Food  Stamp 
Act,  administrative  procedures,  and  program  regulations.  Arbitrary  reductions  in 
appropriations  will  trigger  sections  of  the  Food  Stamp  Act  that  require  benefit 
cutbacks  to  all  recipients — including  those  who  are  most  in  need  of  assistance — and 
will  not  automatically  eliminate  ineligible  persons  or  reduce  program  errors  or 
fraud.  In  fact,  carrying  out  some  of  the  recommendations  in  our  report  may  require 
additional  administrative  funding. 


Statement  of  Dr.  Robert  L.  Rizek,  Director,  Consumer  Nutrition  Center, 
Science  and  Education  Administration,  U.S.  Department  of  Agriculture 

Mr.  Chairman  and  members  of  the  committee,  the  thrifty  food  plan  (TFP),  devel- 
oped by  USDA  in  1975,  is  the  least  costly  of  the  four  USDA  family  food  plans.  It  was 
adopted  as  the  basis  for  the  coupon  allotment  for  the  Food  Stamp  Program  (FSP), 
effective  January  1976  (Federal  Register,  Vol.  40,  No.  231— Monday,  December  1, 
1975)  and  incorporated  into  the  Food  Stamp  Act  of  1977,  Public  Law  95-113,  ap- 
proved 9/29/77. 

The  TFP  is  a  research-based  set  of  economical  and  nutritious  diets  that  reflects 
insofar  as  possible  food  choices  of  households  with  limited  food  budgets.  The  TFP  is 
an  assortment  of  foods  that  represents  as  little  change  from  average  food  consump- 
tion of  persons  in  U.S.  households  with  relatively  low  food  costs  as  was  required  to 
provide  a  nutritious  diet  while  controlling  costs.  The  TFP  specifies  the  amounts  of 
foods  of  different  types  (food  groups)  that  households  might  buy,  or  obtain  from 
other  sources,  to  provide  nutritious  meals  and  snacks  for  household  members.  In  the 
plan,  amounts  of  food  groups  are  suggested  for  men,  women,  and  children  of 
different  ages  and  for  pregnant  and  nursing  women  (table  1).  A  plan  for  any 
household  can  be  determined  by  totaling  the  amounts  suggested  for  persons  of  the 
sex  and  age  of  household  members. 

A  four-person  household — a  man,  woman,  and  children  6-8  and  9-11  years  of 
age— is  used  by  the  Department  in  setting  food  stamp  allotments.  This  is  not  a 
typical  food  stamp  household.  USDA  studies  have  shown  that  allotments  based  on 
this  four-person  household  exceed  the  sex-age-specific  TFP  cost  for  75  percent  of 
food  stamp  households. 

Households  following  the  TFP  may  choose  from  the  food  groups  those  foods  they 
enjoy  eating.  Since  the  TFP  is  based  on  average  consumption  patterns,  not  all  foods 
in  it  are  economical.  A  food  list  for  a  family  of  four  for  a  month  (table  2)  illustrates 
the  kinds  and  amounts  of  foods  used  in  estimating  the  cost  for  the  plan.  In  this 
illustration,  the  plan  provides  23  pounds  of  red  meat  and  7  pounds  of  poultry, 
despite  the  fact  that  chicken  is  a  more  economical  source  of  protein  than  most  types 
of  red  meat. 

Sample  menus  for  a  week  (table  3)  show  how  foods  in  the  TFP  can  be  combined 
into  appetizing  and  nutritious  meals.  The  meals  are  not  expected  to  suit  any  family 
entirely.  However,  they  can  be  prepared  from  foods  typical  of  those  used  by  survey 
households  operating  on  low  budgets.  These  foods  are  generally  available  m  stores 
across  the  country.  The  amounts  of  foods  in  the  sample  menus  that  are  served  to 
family  members  will  differ  depending  on  individual  food  needs.  For  example,  at  a 
meal,  young  children  may  eat  Va  cup  of  vegetables  and  teenagers,  Vfe  cup.  Generally, 
servings  of  bread  and  cereals  are  generous  and  servings  of  meat,  poultry,  and  fish 
are  small.  Meals  for  a  day  for  a  man  following  the  TFP,  on  the  average,  contain 
about  1  Vfe  cups  of  milk,  4  to  5  ounces  of  cooked  lean  meat  or  alternate  such  as  egg  or 
legumes,  3  to  4  servings  of  vegetables  and  fruit,  and  7  or  more  servings  of  cereal, 
pasta,  and  bread  and  other  bakery  products. 

How  TFP  was  developed 

Data  from  the  USDA  Household  Food  Consumption  Survey  1965-66,  the  most 
recent  such  data  available  when  the  plan  was  developed,  were  used  to  develop  the 
TFP.  In  developing  the  plan,  minimal  changes  in  average  consumption  patterns 
required  to  meet  nutritional  and  cost  constraints  were  systematically  identified  by 
use  of  a  quadratic  programing  model.  Generally,  changes  were  reductions  in  quanti- 
ties of  meat,  poultry,  and  fish,  fruit,  and  vegetables  (other  than  potatoes),  and 
increases  in  quantities  of  potatoes,  dry  beans,  and  grain  products.  Figure  1  shows 
how  food  in  the  TFP  compares  with  average  food  consumption  patterns  for  a  four- 
person  household  from  a  more  recent  survey  conducted  in  spring  1977. 
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maximum  standard  utility  allowance.  The  regulations  do  not  provide  for  prorating 
the  allowance  if  expenses  are  shared  and,  as  a  result,  State  and  local  officials  told 
us  that  overallowances  for  utility  expenses  occur  frequently.  If  both  households  are 
food  stamp  recipients,  both  can  be  getting  the  maximum  allowance,  which  will 
probably  total  more  than  the  actual  cost  of  the  utilities. 

Under  the  regulations,  only  households  which  incur  certain  utility  costs  separate 
and  apart  from  their  rent  or  mortgage  payment  can  use  the  allowance.  Eligibility 
workers  told  us  that  applicants  who  are  not  billed  for  utility  services  by  utility 
companies  separately  from  their  landlords  are  nonetheless  receiving  the  maximum 
benefits  of  the  standard  utility  allowances.  For  example,  the  workers  explained  that 
to  provide  the  documentation  needed  to  show  that  they  have  utility  expenses,  the 
applicants  provide  rent  receipts  annotated  to  indicate  that  a  specific  portion  of  their 
rent  is  a  charge  for  utility  services.  Regardless  of  how  small  the  amount  indicated 
on  the  rent  receipt,  or  how  many  other  households  live  at  the  same  address,  the 
eligibility  workers  said  they  are  required  by  the  regulations  to  credit  the  applicant 
with  the  maximum  allowance. 

In  the  audit  of  Dade  County,  Florida  that  I  mentioned  earlier,  the  Department's 
OIG  statistically  projected  that  about  10.3  percent  of  all  the  households  that  re- 
ceived benefits  in  September  1979  took  advantage  of  this  loophole,  resulting  in 
overpayments  of  $138,000  for  that  month  alone.  In  nearly  half  of  the  identified 
cases,  the  OIG  found  that  the  notations  on  the  recipients  rent  receipts  were  for 
amounts  below  the  cost  of  the  minimum  utility  services  required  by  the  county.  Yet, 
these  recipients  received  the  maximum  allowance. 

In  our  report  we  recommended  that  FNS  revise  its  regulations  to  require  that 
States  prorate  the  standard  utility  allowances  in  cases  where  two  or  more  house- 
holds share  the  utility  expenses  of  the  same  dwelling,  whether  or  not  all  of  the 
households  are  food  stamp  recipients. 

FNS*  management  has  not  provided  enough  help  to  States 

Our  report  concluded  that  FNS  had  not  been  very  effective  in  managing  the  food 
stamp  program  because  it  has  not  developed  meaningful  standards  to  measure  and 
compare  States'  efficiency  and  effectiveness  in  carrying  out  food  stamp  legislation. 
The  indicators  presently  available  to  FNS  are  meaningless  in  comparing  States' 
performances.  Although  the  1977  Food  Stamp  Act  called  for  the  development  of 
standards  to  assist  in  reviewing  States'  performance,  FNS  has  not  yet  complied. 

FNS  awarded  a  contract  to  a  management  consulting  firm  for  a  performance 
measurement  system  which  was  supposed  to  be  completed  in  November  1980;  how- 
ever, we  did  not  believe  the  study  would  provide  a  usable  system  because  of 
deficiencies  in  the  raw  data  being  used  by  the  firm.  In  a  work  plan,  submitted  to 
FNS  in  March  1980,  the  contractor  pointed  out  the  problems  with  the  raw  data  and 
acknowledged  that  the  study  would  not  result  in  a  usable  performance  measure- 
ment system.  The  study,  however,  was  not  terminated  or  revised  at  that  time. 

Some  States  have  begun  developing  their  own  performance  measurement  systems. 
We  recommended  that  FNS  meet  with  representatives  of  these  and  other  interested 
States  to  develop  a  performance  measurement  system  that  could  be  used  nation- 
wide. Without  such  a  system,  we  felt  that  FNS  could  not  perform  the  basic  manage- 
ment function  of  comparing  the  operating  efficiency  and  effectiveness  of  the  various 
States.  Nearly  4  years  have  gone  by  since  the  passage  of  the  1977  Act  and  FNS  still 
has  not  met  the  Act's  mandates.  Accordingly,  we  recommended  that  the  Secretary 
of  Agriculture  be  directed  to  take  immediate  steps  to  develop  a  usable  performance 
measurement  system,  to  report  a  timetable  for  its  development  to  the  appropriate 
congressional  committees,  and  to  report  periodically  on  tne  progress  in  this  area. 

State  officials  told  us  that  FNS'  delays  in  issuing  regulations  placed  a  great  deal 
of  pressure  on  them  to  maintain  program  continuity.  They  said  they  were  forced  to 
issue  internal  State  operating  guidelines  and  report  to  FNS  on  their  activities 
without  formal  guidance.  For  example,  although  FNS'  certification  manual  imple- 
menting the  1977  act  was  still  in  draft  form  as  late  as  October  1980,  States  had  to 
issue  manuals  to  eligibility  workers  and  spent  considerable  sums  of  money  to  train 
their  workers  and  program  their  computers  in  accordance  with  the  manual.  Once 
the  Federal  manual  is  completed,  States  may  be  faced  with  the  large  expense  of 
redoing  these  activities  to  conform  to  the  new  manual. 

Also,  most  State  officials  said  they  had  a  difficult  time  getting  responses  from 
FNS  to  their  requests  for  policy  clarifications  and  technical  assistance  in  imple- 
menting the  1977  Act.  They  said  that  the  routing  of  questions  and  answers  through 
FNS'  regional  offices  delayed  the  process  and  that  they  could  not  wait  the  weeks 
required  to  resolve  their  problems.  As  a  result,  they  said  they  usually  made  the 
decision  and  implemented  it  prior  to  asking  FNS  for  guidance.  Then,  if  FNS  came 
back  with  a  different  interpretation,  they  revised  their  policy  accordingly. 
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Careful  evaluation  of  funding  needed 

In  our  report,  we  also  said  that  although  we  believed  there  would  be  significant 
program  savings  if  our  recommendations  were  implemented,  we  cautioned  that 
merely  reducing  the  appropriation  for  the  program  would  not  in  itself  result  in 
improvements.  Our  recommendations  included  changes  in  the  basic  Food  Stamp 
Act,  administrative  procedures,  and  program  regulations.  Arbitrary  reductions  in 
appropriations  will  trigger  sections  of  the  Food  Stamp  Act  that  require  benefit 
cutbacks  to  all  recipients — including  those  who  are  most  in  need  of  assistance — and 
will  not  automatically  eliminate  ineligible  persons  or  reduce  program  errors  or 
fraud.  In  fact,  carrying  out  some  of  the  recommendations  in  our  report  may  require 
additional  administrative  funding. 


Statement  of  Dr.  Robert  L.  Rizek,  Director,  Consumer  Nutrition  Center, 
Science  and  Education  Administration,  U.S.  Department  op  Agriculture 

Mr.  Chairman  and  members  of  the  committee,  the  thrifty  food  plan  (TFP),  devel- 
oped by  USDA  in  1975,  is  the  least  costly  of  the  four  USDA  family  food  plans.  It  was 
adopted  as  the  basis  for  the  coupon  allotment  for  the  Food  Stamp  Program  (FSP), 
effective  January  1976  (Federal  Register,  Vol.  40,  No.  231— Monday,  December  1, 
1975)  and  incorporated  into  the  Food  Stamp  Act  of  1977,  Public  Law  95-113,  ap- 
proved 9/29/77. 

The  TFP  is  a  research-based  set  of  economical  and  nutritious  diets  that  reflects 
insofar  as  possible  food  choices  of  households  with  limited  food  budgets.  The  TFP  is 
an  assortment  of  foods  that  represents  as  little  change  from  average  food  consump- 
tion of  persons  in  U.S.  households  with  relatively  low  food  costs  as  was  required  to 
provide  a  nutritious  diet  while  controlling  costs.  The  TFP  specifies  the  amounts  of 
foods  of  different  types  (food  groups)  that  households  might  buy,  or  obtain  from 
other  sources,  to  provide  nutritious  meals  and  snacks  for  household  members.  In  the 
plan,  amounts  of  food  groups  are  suggested  for  men,  women,  and  children  of 
different  ages  and  for  pregnant  and  nursing  women  (table  1).  A  plan  for  any 
household  can  be  determined  by  totaling  the  amounts  suggested  for  persons  of  the 
sex  and  age  of  household  members. 

A  four-person  household— a  man,  woman,  and  children  6-8  and  9-11  years  of 
age — is  used  by  the  Department  in  setting  food  stamp  allotments.  This  is  not  a 
typical  food  stamp  household.  USDA  studies  have  shown  that  allotments  based  on 
this  four-person  household  exceed  the  sex-age-specific  TFP  cost  for  75  percent  of 
food  stamp  households. 

Households  following  the  TFP  may  choose  from  the  food  groups  those  foods  they 
enjoy  eating.  Since  the  TFP  is  based  on  average  consumption  patterns,  not  all  foods 
in  it  are  economical.  A  food  list  for  a  family  of  four  for  a  month  (table  2)  illustrates 
the  kinds  and  amounts  of  foods  used  in  estimating  the  cost  for  the  plan.  In  this 
illustration,  the  plan  provides  23  pounds  of  red  meat  and  7  pounds  of  poultry, 
despite  the  fact  that  chicken  is  a  more  economical  source  of  protein  than  most  types 
of  red  meat.  ^^ 

Sample  menus  for  a  week  (table  3)  show  how  foods  in  the  TFP  can  be  combined 
into  appetizing  and  nutritious  meals.  The  meals  are  not  expected  to  suit  any  family 
entirely.  However,  they  can  be  prepared  from  foods  typical  of  those  used  by  survey 
households  operating  on  low  budgets.  These  foods  are  generally  available  in  stores 
across  the  country.  The  amounts  of  foods  in  the  sample  menus  that  are  served  to 
family  members  will  differ  depending  on  individual  food  needs.  For  example,  at  a 
meal,  young  children  may  eat  Va  cup  of  vegetables  and  teenagers,  Vfe  cup.  Generally, 
servings  of  bread  and  cereals  are  generous  and  servings  of  meat,  poultry,  and  fish 
are  small.  Meals  for  a  day  for  a  man  following  the  TFP,  on  the  average,  contain 
about  1  Vfe  cups  of  milk,  4  to  5  ounces  of  cooked  lean  meat  or  alternate  such  as  egg  or 
legumes,  3  to  4  servings  of  vegetables  and  fruit,  and  7  or  more  servings  of  cereal, 
pasta,  and  bread  and  other  bakery  products. 

How  TFP  was  developed 

Data  from  the  USDA  Household  Food  Consumption  Survey  1965-66,  the  most 
recent  such  data  available  when  the  plan  was  developed,  were  used  to  develop  the 
TFP.  In  developing  the  plan,  minimal  changes  in  average  consumption  patterns 
required  to  meet  nutritional  and  cost  constraints  were  systematically  identified  by 
use  of  a  quadratic  programing  model.  Generally,  changes  were  reductions  in  quanti- 
ties of  meat,  poultry,  and  ash,  fruit,  and  vegetables  (other  than  potatoes),  and 
increases  in  quantities  of  potatoes,  dry  beans,  and  grain  products.  Figure  1  shows 
how  food  in  the  TFP  compares  with  average  food  consumption  patterns  for  a  four- 
person  household  from  a  more  recent  survey  conducted  in  spring  1977. 
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Nutritive  value  of  TFP 

The  TFP  provides  for  nutritious  diets.  It  was  designed  in  1975  to  provide  the 
Recommended  Dietary  Allowances  (RDA)  set  in  1974  by  the  National  Academy  of 
Sciences-National  Research  Council  (NAS-NRC)  for  protein,  calcium,  iron,  magne- 
sium, vitamin  A,  thiamin,  riboflavin,  niacin,  vitamin  B*  vitamin  Bis,  and  vitamin  C. 
To  meet  their  iron  allowances,  young  children,  teenage  girls,  and  women  of  child- 
bearing  age  will  need  to  select  frequently  foods  that  provide  important  amounts  of 
iron,  such  as  liver,  heart,  kidney,  economical  lean  meats,  dry  beans,  dry  peas,  dark- 
green  vegetables,  dried  fruits,  cereals  with  added  iron,  and  molasses.  Such  special 
selections  are  also  necessary  for  meeting  allowances  for  iron  in  the  more  expensive 
food  plans.  Levels  of  vitamin  B«  and  magnesium  in  the  TFP  for  a  few  sex-age 
categories  were  below  the  RDA  but  above  levels  in  usual  consumption  patterns. 

Estimates  were  not  made  of  levels  provided  by  the  plan  of  some  nutrients  for 
which  there  are  allowances.  Phosphorus  levels  were  not  calculated  but  are  known  to 
be  well  above  the  allowances  in  most  U.S.  diets.  The  use  of  iodized  salt  is  recom- 
mended as  an  efficient  way  to  supplement  dietary  iodine.  The  requirement  for 
vitamin  D  for  normal  persons  can  be  met  by  exposure  to  sunlight  However,  for 
infants  and  elderly  persons  whose  activities  limit  their  exposure  to  sunlight,  the 
allowance  should  be  provided  in  the  diet  by  such  foods  as  eggs,  liver,  butter,  and 
milk  fortified  with  vitamin  D  or  by  supplementation.  Insufficient  reliable  informa- 
tion was  available  on  the  content  in  foods  of  three  other  nutrients  for  which 
allowances  were  set  in  1974 — vitamin  E,  folacin,  and  zinc — to  make  reliable  esti- 
mates  of  levels  provided  by  the  plans. 

A  TFP  developed  to  meet  the  RDA  would  be  expected  to  provide  generous 
amounts  of  nutrients  for  most  persons.  The  NAS-NRC  states  that  the  basis  for  the 
RDA  is  such  that  "even  if  a  person  habitually  consumes  less  than  the  recommended 
amounts  of  some  nutrients,  his  diet  is  not  necessarily  inadequate  for  those  nutri- 
ents/' Although  USDA  uses  the  RDA  as  a  standard  in  developing  food  plans,  it 
recognizes  that  failing  to  meet  the  RDA  does  not  imply  dietary  inadequacy.  This  is 
fortunate,  because  nationwide  studies  show  that  very  few  people — rich  or  poor — 
have  diets  every  day  that  meet  the  RDA  for  all  nutrients.  These  studies  also  show 
that  average  calorie  intakes  for  sex-age  categories  are  as  much  as  25  percent  below 
the  RDA  for  energy;  yet  obesity  continues  to  be  a  national  problem. 

Fat  provides  30-39  percent  of  energy  in  the  TFP,  depending  on  the  sex-age 
category.  Sugars,  other  than  found  naturally  in  foods,  in  the  plan  provide  12  to  16 
percent  of  energy — less  than  levels  in  consumption  patterns  used  as  the  basis  for 
the  plan.  Cholesterol  levels  do  not  exceed  350  mg  per  day. 

Allowance  for  food  waste 

In  developing  the  plan,  the  RDA  were  increased  by  5  percent  to  allow  for  some 
discard  of  edible  food  without  jeopardizing  the  nutritional  quality  of  the  diet.  (The 
discard  of  inedible  parts  of  food,  such  as  excessive  fat  and  drippings  from  meat  and 
poultry,  peelings  and  bone,  and  losses  of  vitamins  in  cooking,  is  allowed  for  in  the 
nutritive  values  used.)  Allowance  for  edible  discard  is  believed  necessary  because 
some  edible  food  is  discarded  in  most  homes  in  the  preparation  of  food,  as  plate 
waste,  or  due  to  spoilage.  Household  discard  of  edible  food  of  5-11  percent  has  been 
estimated  from  admittedly  inconclusive  studies  of  food  waste  by  USDA  and  the 
University  of  Arizona.  Our  Center  is  funding  a  study  of  methods  for  measuring 
household  food  losses  at  the  University  of  Arizona. 

How  TFP  costs  are  estimated 

U.S.  average  costs  of  foods  in  the  TFP  for  individuals  in  each  of  the  14  sex-age 
categories  and  for  selected  families  are  estimated  by  the  Consumer  Nutrition  Center 
each  month  and  released  by  USDA.  (Costs  for  the  other  three  plans — low-cost, 
moderate-cost,  and  liberal — are  also  estimated.)  Average  prices  paid  for  almost  2,000 
foods  by  survey  households  with  relatively  low  food  costs  are  used  as  basis  for  the 
TFP  estimates.  Such  prices  reflect  the  assortment  of  food  container  sizes  and 
brands,  quality  of  food  selected,  and  price  levels  of  stores  of  purchase  for  families 
who  use  food  at  relatively  low  cost.  Prices  are  updated  monthly  using  the  Bureau  of 
Labor  Statistics'  Consumer  Price  Index  for  the  most  detailed  food  groupings. 

The  September  1980  cost  for  foods  in  the  TFP  for  the  four-person  household  ($233 
per  month)  is  the  basis  for  the  food  stamp  allotment  for  four-person  households  with 
no  income  (effective  for  the  1981  calendar  year,  in  accordance  with  the  Food  Stamp 
Act  Amendments  of  1980).  For  smaller  and  larger  households,  the  maximum  allot- 
ment is  adjusted  for  the  number  of  household  members  and  for  economies  associ- 
ated with  buying  and  using  food  in  large  households  relative  to  small  ones. 

Many  households,  whether  or  not  they  are  eligible  for  food  stamps,  do  not  select 
nutritious  assortments  of  food.  Receipt  of  enough  food  stamps  to  buy  the  TFP,  of 
course,  will  not  assure  that  the  recipient  gets  a  nutritious  diet.  Food  stamp  recipi- 
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ents  may  not  use  their  stamps  to  purchase  foods  as  suggested  in  the  TFP.  They  may 
make  more  or  less  economical  and  nutritious  choices  than  those  in  the  plan. 
The  TFP  is  but  one  of  many  combinations  of  foods  that  could  be  developed  at 
extremely  low  cost.  Amounts  of  food  groups  in  consumption  patterns  could  be 
changed  in  other  ways  to  provide  nutritious  diets.  While  such  combinations  would 
deviate  further  than  the  thrifty  plan  from  food  consumption  patterns  as  reported  in 
1965-66,  they  might  be  as  acceptable  as  the  TFP  to  some  households.  Other  plans  at 
the  same  or  lower  cost  than  the  TFP  could  be  developed  if  selections  of  foods  within 
food  groups  were  limited  to  only  those  foods  which  are  less  expensive,  rather  than 
selections  typical  of  those  in  survey  households.  However,  for  purposes  of  estimating 
the  nutritive  value  and  the  cost  of  a  plan  for  use  nationwide,  average  selections  of 
foods  in  food  groups  based  on  those  made  by  survey  families  with  relatively  low  food 
costs  have  been  used. 

TFP  costs  and  the  cost  and  quality  of  U.S.  diets 

The  Nationwide  Food  Consumption  Survey  1977-78  provides  information  that 
shows  that  some  households  spend  at  levels  below  the  maximum  food  stamp  allot- 
ment level  based  on  the  cost  of  the  TFP.  It  also  shows  that  some  households 
spending  at  the  maximun  allotment  level  used  food  that  provides  the  RDA  for  11 
nutrients  studied. 

The  TFP  was  developed  at  a  cost  level  below  which  10  percent  of  U.S.  households 
spent  in  1965-66.  In  1977-78,  of  over  14,000  U.S.  households  surveyed,  11.6  percent 
used  food  at  home  during  the  survey  week  valued  at  less  than  the  maximum  food 
stamp  allotment  for  a  household  of  that  size. 

The  nutritive  value  of  household  diets  was  estimated  and  compared  to  the  1974 
RDA  for  11  nutrients.  (This  is  but  one  of  several  measures  of  nutritional  quality  of 
household  diets  that  might  be  used.)  Of  households  using  food  valued  at  the  full  food 
stamp  allotment  level,  9  percent  used  food  that  met  the  RDA  for  11  nutrients  and 
33  percent  used  food  that  met  80  percent  or  more  of  the  RDA  for  11  nutrients,  as 
shown  in  Figure  2.  At  a  cost  level  15  percent  above  the  allotment  level,  18  percent 
of  the  household  diets  met  the  full  RDA  and  51  percent  met  80  percent  of  the  RDA 
or  more.  At  a  cost  level  15  percent  below  the  allotment  level,  3  percent  of  the 
household  diets  met  the  full  RDA  and  16  percent  met  80  percent  RDA  or  more.  As 
discussed  earlier,  diets  that  meet  the  RDA  would  be  expected  to  provide  generous 
amounts  of  nutrients  for  most  persons;  and  failure  to  meet  the  RDA  for  all  nutri- 
ents does  not  imply  dietary  inadequacy. 

Table  4  shows  the  average  money  value  of  food  per  person  per  week,  for  five 
groups  of  households,  by  income  reported  in  the  spring  of  1977.  The  three  lowest 
income  groups  had  money  values,  on  the  average,  that  were  about  the  same.  It 
appears  that  differences  in  food  costs  among  households  within  an  income  group  are 
larger  than  differences  among  income  groups,  and  that  food  costs  may  be  related 
less  to  household  income  than  to  other  factors.  Factors  affecting  the  cost  and 
nurtritional  quality  of  diets  of  low-income  households  are  being  studied  under 
contract  with  the  University  of  Missouri. 

Since  the  TFP  was  developed  in  1975,  new  information  has  become  available  on 
food  consumption  and  food  prices  of  households  (Nationwide  Food  Consumption 
Survey  1977-78),  on  nutritional  goals  (1980  Recommended  Dietary  Allowances  and 
other  dietary  standards),  and  on  the  content  of  several  additional  nutrients  in  an 
increasing  number  of  foods.  USDA  is  now  using  this  new  information  to  evaluate 
and  revise  the  thrifty  food  plan  as  well  as  the  other  more  costly  plans. 
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Table  2.— Food  list l  for  a  month  based  on  the  thrifty  food  plan  for  an  average 
4-person  household  receiving  food  stamps 

Milk  (includes  nonfat  dry  milk)  (quarts) 54 

Cheese 4% 

Ice  cream  (quarts) 6 

Beef 13 

Pork 6V& 

Variety  meat 3V4 

Poultry 7 

Fish 2 

Eggs  (dozen) 5 

Dry  beans 2V4 

Mature  beans,  canned 4 

Peanut  butter 2V4 

Carrots 3 

Dark-green  leafy  vegetables 2 

Other  dark-green  and  deep-yellow  vegetables IVi 

Citrus  fruit  or  juice 17 

Tomatoes,  tomato  products 9 

Potatoes 24 

Apples 8Vi 

Bananas 5 

Other  fresh  fruit 8V4 

Fruit,  canned 5V4 

Fruit  juice,  canned 2V4 

Lettuce,  salad  greens 4 

Cabbage 2Vi 

Other  fresh  vegetables 7Vi 

Snapbeans,  canned 2 

Green  peas,  canned 2 

Other  canned  and  frozen  vegetables,  vegetable  soup 7 

Flour  and  mixes 12 

Cornmeal 3 

Rice  and  pasta 6 

Ready-to-eat  cereal,  other  cereal 8 

Bread 26 

Crackers 2Vi 

Other  bakery  products;  soups  mainly  rice  or  pasta 11  Vi 

Margarine,  butter 5 

Shortening,  oil,  or  salad  dressing 5 

Sugar 8 

Other  sweets 5Vi 

1  Amounts  in  pounds  unless  otherwise  specified. 

NOTE:  Provides  for  the  average  food  needs  (as  suggested  in  the  thrifty  food  plan  for  men. 
women,  and  children  of  different  ages)  of  4-person  households  receiving  food  stamps.  National 
Survey  of  Food  Stamp  and  Food  Distribution  Program  Recipients,  November  1973.  In  addition  to 

foods  listed,  most  families  use  some  other  foods:  coffee,  tea,  cocoa,  soft  drinks,  punches,  ades, 
leavening  agents,  and  seasonings.  Approximately  5  percent  above  the  cost  of  the  foods  on  the 
list  is  allowed  for  purchase  of  these  foods  when  costs  for  the  plan  are  estimated. 
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Determining  eligibility  by  income  in  a  previous  period  rather  than  by  current 
income; 

Ending  the  annual  inflation  adjustments  on  deductions  from  income  used  to 
calculate  benefits;  and 

Revoking  scheduled  improvements  in  deductions  and  in  the  way  in  which 
benefits  are  adjusted  to  reflect  food  price  increases. 

These  cuts  would  mean  both  smaller  benefits  and  fewer  recipients.  Some  1  million 
persons,  in  400,000  households,  would  lose  eligibility;  most  of  them  are  the  working 
poor.  Benefit  levels  for  all  recipients  would  be  affected,  but  families  whose  allot- 
ments would  be  cut  by  up  as  to  $11.50  per  month  for  each  school-age  child  would 
bear  the  worst  immediate  burden.  Many  of  those  families  are  among  the  poorest  of 
the  poor.  Failure  to  adjust  deductions  for  inflation  would  institute  an  unrelieved 
increase  in  the  burden  recipients  bear  as  more  and  more  of  their  own  limited 
dollars  over  the  years  were  claimed  by  rising  costs  of  other  necessities,  particularly 
energy. 

What  is  at  stake  here,  Mr.  Chairman,  is  not  just  a  proposal  that  attacks  the  poor 
and  threatens  hunger  in  our  land.  What  is  at  stake  is  our  commitment  as  a  nation 
to  the  ideals  we  proclaim  about  liberty  and  justice  for  all.  A  philosophy  which 
penalizes  the  poor  while  favoring  the  wealthy  circumscribes  the  liberty  of  the  least 
fortunate  of  our  citizens  and  makes  a  mockery  of  the  justice  they  have  every  right 
to  expect.  We  speak  these  days  of  spending  additional  billions  for  national  security 
and  defense,  yet  at  this  very  moment  we  face  the  imminent  possibility  of  wide- 
spread insecurity  for  our  own  people  here  at  home.  No  talk  of  a  "safety  net"  will 
provide  comfort  or  food  for  those  who  in  reality  see  their  meager  dependence  on 
Food  Stamps  eroded  or  eliminated. 

As  a  member  of  the  Presidential  Commission  on  World  Hunger  I  urge  you  to 
stand  firmly  against  the  efforts  to  cut  the  Food  Stamp  Program.  We  need  to  build 
on  our  successes,  not  demolish  them,  and  there  is  no  doubt  that  the  Food  Stamp 
Program,  with  whatever  imperfections  it  may  have,  is  demonstrably  a  successful 
and  compassionate  national  effort  to  feed  the  neediest  of  our  people  and  to  combat 
malnutrition. 

As  a  representative  of  the  National  Council  of  the  Churches  of  Christ  in  the 
U.S.A.  I  urge  you  to  face  this  issue  not  only  in  terms  of  economics  but  principally  in 
terms  of  morality  and  justice.  I  fear  that  if  we  lose  this  opportunity  to  help  our 
neediest  citizens  by  the  continuation,  indeed  expansion,  of  the  Food  Stamp  Program 
we  will  be  claiming  for  ourselves  the  description  of  being  an  immoral  minority  who 
turn  a  deaf  ear  to  the  claims  of  millions  of  needy  persons  in  our  land. 

Mr.  Chairman,  we  look  to  this  Committee,  which  in  the  past  has  taken  leadership 
in  this  matter,  to  reassert  again  its  defense  of  the  neediest  and  to  stand  against  an 
unjustifiable  onslaught  on  the  Food  Stamp  Program  so  greatly  needed  by  our  nation 
today. 

Thank  you. 


Statement  of  Andrew  J.  Pasden,  Jr.,  Former  Member,  Investigations  Staff, 
Senate  Committee  on  Appropriations 

ways  to  eliminate  waste  in  the  food  stamp  program 

Mr.  Chairman  and  members  of  the  committee,  my  name  is  Andrew  Pasden,  and  it 
is  a  distinct  honor  to  appear  before  you  today  on  a  matter  as  important  as  the  food 
stamp  program.  The  topic  of  my  testimony  is  a  report  entitled  "need  for  an  overall 
strategy  to  combat  fraud,  worker  errors,  and  regulation  loopholes  in  the  Depart- 
ment of  Agriculture's  food  stamp  program."  The  report  is  based  on  a  review  in 
which  I  participated  while  a  stair  member  of  the  investigations  staff  of  the  Senate 
Committee  on  Appropriations.  The  review  was  performed  at  the  request  of  the 
Subcommittee  on  Agriculture,  Rural  Development,  and  Related  Agencies;  and,  the 
report  was  submitted  to  them  in  November  1980.  My  prepared  statement  highlights 
the  major  findings,  conclusions  and  recommendations  in  that  report. 

The  review  indicated  a  general  agreement  that  the  food  stamp  program  is  making 
a  significant  contribution  to  the  nutritional  well-being  of  needy  Americans. 

However,  the  program,  as  currently  administered  by  the  States,  in  accordance 
with  Federal  regulations,  is  particularly  vulnerable  to  fraud  and  abuse.  An  un- 
known amount  of  benefits  issued  in  the  program  is  wasted  because  of  fraud  by 
recipients,  errors  by  program  workers,  and  loopholes  in  food  stamp  regulations. 
Some  of  the  persons  interviewed  during  our  review  estimated  that  the  losses  could 
be  as  high  as  20  percent  annually— or  about  $1.8  million  of  the  program's  $9.2 
billion  total  cost  in  fiscal  year  1980. 
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Inadequate  verification  of  applicant  eligibility 

The  vast  majority  of  the  approximately  300  State  and  local  administrators,  fraud 
investigators,  and  eligibility  workers  whom  we  interviewed  during  our  review,  told 
us  that  it  is  very  easy  for  ineligible  persons  to  get  onto  the  food  stamp  rolls,  and  for 
eligible  persons  to  receive  more  benefits  than  they  are  entitled  to.  Officials  in  each 
of  the  7  States  we  visited  said  the  Federal  regulations  were  too  lax  regarding 
verification  of  eligibility  information  and  seriously  restricted  their  ability  to  detect 
and  prevent  fraud. 

According  to  Federal  regulations  in  effect  at  the  time  this  review  was  conducted, 
eligibility  workers  were  required  to  verify  only  the  applicant's  reported  income, 
alien  status  (if  applicable),  and  any  utility  expenses  that  exceeded  established  stand- 
ards. Any  other  data  used  to  determine  eligibility  and  benefit  levels  could  only  be 
verified  if  it  was  considered  "questionable." 

To  be  considered  questionable,  the  information  given  on  the  application  form  had 
to  be  inconsistent  with  other  statements  made  on  the  application,  with  information 
on  previous  applications,  or  with  information  received  from  other  sources  by  the 
State  agency  responsible  for  the  food  stamp  program.  In  addition,  where  verification 
was  required  to  resolve  questionable  information,  the  regulations  required  special 
documentation  in  the  applicant's  case  file.  The  documentation  was  required  to 
explain  the  reasons  why  the  original  information  was  deemed  questionable  and 
what  additional  documentation  was  used  to  resolve  it. 

Eligibility  workers  told  us  they  often  believed  applicants  had  provided  them 
incorrect  or  misleading  information,  but  they  did  not  question  it  further  because 
they  were  afraid  that  their  interpretation  of  what  constitutes  questionable  would  be 
second-guessed  and  held  against  them  by  their  supervisors.  State  administrators 
told  us  they  were  concerned  that  advocate  and  legal  aid  groups  would  challenge 
additional  verification  efforts.  Most  of  the  workers  and  supervisors  told  us  that  time 
was  not  the  problem,  and  that  it  would  be  more  than  worth  their  while  to  check 
applicant-furnished  data  further  and  prevent  overissuances  at  the  outset  of  a  cli- 
ent's participation  in  the  program.  However,  as  a  result  of  the  regulations,  many 
applicant-furnished  assertions  went  unchallenged,  even  when  they  appeared  unrea- 
sonable. 

State  officials  were  even  more  critical  of  the  lax  verification  procedures  used  to 
issue  food  stamps  to  destitute  households  under  expedited  procedures.  They  charac- 
terized the  situation  as  a  "give-away  program."  In  accordance  with  the  Food  Stamp 
Act,  such  households  must  be  given  a  month's  supply  of  food  stamps  within  2  days 
of  their  application.  According  to  regulations  issued  by  the  Department's  Food  and 
Nutrition  Service  (FNS),  destitute  households  are  those  who  have  little  or  no  income 
at  the  time  of  application,  even  though  they  may  receive  income  at  some  other  time 
during  that  month. 

Households  can  be  certified  for  30  days  under  expedited  procedures  and  are 
required  to  undergo  normal  verification  before  they  can  continue  to  receive  food 
stamps.  State  officials  and  eligibility  workers  told  us  that  they  had  interpreted  the 
regulations  to  mean  that  expedited  services  had  to  be  provided  after  verifying  only 
an  applicant's  identity  and  address.  They  said  such  a  practice  was  probably  result- 
ing in  overissuances,  but  had  no  hard  evidence  to  prove  it. 

However,  FNS,  in  cooperation  with  the  State  of  Texas,  performed  a  special  study 
of  expedited  services.  They  found  that  7  percent  of  the  households  certified  under 
the  expedited  procedures  were,  in  fact,  ineligible  to  receive  any  food  stamps.  The  7 
percent  ineligibility  rate  is  twice  the  rate  experienced  in  the  rest  of  Texas'  food 
stamp  population.  We  concluded  that  Texas'  ineligibility  rate  for  expedited  services 
was  probably  not  representative  of  the  nationwide  situation  because  Texas  was 
making  a  considerably  greater  effort  than  the  other  States  we  visited  to  verify  as 
much  applicant-supplied  information  as  possible  prior  to  granting  stamps  under 
expedited  services.  Thus,  the  percentage  of  ineligible  households  receiving  stamps 
under  expedited  services  is  likely  to  be  even  higher  in  other  States. 

At  about  the  time  we  issued  our  report,  FNS  began  another  study  of  expedited 
services  in  New  Jersey  which  should  cast  additional  light  on  the  extent  of  overis- 
suances caused  by  this  service.  The  committee  may  wish  to  request  that  FNS 
provide  the  results  of  that  study. 

In  January  1981,  FNS  issued  revised  verification  regulations  including  some  appli- 
cable to  expedited  services.  If,  as  stated  in  our  report,  the  final  version  is  substan- 
tially the  same  as  that  proposed  in  August  1980,  the  regulations  could  result  in  a 
significant  reduction  in  food  stamp  overissuances. 

We  stated  that  the  revised  guidelines  should  require  states  to  verify  those  eligibil- 
ity factors  found  to  be  most  error  prone.  Instead,  the  revision  makes  the  additional 
verification  optional. 
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maximum  standard  utility  allowance.  The  regulations  do  not  provide  for  prorating 
the  allowance  if  expenses  are  shared  and,  as  a  result,  State  and  local  officials  told 
us  that  overallowances  for  utility  expenses  occur  frequently.  If  both  households  are 
food  stamp  recipients,  both  can  be  getting  the  maximum  allowance,  which  will 
probably  total  more  than  the  actual  cost  of  the  utilities. 

Under  the  regulations,  only  households  which  incur  certain  utility  costs  separate 
and  apart  from  their  rent  or  mortgage  payment  can  use  the  allowance.  Eligibility 
workers  told  us  that  applicants  who  are  not  billed  for  utility  services  by  utility 
companies  separately  from  their  landlords  are  nonetheless  receiving  the  maximum 
benefits  of  the  standard  utility  allowances.  For  example,  the  workers  explained  that 
to  provide  the  documentation  needed  to  show  that  they  have  utility  expenses,  the 
applicants  provide  rent  receipts  annotated  to  indicate  that  a  specific  portion  of  their 
rent  is  a  charge  for  utility  services.  Regardless  of  how  small  the  amount  indicated 
on  the  rent  receipt,  or  how  many  other  households  live  at  the  same  address,  the 
eligibility  workers  said  they  are  required  by  the  regulations  to  credit  the  applicant 
with  the  maximum  allowance. 

In  the  audit  of  Dade  County,  Florida  that  I  mentioned  earlier,  the  Department's 
OIG  statistically  projected  that  about  10.3  percent  of  all  the  households  that  re- 
ceived benefits  in  September  1979  took  advantage  of  this  loophole,  resulting;  in 
overpayments  of  $138,000  for  that  month  alone.  In  nearly  half  of  the  identified 
cases,  the  OIG  found  that  the  notations  on  the  recipients  rent  receipts  were  for 
amounts  below  the  cost  of  the  minimum  utility  services  required  by  the  county.  Yet, 
these  recipients  received  the  maximum  allowance. 

In  our  report  we  recommended  that  FNS  revise  its  regulations  to  require  that 
States  prorate  the  standard  utility  allowances  in  cases  where  two  or  more  house- 
holds share  the  utility  expenses  of  the  same  dwelling,  whether  or  not  all  of  the 
households  are  food  stamp  recipients. 

FNS'  management  has  not  provided  enough  help  to  States 

Our  report  concluded  that  FNS  had  not  been  very  effective  in  managing  the  food 
stamp  program  because  it  has  not  developed  meaningful  standards  to  measure  and 
compare  States'  efficiency  and  effectiveness  in  carrying  out  food  stamp  legislation. 
The  indicators  presently  available  to  FNS  are  meaningless  in  comparing  States' 
performances.  Although  the  1977  Food  Stamp  Act  called  for  the  development  of 
standards  to  assist  in  reviewing  States'  performance,  FNS  has  not  yet  complied. 

FNS  awarded  a  contract  to  a  management  consulting  firm  for  a  performance 
measurement  system  which  was  supposed  to  be  completed  in  November  1980;  how- 
ever, we  did  not  believe  the  study  would  provide  a  usable  system  because  of 
deficiencies  in  the  raw  data  being  used  by  the  firm.  In  a  work  plan,  submitted  to 
FNS  in  March  1980,  the  contractor  pointed  out  the  problems  with  the  raw  data  and 
acknowledged  that  the  study  would  not  result  in  a  usable  performance  measure- 
ment system.  The  study,  however,  was  not  terminated  or  revised  at  that  time. 

Some  States  have  begun  developing  their  own  performance  measurement  systems. 
We  recommended  that  FNS  meet  with  representatives  of  these  and  other  interested 
States  to  develop  a  performance  measurement  system  that  could  be  used  nation- 
wide. Without  such  a  system,  we  felt  that  FNS  could  not  perform  the  basic  manage- 
ment function  of  comparing  the  operating  efficiency  and  effectiveness  of  the  various 
States.  Nearly  4  years  have  gone  by  since  the  passage  of  the  1977  Act  and  FNS  still 
has  not  met  the  Act's  mandates.  Accordingly,  we  recommended  that  the  Secretary 
of  Agriculture  be  directed  to  take  immediate  steps  to  develop  a  usable  performance 
measurement  system,  to  report  a  timetable  for  its  development  to  the  appropriate 
congressional  committees,  and  to  report  periodically  on  the  progress  in  this  area. 

State  officials  told  us  that  FNS'  delays  in  issuing  regulations  placed  a  great  deal 
of  pressure  on  them  to  maintain  program  continuity.  They  said  they  were  forced  to 
issue  internal  State  operating  guidelines  and  report  to  FNS  on  their  activities 
without  formal  guidance.  For  example,  although  FNS'  certification  manual  imple- 
menting the  1977  act  was  still  in  draft  form  as  late  as  October  1980,  States  had  to 
issue  manuals  to  eligibility  workers  and  spent  considerable  sums  of  money  to  train 
their  workers  and  program  their  computers  in  accordance  with  the  manual.  Once 
the  Federal  manual  is  completed,  States  may  be  faced  with  the  large  expense  of 
redoing  these  activities  to  conform  to  the  new  manual. 

Also,  most  State  officials  said  they  had  a  difficult  time  getting  responses  from 
FNS  to  their  requests  for  policy  clarifications  and  technical  assistance  in  imple- 
menting the  1977  Act.  They  said  that  the  routing  of  questions  and  answers  through 
FNS'  regional  offices  delayed  the  process  and  that  they  could  not  wait  the  weeks 
required  to  resolve  their  problems.  As  a  result,  they  said  they  usually  made  the 
decision  and  implemented  it  prior  to  asking  FNS  for  guidance.  Then,  if  FNS  came 
back  with  a  different  interpretation,  they  revised  their  policy  accordingly. 
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Careful  evaluation  of  funding  needed 

In  our  report,  we  also  said  that  although  we  believed  there  would  be  significant 
program  savings  if  our  recommendations  were  implemented,  we  cautioned  that 
merely  reducing  the  appropriation  for  the  program  would  not  in  itself  result  in 
improvements.  Our  recommendations  included  changes  in  the  basic  Food  Stamp 
Act,  administrative  procedures,  and  program  regulations.  Arbitrary  reductions  in 
appropriations  will  trigger  sections  of  the  Food  Stamp  Act  that  require  benefit 
cutbacks  to  all  recipients — including  those  who  are  most  in  need  of  assistance — and 
will  not  automatically  eliminate  ineligible  persons  or  reduce  program  errors  or 
fraud.  In  fact,  carrying  out  some  of  the  recommendations  in  our  report  may  require 
additional  administrative  funding. 


Statement  op  Dr.  Robert  L.  Rizek,  Director,  Consumer  Nutrition  Center, 
Science  and  Education  Administration,  U.S.  Department  op  Agriculture 

Mr.  Chairman  and  members  of  the  committee,  the  thrifty  food  plan  (TFP),  devel* 
oped  by  USDA  in  1975,  is  the  least  costly  of  the  four  USDA  family  food  plans.  Itwaa 
adopted  as  the  basis  for  the  coupon  allotment  for  the  Food  Stamp  Program  (FSP), 
effective  January  1976  (Federal  Register,  Vol.  40,  No.  281— Monday,  December  1, 
1975)  and  incorporated  into  the  Food  Stamp  Act  of  1977,  Public  Law  95-118,  ap- 
proved 9/29/77. 

The  TFP  is  a  research-based  set  of  economical  and  nutritious  diets  that  reflects 
insofar  as  possible  food  choices  of  households  with  limited  food  budgets.  The  TFP  is 
an  assortment  of  foods  that  represents  as  little  change  from  average  food  consump- 
tion of  persons  in  U.S.  households  with  relatively  low  food  costs  as  was  required  to 
provide  a  nutritious  diet  while  controlling  costs.  The  TFP  specifies  the  amounts  of 
foods  of  different  types  (food  groups)  that  households  might  buy,  or  obtain  from 
other  sources,  to  provide  nutritious  meals  and  snacks  for  household  members.  In  the 
plan,  amounts  of  food  groups  are  suggested  for  men,  women,  and  children  of 
different  ages  and  for  pregnant  and  nursing  women  (table  1).  A  plan  for  any 
household  can  be  determined  by  totaling  the  amounts  suggested  for  persons  of  the 
sex  and  age  of  household  members. 

A  four-person  household— a  man,  woman,  and  children  6-8  and  9-11  years  of 
age — is  used  by  the  Department  in  setting  food  stamp  allotments.  This  is  not  a 
typical  food  stamp  household.  USDA  studies  have  shown  that  allotments  based  on 
this  four-person  household  exceed  the  sex-age-specific  TFP  cost  for  75  percent  of 
food  stamp  households. 

Households  following  the  TFP  may  choose  from  the  food  groups  those  foods  they 
enjoy  eating.  Since  the  TFP  is  based  on  average  consumption  patterns,  not  all  foods 
in  it  are  economical.  A  food  list  for  a  family  of  four  for  a  month  (table  2)  illustrates 
the  kinds  and  amounts  of  foods  used  in  estimating  the  cost  for  the  plan.  In  this 
illustration,  the  plan  provides  28  pounds  of  red  meat  and  7  pounds  of  poultry, 
despite  the  fact  that  chicken  is  a  more  economical  source  of  protein  than  most  types 
of  red  meat.  ^^ 

Sample  menus  for  a  week  (table  3)  show  how  foods  in  the  TFP  can  be  combined 
into  appetizing  and  nutritious  meals.  The  meals  are  not  expected  to  suit  any  family 
entirely.  However,  they  can  be  prepared  from  foods  typical  of  those  used  by  survey 
households  operating  on  low  budgets.  These  foods  are  generally  available  m  stores 
across  the  country.  The  amounts  of  foods  in  the  sample  menus  that  are  served  to 
family  members  will  differ  depending  on  individual  food  needs.  For  example,  at  a 
meal,  young  children  may  eat  V*  cup  of  vegetables  and  teenagers,  Vi  cup.  Generally, 
servingB  of  bread  and  cereals  are  generous  and  servings  of  meat,  poultry,  and  fish 
are  small.  Meals  for  a  day  for  a  man  following  the  TFP,  on  the  average,  contain 
about  1  %  cups  of  milk,  4  to  5  ounces  of  cooked  lean  meat  or  alternate  such  as  egg  or 
legumes,  3  to  4  servings  of  vegetables  and  fruit,  and  7  or  more  servings  of  cereal, 
pasta,  and  bread  and  other  bakery  products. 

How  TFP  was  developed 

Data  from  the  USDA  Household  Food  Consumption  Survey  1965-66,  the  most 
recent  such  data  available  when  the  plan  was  developed,  were  used  to  develop  the 
TFP.  In  developing  the  plan,  minimal  changes  in  average  consumption  patterns 
required  to  meet  nutritional  and  cost  constraints  were  systematically  identified  by 
use  of  a  quadratic  programing  model.  Generally,  changes  were  reductions  in  quanti- 
ties of  meat,  poultry,  and  fish,  fruit,  and  vegetables  (other  than  potatoes),  and 
increases  in  Quantities  of  potatoes,  dry  beans,  and  grain  products.  Figure  1  shows 
how  food  in  the  TFP  compares  with  average  food  consumption  patterns  for  a  four- 
person  household  from  a  more  recent  survey  conducted  in  spring  1977. 
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Nutritive  value  of  TFP 

The  TFP  provides  for  nutritious  diets.  It  was  designed  in  1975  to  provide  the 
Recommended  Dietary  Allowances  (RDAj  set  in  1974  by  the  National  Academy  of 
Sciences-National  Research  Council  (NAS-NRC)  for  protein,  calcium,  iron,  magne- 
sium, vitamin  A,  thiamin,  riboflavin,  niacin,  vitamin  B*  vitamin  Bu,  and  vitamin  C 
To  meet  their  iron  allowances,  young  children,  teenage  girls,  and  women  of  child- 
bearing  age  will  need  to  select  frequently  foods  that  provide  important  amounts  of 
iron,  such  as  liver,  heart,  kidney,  economical  lean  meats,  dry  beans,  dry  peas,  dark- 
green  vegetables,  dried  fruits,  cereals  with  added  iron,  and  molasses.  Such  special 
selections  are  also  necessary  for  meeting  allowances  for  iron  in  the  more  expensive 
food  plans.  Levels  of  vitamin  B«  and  magnesium  in  the  TFP  for  a  few  sex-age 
categories  were  below  the  RDA  but  above  levels  in  usual  consumption  patterns. 

Estimates  were  not  made  of  levels  provided  by  the  plan  of  some  nutrients  for 
which  there  are  allowances.  Phosphorus  levels  were  not  calculated  but  are  known  to 
be  well  above  the  allowances  in  most  U.S.  diets.  The  use  of  iodized  salt  is  recom- 
mended as  an  efficient  way  to  supplement  dietary  iodine.  The  requirement  for 
vitamin  D  for  normal  persons  can  be  met  by  exposure  to  sunlight  However,  for 
infants  and  elderly  persons  whose  activities  limit  their  exposure  to  sunlight,  the 
allowance  should  be  provided  in  the  diet  by  such  foods  as  eggs,  liver,  butter,  and 
milk  fortified  with  vitamin  D  or  by  supplementation.  Insufficient  reliable  informa- 
tion was  available  on  the  content  in  foods  of  three  other  nutrients  for  which 
allowances  were  set  in  1974— vitamin  E,  folacin,  and  zinc — to  make  reliable  esti- 
mates  of  levels  provided  by  the  plans. 

A  TFP  developed  to  meet  the  RDA  would  be  expected  to  provide  generous 
amounts  of  nutrients  for  most  persons.  The  NAS-NRC  states  that  the  basis  for  the 
RDA  is  such  that  "even  if  a  person  habitually  consumes  less  than  the  recommended 
amounts  of  some  nutrients,  his  diet  is  not  necessarily  inadequate  for  those  nutri- 
ents." Although  USD  A  uses  the  RDA  as  a  standard  in  developing  food  plans,  it 
recognizes  that  failing  to  meet  the  RDA  does  not  imply  dietary  inadequacy.  This  is 
fortunate,  because  nationwide  studies  show  that  very  few  people — rich  or  poor — 
have  diets  every  day  that  meet  the  RDA  for  all  nutrients.  These  studies  also  show 
that  average  calorie  intakes  for  sex-age  categories  are  as  much  as  25  percent  below 
the  RDA  for  energy;  yet  obesity  continues  to  be  a  national  problem. 

Fat  provides  30-39  percent  of  energy  in  the  TFP,  depending  on  the  sex-age 
category.  Sugars,  other  than  found  naturally  in  foods,  in  the  plan  provide  12  to  16 
percent  of  energy— less  than  levels  in  consumption  patterns  used  as  the  basis  for 
the  plan.  Cholesterol  levels  do  not  exceed  350  mg  per  day. 

Allowance  for  food  waste 

In  developing  the  plan,  the  RDA  were  increased  by  5  percent  to  allow  for  some 
discard  of  edible  food  without  jeopardizing  the  nutritional  quality  of  the  diet.  (The 
discard  of  inedible  parts  of  food,  such  as  excessive  fat  and  drippings  from  meat  and 
poultry,  peelings  and  bone,  and  losses  of  vitamins  in  cooking,  is  allowed  for  in  the 
nutritive  values  used.)  Allowance  for  edible  discard  is  believed  necessary  because 
some  edible  food  is  discarded  in  most  homes  in  the  preparation  of  food,  as  plate 
waste,  or  due  to  spoilage.  Household  discard  of  edible  rood  of  5-11  percent  has  been 
estimated  from  admittedly  inconclusive  studies  of  food  waste  by  USDA  and  the 
University  of  Arizona.  Our  Center  is  funding  a  study  of  methods  for  measuring 
household  food  losses  at  the  University  of  Arizona. 

How  TFP  costs  are  estimated 

U.S.  average  costs  of  foods  in  the  TFP  for  individuals  in  each  of  the  14  sex-age 
categories  and  for  selected  families  are  estimated  by  the  Consumer  Nutrition  Center 
each  month  and  released  by  USDA.  (Costs  for  the  other  three  plans— low-cost, 
moderate-cost,  and  liberal— are  also  estimated.)  Average  prices  paid  for  almost  2,000 
foods  by  survey  households  with  relatively  low  food  costs  are  used  as  basis  for  the 
TFP  estimates.  Such  prices  reflect  the  assortment  of  food  container  sizes  and 
brands,  quality  of  food  selected,  and  price  levels  of  stores  of  purchase  for  families 
who  use  food  at  relatively  low  cost.  Prices  are  updated  monthly  using  the  Bureau  of 
Labor  Statistics'  Consumer  Price  Index  for  the  most  detailed  food  groupings. 

The  September  1980  cost  for  foods  in  the  TFP  for  the  four-person  household  ($233 
per  month)  is  the  basis  for  the  food  stamp  allotment  for  four-person  households  with 
no  income  (effective  for  the  1981  calendar  year,  in  accordance  with  the  Food  Stamp 
Act  Amendments  of  1980).  For  smaller  and  larger  households,  the  maximum  allot- 
ment is  adjusted  for  the  number  of  household  members  and  for  economies  associ- 
ated with  buying  and  using  food  in  large  households  relative  to  small  ones. 

Many  households,  whether  or  not  they  are  eligible  for  food  stamps,  do  not  select 
nutritious  assortments  of  food.  Receipt  of  enough  food  stamps  to  buy  the  TFP,  of 
course,  will  not  assure  that  the  recipient  gets  a  nutritious  diet.  Food  stamp  recipt- 
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ents  may  not  use  their  stamps  to  purchase  foods  as  suggested  in  the  TFP.  They  may 
make  more  or  less  economical  and  nutritious  choices  than  those  in  the  plan. 
The  TFP  is  but  one  of  many  combinations  of  foods  that  could  be  developed  at 
extremely  low  cost.  Amounts  of  food  groups  in  consumption  patterns  could  be 
changed  in  other  ways  to  provide  nutritious  diets.  While  such  combinations  would 
deviate  further  than  the  thrifty  plan  from  food  consumption  patterns  as  reported  in 
1965-66,  they  might  be  as  acceptable  as  the  TFP  to  some  households.  Other  plans  at 
the  same  or  lower  cost  than  the  TFP  could  be  developed  if  selections  of  foods  within 
food  groups  were  limited  to  only  those  foods  which  are  less  expensive,  rather  than 
selections  typical  of  those  in  survey  households.  However,  for  purposes  of  estimating 
the  nutritive  value  and  the  cost  of  a  plan  for  use  nationwide,  average  selections  of 
foods  in  food  groups  based  on  those  made  by  survey  families  with  relatively  low  food 
costs  have  been  used. 

TFP  costs  and  the  cost  and  quality  of  U.S.  diets 

The  Nationwide  Food  Consumption  Survey  1977-78  provides  information  that 
shows  that  some  households  spend  at  levels  below  the  maximum  food  stamp  allot- 
ment level  based  on  the  cost  of  the  TFP.  It  also  shows  that  some  households 
spending  at  the  maximun  allotment  level  used  food  that  provides  the  RDA  for  11 
nutrients  studied. 

The  TFP  was  developed  at  a  cost  level  below  which  10  percent  of  U.S.  households 
spent  in  1965-66.  In  1977-78,  of  over  14,000  U.S.  households  surveyed,  11.6  percent 
used  food  at  home  during  the  survey  week  valued  at  less  than  the  maximum  food 
stamp  allotment  for  a  household  of  that  size. 

The  nutritive  value  of  household  diets  was  estimated  and  compared  to  the  1974 
RDA  for  11  nutrients.  (This  is  but  one  of  several  measures  of  nutritional  quality  of 
household  diets  that  might  be  used.)  Of  households  using  food  valued  at  the  full  food 
stamp  allotment  level,  9  percent  used  food  that  met  the  RDA  for  11  nutrients  and 
33  percent  used  food  that  met  80  percent  or  more  of  the  RDA  for  11  nutrients,  as 
shown  in  Figure  2.  At  a  cost  level  15  percent  above  the  allotment  level,  18  percent 
of  the  household  diets  met  the  full  RDA  and  51  percent  met  80  percent  of  the  RDA 
or  more.  At  a  cost  level  15  percent  below  the  allotment  level,  3  percent  of  the 
household  diets  met  the  full  RDA  and  16  percent  met  80  percent  RDA  or  more.  As 
discussed  earlier,  diets  that  meet  the  RDA  would  be  expected  to  provide  generous 
amounts  of  nutrients  for  most  persons;  and  failure  to  meet  the  RDA  for  all  nutri- 
ents does  not  imply  dietary  inadequacy. 

Table  4  shows  the  average  money  value  of  food  per  person  per  week,  for  five 
groups  of  households,  by  income  reported  in  the  spring  of  1977.  The  three  lowest 
income  groups  had  money  values,  on  the  average,  that  were  about  the  same.  It 
appears  that  differences  in  food  costs  among  households  within  an  income  group  are 
larger  than  differences  among  income  groups,  and  that  food  costs  may  be  related 
less  to  household  income  than  to  other  factors.  Factors  affecting  the  cost  and 
nurtritional  quality  of  diets  of  low-income  households  are  being  studied  under 
contract  with  the  University  of  Missouri. 

Since  the  TFP  was  developed  in  1975,  new  information  has  become  available  on 
food  consumption  and  food  prices  of  households  (Nationwide  Food  Consumption 
Survey  1977-78),  on  nutritional  goals  (1980  Recommended  Dietary  Allowances  and 
other  dietary  standards),  and  on  the  content  of  several  additional  nutrients  in  an 
increasing  number  of  foods.  USDA  is  now  using  this  new  information  to  evaluate 
and  revise  the  thrifty  food  plan  as  well  as  the  other  more  costly  plans. 
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Table  2.— Food  list 1  for  a  month  based  on  the  thrifty  food  plan  for  an  average 
4-person  household  receiving  food  stamps 

Milk  (includes  nonfat  dry  milk)  (quarts) 54 

Cheese 4% 

Ice  cream  (quarts) 6 

Beef 13 

Pork 6% 

Variety  meat 3% 

Poultry 7 

Fish 2 

Eggs  (dozen) 5 

Dry  beans 2% 

Mature  beans,  canned 4 

Peanut  butter 2% 

Carrots 3 

Dark-green  leafy  vegetables 2 

Other  dark-green  and  deep-yellow  vegetables IVi 

Citrus  fruit  or  juice 17 

Tomatoes,  tomato  products 9 

Potatoes 24 

Apples 8tt 

Bananas 5 

Other  fresh  fruit 8tt 

Fruit,  canned 5Vi 

Fruit  juice,  canned 2Vi 

Lettuce,  salad  greens 4 

Cabbage 2% 

Other  fresh  vegetables 7Vi 

Snapbeans,  canned 2 

Green  peas,  canned 2 

Other  canned  and  frozen  vegetables,  vegetable  soup 7 

Flour  and  mixes 12 

Cornmeal 3 

Rice  and  pasta 6 

Ready-to-eat  cereal,  other  cereal 8 

Bread 26 

Crackers 2Vi 

Other  bakery  products;  soups  mainly  rice  or  pasta 11 V4 

Margarine,  butter 5 

Shortening,  oil,  or  salad  dressing 5 

Sugar 8 

Other  sweets 5Vi 

1  Amounts  in  pounds  unless  otherwise  specified. 

NOTE:  Provides  for  the  average  food  needs  (as  suggested  in  the  thrifty  food  plan  for  men, 
women,  and  children  of  different  ages)  of  4-person  households  receiving  food  stamps.  National 
Survey  of  Food  Stamp  and  Food  Distribution  Program  Recipients,  November  1973.  In  addition  to 

foods  listed,  most  families  use  some  other  foods:  coffee,  tea,  cocoa,  soft  drinks,  punches,  ades, 
leavening  agents,  and  seasonings.  Approximately  5  percent  above  the  cost  of  the  foods  on  the 
list  is  allowed  for  purchase  of  these  foods  when  costs  for  the  plan  are  estimated. 
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TABLE  4.-M0NEY  VALUE  OF  FOOD  USED  AT  HOME  PER  PERSON  PER  WEEK,'  SPRING  1977 

Income  (1976)  before  taxes 


FoodFOup2                                        Ail  Under         $5,000  to      $10,000  to  $15,000  to  $20,000 

income*  $5,000          $9,999         $14,999  $19,999  and  more 

All  food* $16.44  $15.42       $15.17       $15.39  $16.04  $18.46 

Milk,  cream,  cheese 2.02  1.77          1.81          1.96  1.93  2.37 

Meat,  poultry,  fish 5.64  5.50          5.11          5.22  5.82  6.32 

Eggs,  dry  legumes,  nuts* 71  .75            .72            .77  .64  .71 

Vegetables 1.96  1.93          1.98          1.78  1.83  2.10 

Fruit 1.26  1.16           1.18           1.15  1.15  1.45 

Grain  products 1.96  1.85          1.82          1.89  1.86  2.20 

Fats,  oils 48  .46            .48            .44  .46  .51 

Sugar,  sirup,  jelly,  candy 43  .38           .39           .44  .40  .48 

Soft  drinks,  punches,  prepared  desserts 63  .59           .63           .63  .67  .67 

Alcoholic  beverages 61  .39           .35           .47  .82  .87 

Other  foods .74  .64            .70            .64  .48  .78 

Household  size  in  number  of  21-meal  persons 2.82  1.96          2.55          2.95  3.30  3.25 

1 1  person  considered  to  eat  21  meals  from  home  supplies  during  7  days. 

2  Mixtures  and  soups  included  with  main  ingredients  except  those  mainly  meat,  which  are  included  with  eggs,  dry  legumes,  and  nuts. 

3  Includes  households  with  income  not  reported. 

4  Includes  value  of  food  that  was  bought,  home  produced,  or  received  as  gift  or  pay  and  used  by  household  members  and  guests.  Value  of  food 
received  without  direct  expense  by  a  household  is  based  on  average  price  per  pound  paid  for  that  food  by  survey  households  in  the  same  region. 

5  Includes  plate  dinners  with  main  items  mostly  meat,  poultry,  and  fish. 

Source:  USDA  Nationwide  Food  Consumption  Survey  1977-78.  48  conterminous  States,  spring  1977  (preliminary). 
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Thrifty  Food  Plan  Compared  with  Food  Consumption 
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Statement  of  James  Hacking,  Legislative  Counsel  for  Federal  Legislation, 
Representing  the  National  Retired  Teachers  Association  and  the  Ameri- 
can Association  of  Retired  Persons 

In  an  era  when  there  is  a  general  consensus  among  the  public  (including  among 
our  Association's  12  million  members)  that  efforts  must  be  made  to  reduce  and 
control  federal  spending,  expensive  and  expanding  programs  such  as  the  Food 
Stamp  Program  attract  attention.  In  its  seventeen-year  history,  the  Food  Stamp 
Program  has  grown  enormously  in  terms  of  its  costs  and  the  number  of  participants 
it  serves.  In  1965,  the  first  full  year  of  operation,  less  than  one-half  of  one  million 
persons  participated  in  the  program  at  a  cost  of  $32.5  million.  By  1982,  USDA 
estimates  that  22.7  million  persons  will  receive  food  stamps  at  a  cost  in  excess  of  $12 
billion.  For  the  third  year  in  a  row,  a  supplemental  appropriation  of  some  $1  billion 
is  needed  to  fully  fund  the  program  beyond  its  $9.7  billion  spending  ceiling  for  the 
remainder  of  fiscal  year  1981. 

With  costs  and  numbers  of  participants  (currently  one  out  of  every  ten  Ameri- 
cans) skyrocketing,  and  a  shortfall  of  funds  for  the  remainder  of  fiscal  year  1981,  it 
is  almost  certain  that  major  changes  and  reforms  will  be  made  in  the  Food  Stamp 
Program  when  it  is  reauthorized  for  fiscal  year  1982.  Our  Associations  recognize  and 
support  the  concept  that  reform  of  this  program  is  only  one  part  of  a  greater 
objective  to  balance  the  budget  and  to  help  reduce  the  rate  of  inflation  in  this 
country.  In  fact,  reducing  the  rates  of  inflation  and  unemployment  would  be  the 
best  way  to  cut  the  costs  of  this  program  because  it  is  so  obviously  sensitive  to 
sustained  adverse  economic  conditions. 

According  to  USDA,  each  1  percent  increase  in  food  prices  adds  $148  million  a 
year  to  the  costs  of  this  program.  Additionally,  each  1  percent  in  unemployment 
adds  over  1  million  persons  to  the  program  at  a  cost  of  $580  million  a  year  in 
program  costs. 

The  Associations  totally  support  federal  efforts  aimed  at  reducing  the  rate  of 
inflation  since  the  elderly  population  in  particular  would  benefit  from  such  action. 
In  supporting  these  objectives  we  also  realize  (as  does  the  Administration)  that  it 
will  take  some  time  for  anti-inflation  policies  to  be  effective.  Until  they  do  begin  to 
take  effect,  however,  we  will  continue  to  see  a  decline  in  the  elderly's  real  income 
and,  specifically,  an  increase  in  the  rates  of  poverty  and  near-poverty  among  them. 

In  1969,  25  percent  of  the  elderly  were  below  the  poverty  level.  Through  expan- 
sion of  government  support  programs  in  the  late  1960's  and  throughout  most  of  the 
1970's,  much  progress  was  made  in  reducing  the  rate  of  poverty  among  the  elderly. 
By  1978,  the  aged  poverty  level  had  declined  to  less  than  14  percent.  The  1979 
poverty  data,  however,  revealed  very  startling  and  disturbing  statistics.  In  just  one 
year  (from  1978  to  1979)  the  poverty  rate  for  the  elderly  jumped  from  13.9  percent  to 
15.1  percent.  That  is  the  largest  rate  increase  since  the  Census  Bureau  began 
collecting  statistics.  While  the  aged  poverty  rate  escalated  in  1979,  the  rate  for 
persons  under  age  65  remained  static  at  11.1  percent.  Furthermore,  the  rate  of  near 
poverty  (125  percent  of  the  poverty  level)  for  the  elderly  rose  to  24.7  percent  as 
compared  to  15.2  percent  for  the  under  age  65  population. 

In  the  same  year,  31  percent  of  the  elderly-headed  households  had  annual  in- 
comes at  or  below  $5,000  as  compared  to  only  9  percent  of  the  nonelderly-headed 
households.  Sixty-two  percent  of  the  elderly-headed  households  had  annual  incomes 
at  or  below  $10,000,  compared  to  only  21  percent  for  the  non-elderly-headed  house- 
holds. Even  adding  the  cash  value  of  in-kind  benefits  the  elderly  receive  cannot 
change  the  fact  that  the  elderly  as  a  group  generally  subsist  on  low  and  in  many 
cases,  extremely  inadequate  incomes. 

The  income  situation  for  the  near  future  appears  even  bleaker.  According  to  a 
1980  Association  commissioned  study,  entitled  "Inflation  and  the  Elderly",  Data 
Resources,  Inc.  forcasted  that  even  if  current  programs  remain  in  place  with  no 
legislated  cutbacks,  the  elderly's  share  of  income  relative  to  that  of  the  non-elderly 
will  decline  sharply  beginning  in  1981.  The  1979  Census  Bureau  statistics  indicate 
that  this  trend  had  already  begun  two  years  ago  with  respect  to  the  very  low-income 
elderly. 

Given  the  deterioration  that  is  occurring  in  the  elderly's  income  situation  it  is 
unfortunate  that  programs  which  serve  the  poor  and  near  poor  among  them  are 
being  slated  for  substantial  and  immediate  reductions.  If  most  of  the  proposed  cuts 
in  the  Food  Stamp  Program  were  put  into  place,  benefits  for  older  persons  already 
living  on  low  incomes  would  be  reduced  or  eliminated  in  October  1981.  These 
persons  can  ill  afford  precipitious  cutbacks  in  benefits  and  it  is  highly  unlikely  that 
they  would  be  able  to  work  as  a  means  for  protecting  their  income.  Over  time,  these 
cuts  will  also  have  a  cumulative  damaging  effect  because  they  will  render  more  and 
more  needy  elderly  ineligible  for  food  stamps. 
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We  urge  you  to  closely  examine  the  following  reform  proposals  in  terms  of  their 

impact  on  elderly  persons: 

O'ro*«  income  at  140  percent  of  poverty 

Basing  eligibility  on  a  households  gross,  rather  than  net,  income  with  an  income 
ceiling  set  at  130  percent  of  the  poverty  threshold  is  intended  to  eliminate  house- 
holds with  higher  incomes  that  are  able  to  take  advantage  of  certain  deductions  as 
well  as  households  that  are  temporarily  out  of  work.  It  will  also  immediately 
eliminate  older  single  person  households  with  incomes  currently  $4930  annually,  or 
about  $411  a  month,  and  older  couples  with  incomes  of  $6521  annually,  or  approxi- 
mately $543  a  month.  While  the  poverty  level  would  automatically  rise  every  year 
for  inflation  and  thus  130  percent  of  poverty  would  be  higher  in  dollar  terms  in 
January  1982,  this  ceiling  remains  extremely  low  and  harsh  for  elderly  recipients. 

First  of  all  it  places  a  totally  inflexible  ceiling  on  eligibility.  If  the  ceiling  were 
operative  today,  an  elderly  single  person  with  a  monthly  income  of  $411  would  be 
eligible  whereas  another  elderly  single  person  with  an  income  of  just  a  few  dollars 
more  than  $411  would  be  ineligible  to  receive  benefits.  Moreover,  the  single  elderly 
person  receiving  $411  a  month  in  income  would  become  ineligible  if  he/she  received 
any  income  at  all,  no  matter  how  small  an  amount,  above  the  limit  of  $411  a  month. 

second,  the  130  percent  ceiling  proposal  would  deny  food  stamps  to  many  elderly 
who  have  incomes  over  the  ceiling,  but  who  have  extremely  high  shelter  and 
medical  expenses  which  permitted  them  to  receive  food  stamps  in  the  past  Older 
persons  in  comparison  to  younger  consumers,  spend  a  disproportionate  amount  of 
their  incomes  on  basic  necessities.  The  current  Food  Stamp  Program  recognizes  that 
most  elderly  persons  have  high  medical  expenses  and  high  shelter  costs,  particularly 
relating  to  fuel  and  utility  costs.  Studies  done  by  the  Bureau  of  Labor  Statistics 
indicate  that  in  comparison  to  the  non-elderly,  the  elderly  spend  33  percent  more  of 
their  budgets  on  fuel  and  utilities,  11  percent  more  on  housing  and  44  percent  more 
on  out-of-pocket  health  expenses.  The  lower  their  income,  the  less  flexibility  the 
older  person  has  in  shifting  consumption  patterns  to  accommodate  the  higher  prices 
of  basic  necessities.  For  the  elderly  who  do  participate,  the  Food  Stamp  Program  is 
not  simply  a  public  transfer  or  supplement  program.  It  is  a  program  which  is 
sensitive  to  the  high  medical  care  and  shelter  costs  which  the  elderly  must  bear. 
Those  elderly  persons  who  qualify  for  food  stamps  now  because  the  program  takes 
these  expenses  into  account  will  be  ineligible  as  soon  as  this  provision  takes  effect 

Freezing  the  standard  deduction  at  its  1981  level 

Freezing  the  standard  deduction  at  $85  will  have  serious  repercussions  in  the  near 
future  for  many  elderly  eligibles.  Those  persons  who  now  receive  low  food  stamp 
allotments  will  immediately  be  denied  benefits  if  this  proposal  takes  effect.  Over 
time,  freezing  the  standard  deduction  will  progressively  reduce  and  deny  food 
■tamps  to  increasing  numbers  of  elderly  persons  who  have  income  from  indexed 
sources,  such  as  social  security,  Supplemental  Security  Income  and  veterans  pen- 
sions. As  benefits  from  these  programs  rise  to  keep  pace  with  inflation,  recipients 
will  register  "higher"  (inflation  adjusted)  incomes  for  food  stamp  purposes  and  will 
thus  qualify  for  fewer  food  stamps — or  none  at  all.  This  proposal  amounts  to  an 
overall  reduction  in  real  benefits  for  individuals,  most  of  whom  are  already  subsist- 
ing at  the  margin. 

Retrospective  accounting 

The  Associations  support  the  proposal  to  base  eligibility  on  income  received 
during  the  last  HO  days  rather  than  estimating  future  incomes.  We  agree  that  this 
should  reduce  the  rate  of  erroneous  payments  by  more  accurately  detennining 
income  levels.  While  this  proposal  does  not  address  the  problem  of  emergency  food 
■tamps,  a  thirty-day,  prior  income  determination  period  would  not  appear  to  pose 
undo  hardships  on  older  persons  because  their  incomes  tend  to  be  regular. 

It  should  be  pointed  out,  however,  that  this  step  may  exacerbate  inconsistencies 
between  the  Food  Stamp  Program  and  Supplemental  Security  Income  (SSD.  Cur- 
rently most  SSI  recipients  are  determined  eligible  based  on  a  three-month  prospec- 
tive accounting  period.  For  the  elderly  this  is  a  fairly  accurate  period  of  time 
because  of  the  fact  that  their  incomes  are  regular  and  relatively  fixed.  We  would 
suggest  that  consideration  be  given  to  allowing  states  more  flexibility  in  determin- 
ing eligibility  for  households  where  all  persons  are  receiving  (or  applying  for)  SSI 
benefits. 

This  could  be  easily  administered  since  households  where  everyone  is  receiving  or 
applying  for  SSI  payments  are  now  allowed  to  apply  for  food  stamps  at  their  local 
social  security  office.  According  to  federal  regulations,  these  persons  are  to  be 
assigned  the  longest  suitable  certification  period.  This  approach  makes  the  applica- 
tion process  easier  for  aged  persons.  It  also  cuts  time  and  administrative  costs 
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because  it  allows  verification  of  the  same  information  required  by  both  programs  at 
one  time.  This  "one-stop  shopping"  is  the  first  step  toward  streamlining  assistance 
programs  for  the  elderly. 

Repealing  medical  expense  liberalization  scheduled  for  1982 

A  decrease  in  the  medical  expense  deduction  threshold  from  $35  to  $25  a  month  is 
scheduled  to  take  effect  in  1982.  Repealing  this  improvement  ignores  the  fact  that 
the  elderly  spend  more  on  health  care  costs  than  any  other  age  group.  In  1979, 
based  on  conservative  estimates,  average  out-of-pocket  health  costs  for  the  elderly 
were  $1,000  per  person  per  year  or  about  $84  a  month.  While  $84  does  not  seem 
high,  for  the  older  single  person  with  an  income  at  130  percent  of  the  poverty  level 
it  means  he/she  has  only  $327  left  in  the  average  month  to  spend  on  other  basic 
necessities. 

During  the  last  Congress,  legislators  recognized  the  impact  that  increased  costs  in 
medical  care  have  on  the  low  income  elderly  and  therefore,  decreased  the  threshold. 
As  long  as  increases  in  health  care  costs  continue  to  significantly  exceed  already 
high  rates  of  general  inflation,  this  provision  should  not  be  repealed. 

Administrative  savings 

The  Associations  support  efforts  to  tighten  the  management  of  this  program  in 
order  to  correct  payment  errors  and  recover  overpayments.  We  offer  several  other 
proposals,  relating  to  the  program's  indexing  that  would  help  reduce  administrative 
costs. 

Since  34  percent  of  current  food  stamp  households  receive  either  Social  Security 
or  SSI  payments,  we  believe  that  the  timing  of  the  inflation  adjustments  for  the 
food  stamp  program  (if  they  are  retained)  should  coincide  with  the  timing  of  the 
inflation  adjustments  in  the  Social  Security  and  SSI  programs. 

Social  Security  and  SSI  beneficiaries  receive  cost-of-living  adjustments  in  July. 
The  $85  standard  deduction,  the  Thrifty  Food  Plan  amounts  as  well  as  the  $115  cap 
on  excess  shelter/dependent  care  costs  for  the  Food  Stamp  Program  are  adjusted  for 
inflation  in  January.  When  older  persons  receive  increases  in  Social  Security  or  SSI 
payments  in  July,  they  register  higher  incomes  for  Food  Stamp  purposes.  Conse- 
quently, their  Food  Stamp  benefits  are  either  reduced  or  eliminated  until  the 
following  January  when  Food  Stamp  inflation  adjustments  are  made.  At  this  point 
some  of  these  older  persons  are  either  recertified  for  Food  Stamps  or  find  their 
allotments  are  increased.  For  the  sake  of  conformity  and  reducing  administrative 
costs,  standard  indexing  periods  should  be  used.  All  food  stamp  adjustments  should 
be  made  in  July  rather  than  January. 

Cash-out  food  stamps  for  SSI  households 

For  many  years,  we  have  advocated  that  the  value  of  food  stamps  be  cashed-out 
for  SSI  recipients  and  added  to  the  federal  SSI  payment  standard.  The  increased 
costs  to  the  Federal  Government  of  this  proposal  would  be  partially  offset  by  the 
decrease  in  administrative  burdens  and  benefit  costs  for  the  Food  Stamp  Program. 

Participation  in  the  Food  Stamp  Program  has  been  very  low  for  SSI  recipients 
(who  are  elderly,  blind  or  disabled).  In  1978,  only  21.5  percent  of  SSI  recipients 
received  Food  Stamps  in  forty  seven  states  (California,  Massachusetts  and  Wisconsin 
already  cash-out  Food  Stamps  for  these  persons).  This  rate  takes  into  account  the  42 
percent  increase  in  elderly  household  participation  that  resulted  from  the  elimina- 
tion of  the  purchase  requirement  in  1977. 

Cashing  out  and  combining  Food  Stamp  benefits  with  SSI  payments  would  be  a 
simple  method  for  addressing  the  low  participation  problem  and  assure  that  a  truly 
needy  segment  of  our  society  would  receive  food  stamps.  It  would  also  further  the 
Administration's  goal,  which  our  Associations  support,  of  reforming  federal  assist- 
ance programs  so  that  benefits  are  targeted  on  those  most  in  need  of  assistance. 

Tax  cuts 

Recently  Agriculture  Secretary  Block  stated  that  households  made  ineligible  by 
the  Administration's  proposed  reform  in  the  Food  Stamp  Program  would  receive 
compensating  benefits  from  their  proposed  tax  cut  package.  For  elderly  households, 
this  statement  is  inaccurate.  The  tax  structure  is  such  that  older  couples  do  not 
begin  to  pay  taxes  until  their  taxable  incomes  are  over  $7,400  a  year.  Since  social 
security  and  SSI  payments  are  considered  non-taxable  income,  most  elderly  Food 
Stamp  recipients  who  receive  this  type  of  income  are  not  paying  taxes. 

Furthermore,  130  percent  of  poverty  for  an  older  couple  today  is  an  annual 
income  of  $6,521.  An  older  couple  with  an  income  between  $6,522  and  $7,400  would 
not  only  be  ineligible  for  food  stamps,  but  they  would  receive  nothing  back  from  the 
tax  cut  proposal.  Because  approximately  three-fifth's  of  elderly-headed  households 
had  incomes  which  included  social  security  and  SSI  below  $10,000  and  approximate- 
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lv  one-third  had  incomes  below  $5,000  in  1979,  it  can  reasonably  be  i 

there  would  be  a  large  group  of  elderly  households  whose  income  would  be  i 

the  proposed  Food  Stamp  eligibility  levels  and  below  the  proposed  tax  bahflity 

levels.  These  persons  would  find  themselves  short  shifted  on  either  end. 

In  summary,  the  Associations  urge  you  to  consider  the  immediate  and  future 
impact  that  some  of  the  Administration's  proposals  will  have  on  the  poor  and  low 
income  elderly.  These  persons,  by  virtue  of  their  age,  low  income,  and  high  ex- 
penses, are  unable  to  bear  any  further  reductions  in  the  federal  assistance  upon 
which  they  depend. 


Statement  or  Kenneth  Peterson,  Legislative  Representative,  Department  of 
Legislation,  American  Federation  or  Labor  and  Congress  or  Industrial 
Organizations 


We  appreciate  the  opportunity  to  testify  before  this  Committee  on  the  . 
tration's  proposed  cuts  in  the  rood  Stamp  Program.  The  AFL-CIO  considers  the 
Food  Stamp  Program  the  nations'  principal  defense  against  hunger  for  those  who 
are  forced  out  of  jobs,  working  for  inadequate  wages,  or  through  necessity,  required 
to  live  within  the  constraints  of  a  welfare  budget.  The  Administration's  misguided 
efforts  to  cut  benefits  to  those  who  are  receiving  food  stamps  should  be  directed 
instead  to  reducing  the  number  of  poor  who  need  them. 

The  growth  in  this  program  is  directly  related  to  the  lack  of  growth  in  the 
economy.  As  the  unemployment  rate  goes  up  so  does  the  need  for  assistance.  Each 
additional  1  percent  of  unemployment  increases  food  stamp  participation  by  1  to  1.2 
million  persons.  Every  1  percent  increase  in  the  inflation  rate  adds  $100  million  to 
the  cost  of  the  Food  Stamp  Program.  Even  state  and  local  budgetary  difficulties 
impact  on  the  Food  Stamp  Program.  More  and  more  states  are  decreasing  their 
welfare  payments  to  the  poor  and  forcing  the  Food  Stamp  Program  to  take  up  the 
slack. 

Claims  of  providing  a  safety  net  for  the  truly  poor  are  patently  false  when  used  to 
justify  the  large  cuts  to  be  made  in  the  Food  Stamp  Program.  All  recipients  of  this 
assistance  are  poor  as  measured  by  the  official  poverty  line  which  itself  is  unrealie- 
tically  low  as  a  measure  of  real  poverty.  Over  half  of  all  food  stamp  households  have 
gross  incomes  of  less  than  $3,600  a  year;  over  70  percent  have  gross  incomes  below 
$4,800  a  year  and  87  percent  are  below  the  poverty  line.  Those  with  incomes  above 
the  poverty  line  have  numbers  of  dependents  and  excessive  shelter  and  other 
expenses  which  bring  their  net  income  below  the  poverty  level. 

The  present  Food  Stamp  Act  is  the  result  of  intensive  efforts  over  the  past  four 
years  to  improve  and  streamline  the  program's  operation.  Substantial  revisions 
have  made  the  benefits  more  accessible  to  those  who  need  them  the  most  while  at 
the  same  time  strengthening  and  simplifying  administrative  procedures.  We  will 
resist  all  efforts  to  undo  these  program  improvements. 

The  Administration's  proposals  for  cuts  in  this  program,  which  provides  poor 
Americans  an  average  of  44  cents  a  meal  for  food,  make  a  mockery  of  its  claim  of 
equity  in  its  proposed  budget  cuts.  The  Food  Stamp  Program  is  absolutely  essential 
to  prevent  hunger  and  starvation  for  millions  of  unemployed,  poor  and  elderly 
Americans.  We  will  fight  efforts  which  would  add  hunger  to  the  already  great 
misery  of  millions  of  jobless  workers  and  their  families. 

The  Administration  has  made  the  following  proposals  for  slashes  in  the  Food 
Stamp  Program: 

Basing  eligibility  and  benefits  on  income  during  a  prior  period  rather  than  on 
current  need  (retrospective  accounting) 

Retrospective  accounting  assumes  that  all  Americans  have  sufficient  income  to 
accumulate  savings  for  periods  of  economic  distress.  Such  is  not  the  case.  Using  this 
method  for  determining  eligibility  would  mean  that  a  worker  who  has  suffered  a 
recent  job  loss  or  who  has  run  out  of  unemployment  insurance  would  have  to  suffer 
a  period  of  several  weeks  with  no  income  before  being  eligible  for  food  stamps  with 
which  to  feed  his  or  her  children.  This  provision  would  most  heavily  penalise 
migrant  and  other  low  income  workers  with  fluctuating  income. 

This  provision  would  also  penalize  strikers  and  their  families  who  otherwise 
qualify  on  the  same  basis  as  other  needy  Americans.  Even  though  strikers  make  up 
a  mere  two-tenths  of  one  percent  of  food  stamp  recipients,  they  are  repeatedly 
singled  out  for  attack.  We  believe  that  anyone  fulfilling  the  stringent  income  and 
asset  eligibility  requirements  of  the  food  stamp  program  should  be  entitled  to 
receive  its  benefits  no  matter  what  the  cause  of  his  economic  condition.  To  arbitrar- 
ily refuse  these  benefits  to  workers  on  strike  whose  tax  dollars  support  these  and 
other  federal  programs  is  a  gross  injustice. 
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It  is  likely  that  monthly  income  reporting  for  those  families  already  receiving 
food  stamps  would  be  a  part  of  this  proposed  change  and  cause  further  suffering.  If 
it  were  to  go  into  effect,  households  failing  to  mail  in  a  report  form  each  month 
would  be  automatically  eliminated  from  the  program.  This  would  work  serious 
hardships  on  the  elderly,  functionally  illiterate,  blind,  disabled,  and  non-English 
speaking  people. 

The  concept  of  retrospective  accounting  is  based  on  the  unrealistic  and  inappro- 
priate assumption  that  the  working  poor  who  are  just  barely  able  to  live  in  today's 
economy  can  somehow  budget  money  for  an  unforseen  period  when  they  lose  their 
source  of  income.  The  Food  Stamp  Program  must  at  the  very  least  provide  assist- 
ance to  hungry  children  when  they  need  it  and  not  weeks  later. 

Elimination  of  the  inflation  adjustment  in  the  food  stamp  maximum  shelter  deduc- 
tion and  the  standard  deduction 

At  a  time  when  energy  costs  are  rising  rapidly  and  inflation  is  increasing  the  cost 
of  other  necessities  that  poor  families  must  purchase,  the  Administration  is  propos- 
ing to  freeze  the  amount  of  shelter  deduction  allowed  a  poor  family  when  determin- 
ing their  food  stamp  allotment.  Currently,  in  addition  to  the  $85  monthly  standard 
deduction  allowed  each  household,  families  are  allowed  a  deduction  for  the  amount 
by  which  their  shelter  costs  exceed  50  percent  of  their  net  incomes — up  to  a 
maximum  of  $115  a  month.  Let  me  repeat — shelter  costs  of  more  than  50  percent  of 
net  income. 

The  current  $115  maximum  deduction  on  the  entire  shelter  costs  which  includes 
heating  is  already  far  below  actual  costs  in  most  parts  of  the  country.  In  1980  a 
Department  of  Energy  report  estimated  energy  expenditures  alone  to  average  over 
$800  a  year  for  low  income  households.  The  fact  that  this  Administration  plans  to 
freeze  the  cost  of  shelter  at  the  current  level  will  neither  prevent  heating  costs  from 
going  up  or  relieve  the  poor  from  having  to  pay  these  costs. 

The  very  reason  for  the  Food  Stamp  Program  is  to  provide  poor  families  with  the 
means  to  feed  themselves.  Clearly  if  the  cost  of  other  necessities  a  family  must 
purchase  rises  substantially,  the  family  has  less  money  available  to  spend  on  food.  If 
the  increase  in  the  cost  of  other  necessities  is  not  reflected  in  the  formula  used  to 
determine  food  stamp  benefits,  poor  families  will  simply  have  to  either  cut  back  on 
already  minimal  food  purchases  or  not  pay  their  heating  bills. 

Reducing  food  stamp  benefits  for  all  families  with  children  enrolled  in  schools 
serving  school  lunch 

The  Administration  budget  document  states  that  the  proposed  changes  "will  help 
to  refocus  the  Food  Stamp  Program  on  its  original  purpose — to  ensure  adequate 
nutrition  for  America's  needy  families."  But  this  one  proposal  would  drastically  cut 
the  amount  of  food  stamps  that  would  be  available  to  an  estimated  43  percent  of 
food  stamp  recipients.  These  cuts  would  amount  to  about  $12  a  month  for  each  child 
in  a  family — many  of  the  poorest  families  in  the  country.  For  example,  an  AFDC 
family  with  three  children  would  lose  $300  to  $350  a  year  in  food  stamps  despite  the 
fact  that  maximum  combined  AFDC  and  food  stamp  benefits  in  every  state  in  the 
country  are  below  the  poverty  line. 

It  is  simply  not  correct  to  claim  that  the  Food  Stamp  Program  duplicates  the 
school  lunch  program.  Benefits  under  the  Food  Stamp  Program  are  based  on  the 
Thrifty  Food  Plan  which  provides  an  average  of  44  cents  per  meal — clearly  too  little 
to  provide  three  healthy  meals  a  day.  When  the  Department  of  Agriculture  adopted 
the  low  benefit  payment  plan  it  cited  the  availability  of  free  school  lunches  as  a 
major  reason  for  its  decision.  The  Administration  budget  document  quoted  above 
also  states  that  "By  restructuring  food  stamps  to  complement  other  nutrition  pro- 
grams and  targeting  funds  on  those  whose  low  incomes  prevent  them  from  main- 
taining an  adequate  diet,  significant  savings  can  be  achieved  while  ensuring  to  meet 
their  nutritional  needs."  We  suggest  the  current  program  is  now  doing  and  should 
be  allowed  to  continue  to  do  just  that — complement  other  nutrition  programs. 

Placing  a  gross  income  limit  at  ISO  percent  of  poverty  level 

The  Administration  proposes  to  eliminate  all  households  from  the  Food  Stamp 
Program  if  their  gross  income  exceeds  $11,000  a  year  after  July  1,  1981.  Currently 
the  program  will  provide  assistance  to  families  who  need  help  with  gross  incomes  of 
up  to  $14,000 — but  only  in  those  cases  where  the  allowed  deductions  including 
dependent  care  and  shelter  costs  bring  the  net  income  to  the  poverty  level.  Such  a 
move  would  eliminate  benefits  to  about  5  percent  of  all  food  stamp  recipients,  or 
about  1  million  persons.  The  cut  would  ironically  hit  hardest  at  those  people  who 
are  trying  to  work  their  way  out  of  dependence  on  public  programs. 

Since  1939  Congress  has  repeatedly  reaffirmed  the  social  value  of  assisting  the 
poor  to  become  self-sufficient.  To  prohibit  these  working  poor  from  deducting  the 
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cost  of  their  excessive  shelter,  dependent  care  and  work  related  expenses  would  in 
many  cases  deprive  the  family  of  enough  income  on  which  to  live  and  force  them  to 
give  up  the  wages  from  work  and  rely  totally  on  welfare.  Standard  deduction  and 
arbitrary  gross  income  cutoffs  might  simplify  administrative  management  but  the 
Food  Stamp  Program  is  based  on  an  individual  family's  needs  and  those  can  only  be 
determined  on  an  individual  basis. 

Changing  the  cost-of-living  adjustment  so  food  stamp  benefits  lag  4  to  15  months 
behind  the  actual  cost  of  food 

Food  stamp  benefit  levels  are  already  based  on  the  least  expensive  food  plan  ever 
devised  by  a  government  agency — known  as  the  Thrifty  Food  Plan.  Surely  no  one 
can  argue  that  an  average  benefit  level  of  44  cents  a  meal,  which  this  program 
provides,  is  excessive. 

These  food  stamp  benefit  levels  are  currently  updated  each  January  based  on  the 
increase  in  food  prices  for  the  previous  month  so  by  the  next  update  these  benefits 
are  11  months  out  of  date.  The  Administration  proposes  to  push  these  benefits  even 
further  out  of  line  with  actual  food  prices  by  basing  the  update  each  January  on  the 
cost  of  food  in  the  previous  September  resulting  in  a  benefit  lag  of  4  to  15  months. 
What  appears  to  be  a  minor  administrative  change  amounts  to  further  chipping 
away  at  an  already  miserably  low  allotment. 

In  conclusion,  Mr.  Chairman,  the  AFL-CIO  will  oppose  cuts  in  the  Food  Stamp 
Program  and  other  programs  which  have  been  set  up  to  provide  a  safety  net  for 
those  who  have  lost  their  jobs  and  are  in  need — such  as  the  thousands  of  displaced 
auto  workers  in  Flint  and  Detroit.  These  people,  along  with  millions  of  others 
thrown  into  deprivation  and  poverty,  are  not  the  cause  of  the  poor  economy — they 
are  the  victims  of  it.  These  are  the  people  who  have  the  most  to  lose  as  they  wait  on 
the  Administration's  untested  economic  theory  to  provide  jobs.  To  force  them  and 
their  families  to  starve  in  the  meantime  would  be  unconscionable.  We  urge  your 
Committee  to  maintain  the  full  protections  now  provided  by  the  food  stamps  and 
other  nutrition  programs. 

Women,  infants,  and  children  program 

The  Administration  intends  to  slash  $300  million  from  the  unqualifiedly  success- 
ful Supplemental  Food  Program  for  Women,  Infants,  and  Children  (WIO.  This 
poorly  thought  out  budget  reduction— which  represents  30  percent  of  the  programs 
operating  budget— would  mean  the  loss  of  food  supplements  for  approximately 
700,000  low  income,  nutritionally-at-risk  women,  infants,  and  children. 

This  cut  would  not  only  hit  the  truly  needy,  a  group  the  Administration  has 
promised  to  protect,  but  would  ultimately  mean  far  higher  future  expenditures  in 
the  form  of  Medicaid,  special  education  and  disability  payments  which  would  be 
needed  for  children  with  birth  defects  or  suffering  from  malnutrition. 

The  WIC  Program  provides  prescription  food  packages,  nutrition  education  and 
access  to  health  care  to  2.2  million  poor  women  and  children  determined  to  be  at 
nutritional  risk.  With  the  United  States  ranking  fifteenth  among  industrialized 
nations  in  infant  mortality  according  to  United  Nation  statistics,  it  would  be  a 
travesty  to  dismantle  the  one  program  specifically  targeted  to  this  population. 

Child  nutrition 

The  Administration  is  proposing  a  number  of  cuts  in  the  Child  Nutrition  Program 
which  are  estimated  to  amount  to  close  to  $1  billion  out  of  approximately  $4.5 
billion  for  the  nutrition  programs.  Despite  claims  that  the  poorest  children  would  be 
protected,  the  fact  is  that  all  children  now  receiving  school  lunches  would  be 
affected.  Cuts  in  the  child  care  feeding  program  would  diminish  food  available  to 
very  young  children  in  child  care  centers.  Proposed  increases  in  costs  to  children  of 
working  poor  families  would  make  school  lunches  prohibitive  to  many.  The  cuts 

Croposed  for  the  entire  school  lunch  program  are  so  deep  that  many  schools  would 
e  forced  to  drop  the  program  altogether.  These  measures  if  allowed  to  pass,  would 
combined  with  severe  cuts  in  the  Food  Stamp  Program,  only  add  to  the  suffering  of 
poor  children. 


Statement  of  North  Carolina  Social  Services  Association 

The  North  Carolina  Social  Services  Association  is  an  organization  composed  of 
more  than  3600  employees  of  county  Departments  of  Social  Services  in  North 
Carolina.  Our  members  include  workers  in  the  counties  who  implement  the  Food 
Stamp  Program. 

Attached  are  our  recommendations  for  improvements  in  the  Food  Stamp  Pro- 
gram. A  sound  Food  Stamp  Program  must  be  maintained  if  low  income  citizens  are 
to  have  adequate  and  nutritional  diets.  The  Food  Stamp  Program  has  helped  to 
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improve  nutrition  of  low  income  people.  A  medical  report  sent  around  the  nation  by 
the  Field  Foundation  in  1967  quoted  physicians  saying,  "we  saw  children  in  signifi- 
cant numbers  who  were  hungry  and  sick,  children  for  whom  hunger  is  a  daily  fact 
of  life,  and  sickness  in  many  forms,  an  inevitability.  They  were  hungry,  weak, 
apathetic.  Their  lives  are  being  shortened.  They  are  visibly  and  predictably  losing 
their  health,  their  energy,  their  spirits.  They  are  suffering  from  hunger  and  disease, 
and  directly  or  indirectly,  they  are  dying  from  them — which  is  exactly  what  'starva- 
tion' means." 

Ten  years  later,  the  Field  Foundation  again  sent  doctors  to  the  country's  worst 
areas  of  poverty.  Their  findings  in  1977  were  that: 

"...  there  are  far  fewer  grossly  malnourished  people  in  this  country  today  than 
there  were  ten  years  ago.  Malnutrition  has  become  a  subtler  Droblem.  In  the 
Mississippi  Delta,  in  the  coal  fields  of  Appalachia  and  in  coastal  South  Carolina— 
where  visitors  ten  years  ago  could  quickly  see  large  numbers  of  stunted,  apathetic 
children  with  swollen  stomachs  and  the  dull  eyes  and  poorly  healing  wounds  char- 
acteristic of  malnutrition — such  children  are  not  to  be  seen  in  such  number.  .  .  . 
This  change  does  not  appear  to  be  due  to  an  overall  improvement  in  living  stand- 
ards or  to  a  decrease  in  joblessness  in  those  areas.  In  fact,  the  facts  of  life  for 
Americans  living  in  poverty  remain  as  dark  or  darker  than  they  were  ten  years  ago. 
But  in  the  area  of  food  there  is  a  difference.  The  food  stamp  program,  the  nutrition- 
al component  of  Head  Start,  school  lunch  and  breakfast  programs,  and  to  a  lesser 
extent  the  women-infant-children  (WICJ  feeding  programs  nave  made  the  difference. " 

It  is  important  to  remember,  as  changes  are  made  in  the  Food  Stamp  Program, 
the  reason  for  the  Program's  inception  as  stated  in  the  Food  Stamp  Act  of  1964:  "To 
effectuate  the  policy  of  Congress  and  the  purposes  of  this  Act,  a  Food  Stamp 
Program  which  will  permit  those  households  with  low  incomes  to  receive  a  greater 
share  of  the  nation's  food  abundances,  is  herein  authorized."  Bear  in  mind  that  it  is 
our  duty  to  feed  the  hungry  and  share  our  "nation's  food  abundances". 

NCSSA  RECOMMENDATIONS  ON  FOOD  STAMP  PROGRAM 

(Number  do  not  indicate  priority  order) 

1.  Elimination  of  outreach.— The  present  requirements  make  outreach  cost  ineffi- 
cient. It  consumes  too  many  resources.  It  is  ineffective.  Most  of  the  individuals 
reached  in  this  way  do  not  want  benefits.  Individuals  desiring  to  apply  for  food 
stamps  are  aware  already.  Going  out  in  the  community  brings  in  few  people,  and 
those  would  have  come  in  anyway.  When  individuals  in  community  outside  staff  aid 
with  outreach,  individuals  referred  to  agency  are  often  ineligible,  adding  to  staff 
work  required. 

2.  Cash  out  program.— Giving  cash  instead  of  food  stamps  is  an  oft-discussed  issue. 
Pilot  projects  are  now  in  place,  and  we  suggest  looking  at  those  results  before  this  is 
considered. 

3.  Purchase  price. — Do  not  return  to  Purchase  Price  Requirement.  That  increases 
administration  and  fraud  potential.  It  was  difficult  for  recipients  to  get  entire 
purchase  requirement,  causing  partial  purchases  with  increased  administration. 

4.  Raise  standard  deduction  level  of  elderly  and  disabled  recipients,  defined  in 
present  program  as  "specified"  households,  and  completely  eliminate  medical  deduc- 
tions.—-This  would  eliminate  administrative  time  required  to  verify  medical  ex- 
penses and  would  increase  benefit  levels  for  most  elderly  and  disabled  recipients 
who  are  unable  to  work. 

5.  The  "voluntary  quit"  provisions  should  be  equally  applied  to  certified  house- 
holds as  well  as  applicants.— At  present,  in  certified  households,  individuals  in  those 
households  may  enter  and  leave  employment  without  penalty.  This  should  apply  to 
all  individuals  in  households  subject  to  work  registration  requirements. 

6.  Eliminate  the  separate  household  roomer  and  boarder  policy^— Current  provi- 
sions allow  misrepresentation  of  existing  household  situations.  This  would  be  re- 
turned to  pre-1977  Food  Stamp  Act  conditions. 

7.  With  quality  control,  a  distinction  should  be  made  between  client  error  and 
agency  error. — Client  error  is  beyond  the  worker's  control.  In  determining  errors, 
staff  should  be  charged  with  errors  in  areas  over  which  they  have  responsibility.  It 
is  unfair  and  demoralizing  to  staff  to  be  held  responsible  for  errors  for  which  client 
is  responsible  rather  than  agency. 

8.  Do  away  with  management  and  evaluation.— Presently  this  is  merely  a  policing 
action  or  audit.  To  be  effective,  results  should  be  shared  so  that  administration  can 
be  improved.  This  should  be  combined  with  Quality  Control  and/or  USDA/FNS, 
thus  eliminating  duplicative  policing,  thus  reducing  upper  level  administrative 
costs. 


Digitized  by 


Google 


44* 

'.i  7i',r»  **^*vi  •*/-,»".  *%r  AFTjC  mi  food  itamp  recipients  ihituui  ae  titm  iuik — in 
*r.e  AFTX.  program,  the  rr.cer.er  must  remitter  for  work  wbec.  stare  a  no  diiiit  under 
*xj*  ag*  of  m%  We  iuggest  tnat  the  Food  Scamp  Program  ate  one-  the  age  of  n 
.natea*;  of  Vta  present  ••weive  Failure  to  comply  with  wsrk  reytraDfltt  Lcauiie- 
refers*.  *txs±.<i  result  ir.  :mmed2a£e  diaqua ■  irxation  of  the  entire  bouaehoici  Wick  d» 
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v>  register  for  work  or  show  adequate  good  cause.  An  individual' a  juhyuifity  ta 
work  registration  requirements  ahrAiid  be  baaed  or.  available  hours  of  work  'and 
vjeft  potential  income  counted-. 

10.  Standardize  resent  politic*  for  AFDC  and  food  stamps. — It  m  < 
-worker*  and  client*  to  have  two  different  reserve  policies  to  work  with, 
cause  agency  errors. 

11.  7n*  expedited  rate  policy  %hould  be  eliminated. — Without 
tion,  clients  are  able  to  receive  food  stamps  to  which  they  may  not  be 
Emergency  situation  can  be  taken  care  of  by  prompt  action  in*  haling 
verification. 

12.  Residence  of  more  permanent  nature — A  permanent  residence  sfaooJd  be 
quired,  similar  to  other  programs.  There  should  be  an  "intent  to  remam~  oat 
mined.  Presently,  an  individual  could  move  from  state  to  state,  or  county  to  < 
be  Jiving  in  cars,  tents,  etc. 

13.  Where  fraud  in  involved,  the  entire  household  should  be  disqualified  iMSStmd  of 
only  the  individual  committing  fraud — Determining  the  percent  of  food  Stan 
an  individual  apart  from  the  household  involves  administrative  time  and  is  i 
adequate  percent  of  penalty.  Mandatory  recovery  of  the  fraud  over-ian 
be  possible,  such  as  withholding  food  stamps,  similar  to  provisions 
AFDC.  Also,  when  an  AFDC  mother  is  removed  from  the  AFDC  payment  for  failure 
to  comply  with  child  support  requirements,  the  food  stamp  allotment  should  not  be 
increased  due  to  the  reduced  AFDC  income  since  this  results  in  no  penalty.  No 
overpayments  being  withheld  from  any  assistance  payment  should  be  excluded  as 
income.  Look  at  entire  household  instead  of  just  individual  when  ANY  penalty  is  to 
be  imposed. 

14  TJie  School  Lunch  Program  should  not  be  counted  as  income  against  food 
stamp*.— food  stamp  benefits  would  be  too  low  to  provide  adequate  nutrition  for 
growing  children.  In  addition,  the  administration  required  to  implement  this  would 
cost  more  than  the  savings,  while  doing  nutritional  damage  to  children. 

1 5.  The  requirement  for  an  appointment  prior  to  the  home  visit  should  be  eliminat- 
ed.—Since  home  visits  are  made  only  when  the  worker  feels  the  strong  need  to 
verify,  a  prior  appointment  makes  it  possible  for  the  situation  not  to  be  valid. 

16.  Eliminate  change  report  form.— Most  of  these  returned  are  inadequate  for 
completing  the  required  cnange.  This  adds  to  administrative  time  required-  Toe 
change  report  form  is  a  luxury  form.  With  today's  economy  and  needed  cut  backs 
this  needs  to  be  a  form  placed  to  rest.  The  clients  and  the  workers  prefer  phone 
calls  from  the  client  about  change.  We  are  then  able  to  learn  all  that  has  changed 
and  ask  for  verification  if  needed.  Also  we  are  able  to  make  the  change  to  the  case 
sooner  than  if  we  received  written  information,  had  to  write  to  the  client,  or  try 
several  phone  calls  to  locate.  Agencies  are  able  to  take  immediate  action,  therefore 
saving  money  to  the  program. 

17.  Eliminate  client  permission  for  verification,  collateral  visits.—  When  the  appli- 
cation has  been  signed,  authority  has  been  given  to  verify  any  information  therein. 
Obtaining  permission  can  also  cause  administrative  delays. 

18.  Student  eligibility  changes.— Students  who  live  in  a  dormitory  should  be 
automatically  eliminated.  Taxpayers  are  critical  of  students  who  can  afford  to  live 
in  a  dorm  receiving  food  stamps. 

19.  Congressman  Jeffords9  amendment.—  Although  on  its  face,  the  amendment 
appears  to  be  simple  and  straight-forward,  it  poses  significant  administrative  prob- 
lems and  new  costs  for  state  and  federal  administrators.  For  example,  when  individ- 
uals become  eligible  to  receive  food  stamps,  it  may  not  be  clear  whether  their 
income  will  exceed  the  "exempt  amount".  For  any  individual  that  becomes  liable 
under  this  provision,  the  county  would  have  to  generate  a  "W-2"  type  written 
statement  no  later  than  January  31  of  the  succeeding  calendar  year,  informing  the 
individual  of  the  value  of  the  food  stamp  coupons  received  during  the  preceding 
calendar  year  and  outlining  the  individual's  liability.  The  "W-2"  reporting  require- 
ment would  become  the  responsibility  of  state  and  local  food  stamp  administrators. 
Generating  these  reports  will  be  both  administratively  complex  and  costly. 

20.  Data  is  not  being  collected  to  determine  the  need  for  proposing  three  different 
standard  utility  schedules.— Vie  must  oppose  more  than  one  standard  utility  sched- 
ule. Three  different  schedules  would  increase  the  potential  for  making  errors. 
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Statement  of  Anne  Sapp,  The  Children's  Foundation 

The  Food  Stamp  Act  of  1977,  authorized  by  this  Committee,  has  done  exactly 
what  Congress  intended.  It  has  served  the  truly  needy,  and  it  has  served  them  well. 
Recent  allegations  that  this  program  is  full  of  fat  and  that  it  is  symtomatic  of 
federal  spending  gone  wild  have,  we  believe,  no  basis  in  fact.  And  the  assertion  that 
expenditures  for  food  stamps  can  be  cut  by  $2  billion  without  compromising  the 
program's  ability  to  serve  as  a  "social  safety  net"  for  the  "truly  needy"  is  equally 
untrue. 

The  Food  Stamp  Program  is  the  most  successful  assistance  program  in  history.  It 
is  the  only  program  which  consistently  reaches  both  the  peorest  people  in  the  most 
isolated  regions  and  low-income  and  unemployed  workers.  At  best  the  proposed  cuts 
will  seriously  compromise  the  program's  ability  to  perform  both  these  functions. 
They  may  indeed  cripple  the  program's  usefulness  for  the  very  people  who  need  it 
most. 

The  Regional  offices  of  the  The  Children's  Foundation  serve  15  states  in  the  South 
and  the  West.  Recently  we  undertook  a  county-by-county  analysis  of  participation 
rates  in  the  1027  counties  served  by  our  Southern  and  Western  offices.  Our  analysis 
shows  that  the  dramatic  increase  in  participation  that  occurred  in  the  first  year 
after  EPR  in  no  way  indicates  a  program  gone  wild.  This  increase  was  caused  by  the 
removal  of  a  barrier  to  participation  which  had  kept  almost  50  percent  of  the 
eligible  population  from  receiving  stamps. 

In  other  words,  the  major  reason  for  high  increases  in  participation  after  EPR 
was  low  participation  prior  to  its  implementation.  Several  southern  counties  illus- 
trate the  point: 

In  Dare  County,  North  Carolina,  food  stamp  participation  increased  by  100  per- 
cent following  EPR.  But  prior  to  EPR  only  20  percent  of  the  poor  population  (178 
people)  were  receiving  food  stamps. 

In  Webster  county,  Mississippi,  where  only  1  in  4  eligible  people  received  food 
stamps  in  October,  1978,  participation  increased  by  90  percent.  In  nearby  Washing- 
ton County,  however,  where  slightly  more  than  half  the  eligibles  already  received 
stamps,  the  rate  of  increase  was  44  percent  less  than  half  that  of  Webster  County. 

Our  analysis  also  indicates  that  where  participation  increased  significantly  in  the 
second  year  after  EPR,  those  increases  were  directly  related  to  dramatic  increaes  in 
unemployment. 

In  Webster  County,  Mississippi,  unemployment  increased  from  4.2  percent  in 
July,  1979  to  10.9  percent  in  July,  1980.  Food  stamp  participation  increased  by  35 
percent  during  that  same  period. 

In  Onslow  County,  North  Carolina,  where  food  stamp  partipation  has  increased  by 
almost  200  percent  from  July,  1978  to  July,  1980,  unemployment  has  increased  from 
4.8  percent  in  July  of  1978  to  6.8  percent  in  July  of  1979  to  9.8  percent  in  1980. 

In  Dougherty  County,  Georgia,  63  percent  of  the  poor  population  received  food 
stamps  prior  to  EPR,  and  food  stamp  participation  increased  by  only  16  percent  in 
the  first  EPR  year.  During  the  year  from  July,  1979  to  July,  1980  unemployment 
increased  by  almost  2  percent — and  food  stamp  participation  jumped  by  20  percent. 
In  neighboring  Early  County,  however,  where  unemployment  had  dropped  from  7.3 
percent  in  July,  1979  to  5.6  percent  in  July,  1980,  participation  increases  were 
minimal. 

Available  evidence  in  no  way  substantiates  the  allegation  that  the  Food  Stamp 
Program  is  a  haven  for  cheats  and  chiselers,  or  that  spending  is  out  of  control.  All 
evidence  shows  that  it  is  accomplishing  what  no  other  program  is:  delivering  truly 
needed  assistance  to  the  most  isolated  areas  of  this  country. 

We  of  The  Children's  Foundation  urge  this  Committee  not  to  be  stampeded  by  the 
myth  of  the  food  stamp  Cadillac  or  promises  that  the  proposed  cuts  would  not  affect 
the  truly  needy.  In  fact,  the  impact  of  these  proposed  cuts  on  the  truly  needy  would 
be  devastating.  Two  of  the  cuts  in  particular  would  be  particularly  catastrophic. 

Reducing  food  stamp  allotments  by  the  value  of  available  school  lunch  subsidies  (the 
Helms  amendment) 
In  theory,  this  change  seems  logical.  In  practice,  it  would  be  disastrous.  This 
proposal  is  not  only  targeted  specifically  on  the  poorest  of  the  poor,  it  is  targeted  on 
the  most  helpless  and  vulnerable  poor  people  in  this  country — children.  There  is  no 
southern  state  in  which  a  mother  with  2  school  age  children  can  receive  more  than 
$195  a  month  in  AFDC  payments.  The  maximum  grant  ranges  from  $118  in  Ala- 
bama to  $195  in  Florida.  The  average  grant  for  a  family  of  3  in  the  8  southern  states 
is  $153.50.  Hundreds  of  thousands  of  women  must  make  this  meagre  grant  stretch 
to  pay  for  rent,  lights,  gas,  water,  transportation,  clothing,  soap,  toothpaste,  toilet 
paper,  laundry  and— in  Mississippi— all  medical  costs  for  the  parents.  In  most 
southern  states,  the  food  stamp  allotment  received  by  these  households  is  at  least 


Digitized  by 


Google 


470 


equal  to  the  cash  assistance  they  receive.  In  Mississippi,  Tennessee,  Alabama  and 
South  Carolina,  it  is  larger.  These  families  do  not  supplement  their  food  stamps 
with  cash — they  can't.  And  they  do  not  receive  "duplicated  benefits."  If  a  mother  m 
North  Carolina  has  2  school  age  children  who  eat  lunch  at  school  5  days  a  week, 
food  stamp  benefits  still  provide  her  only  $2.50  (or  83  cents  a  person  per  meal)  to 
feed  her  family  2  meals  a  day. 

This  cut  does  not  onlv  affect  AFDC  recipients,  however.  It  effectively  removes 
program  benefits  from  the  realm  of  the  working  poor.  Mrs.  Mae  Helen  Johnson  of 
Atlanta,  Georgia  is  a  case  in  point.  She  is  estranged  from  her  unemployed  husband. 
She  has  6  children,  one  of  whom  is  deaf  and  must  attend  a  special  school.  She  works 
part-time  in  the  kitchen  of  the  Atlanta  School  for  the  Deaf,  trying  to  stay  off 
welfare.  She  has  4  children  in  school  and  her  sister  keeps  the  two  younger  ones  part 
of  the  day,  since  Ms.  Johnson  cannot  afford  child  care.  She  earns  $217.  They  receive 
$296  in  food  stamps.  After  this  proposed  change  they  would  receive  only  $248  in 
food  stamps. 

Retrospective  income  accounting 

This  proposed  change  will  have  a  devastating  effect  on  the  working  poor.  Propo- 
nents blithely  argue  that  this  provision  will  close  the  door  of  the  Food  Stamp 
Program  to  a  specific  kind  of  program  abuser — the  person  with  high  annual  income 
who  has  no  income  at  the  time  of  application.  In  reality  this  proposal  will  place  an 
enormous  burden  on  the  recently  unemployed,  depriving  them  of  assistance  at  the 
time  when  they  are  most  desperate.  For  example: 

In  Georgia:  A  woman  with  1  child  who  was  earning  $3.98  an  hour  as  a  buffer  at 
the  UniRoyal  plant  in  Dublin  before  the  plant  closed  would  have  to  wait  4  weeks  to 
become  eligible  for  food  stamps.  During  that  month  she  would  have  aero  cash 
income  while  waiting  for  her  unemployment  benefits  to  start. 

In  Mississippi:  A  paint-and-body  worker  with  2  children  earning  $4.00  an  hour  at 
the  Superior  Coach  plant  in  Kosciusko  before  he  was  laid  off  would  have  to  wait  30 
days  from  the  date  of  lay-off  to  become  eligible  for  food  stamps. 

In  North  Carolina:  A  fixer  at  the  Burlington  plant  in  Rocky  Mount  who  was 
earning  $5.25  an  hour  before  the  plant  closed  and  who  has  3  children  would  have  to 
wait  4  weeks  to  become  eligible  for  food  stamps. 

In  Kentucky:  An  assembly-line  worker  with  4  children  who  was  working  at  the 
Ford  plant  in  Louisville  and  earning  $7.91  an  hour  before  he  was  laid  off  would 
have  to  wait  4  weeks  from  the  date  of  lay-off  to  become  eligible  for  food  stamps. 

Families  like  these  would  be  ineligible  for  a  full  month  even  though  they  were 
without  any  income  or  opportunity  to  work. 

The  case  of  Mrs.  Corinne  Hines,  from  Dublin,  Georgia,  illustrates  the  impact  this 
particular  cut  would  have  on  low-income  people.  Until  last  year,  Mrs.  Hines,  who  is 
the  sole  support  of  3  school-age  children,  worked  at  the  UniRoyal  plant  in  Dublin 
earning  $3.81  an  hour.  She  was  ineligible  for  food  stamps.  The  plant  closed  last 
year,  laying  off  700  workers,  and  Mrs.  Hines  immediately  applied  and  was  certified 
for  food  stamps.  Mrs.  Hines  has  been  unable  to  find  work  since  that  time— she  has 
visited  the  Employment  Service  weekly,  applied  for  jobs  at  each  of  the  5  plants  in 
Dublin,  at  every  nursing  home  and  hospital  in  the  county,  and  at  every  store  in 
town.  This  change  would  have  made  Mrs.  Hines  ineligible  for  stamps  for  one  month 
after  her  lay-off;  it  would  mean  that  she  would  have  had  to  wait  4  months  for  her 
food  stamp  allotment  to  reflect  that  her  only  income  is  unemployment;  it  would 
mean  that  once  her  unemployment  ran  out  she  would  have  had  to  wait  another 
month  for  her  allotment  to  reflect  her  lack  of  income.  For  Mrs.  Hines,  already 
laboring  under  the  burden  of  being  jobless  in  a  small  Georgia  town,  this  cut  would 
add  the  intolerable  stress  of  being  unable  to  feed  her  family. 

It  does  not  seem  reasonable  to  destroy  the  effectiveness  of  a  program  because  of 
the  very  fact  that  it  has  been  successful.  Neither  is  it  reasonable  to  provide  fewer 
benefits  because  there  is  more  need  for  them.  It  is,  however,  certain  that  these 
particular  cutbacks  in  the  Food  Stamp  Program  would  bring  hunger  back  to  some  of 
the  neediest  people  in  this  country. 


Statement  of  Richard  Lyng,  Deputy  Secretary  of  Agriculture,  USDA 

Mr.  Chairman  and  Members  of  the  Committee,  I  am  Richard  Lyng,  Deputy 
Secretary  of  the  Department  of  Agriculture.  I  am  pleased  to  be  before  you  today  to 
discuss  reauthorization  of  the  food  stamp  program  and  commodity  distribution 
programs.  I  particularly  want  to  share  with  you  our  proposals  to  improve  the 
operations  of  the  food  stamp  program. 

I  appreciate  the  support  that  this  Committee  has  extended  to  these  nutritional 
assistance  programs  in  the  past. 
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THE  PRESIDENT'S  ECONOMIC  RECOVERY  PROGRAM 

The  proposals  that  I  will  discuss  with  you  today  must  be  examined  as  a  part  of 
the  President's  comprehensive  Program  for  Economic  Recovery.  That  plan  consisted 
of  four  major  components:  (1)  a  substantial  reduction  in  the  growth  of  Federal 
expenditures;  (2)  a  significant  reduction  in  Federal  taxes;  (3)  prudent  relief  of 
Federal  regulatory  burdens;  and  (4)  a  monetary  policy  on  the  part  of  the  independ- 
ent Federal  Reserve  System  that  is  consistent  with  these  policies. 

The  actions  we  will  discuss  today  address  most  immediately  the  first  point  of  the 
President's  plan — decreasing  the  growth  of  Federal  spending.  The  rapid  and  exces- 
sive increase  in  Federal  expenditures  has  disrupted  our  economy,  resulted  in  both 
unemployment  and  high  inflation,  decreased  productivity,  and  discouraged  invest- 
ments. In  the  past  two  years  the  Consumer  Price  Index  for  all  items  went  up  over 
24  percent.  Unemployment  rose  from  nearly  6  percent  to  over  7  percent.  Borrowing 
to  finance  the  growing  Federal  deficits  has  hurt  sustained  economic  growth.  A 
vicious  circle  has  been  created  whereby  sluggish  economic  growth  and  rising  unem- 
ployment leads  to  additional  budget  spending,  higher  budget  deficits,  and  still  less 
growth. 

Efforts  to  control  Federal  spending  and  balance  the  budget  have  been  thwarted  by 
economic  recessions  as  external  economic  forces  reversed  planned  policy  of  Congress 
and  the  Executive  Branch.  Economic  recovery  can  only  be  achieved  by  restraining 
the  growth  of  Federal  spending. 

I  think  it  is  very  important  to  stress  that  an  improved  economy  under  the 
President's  Program  for  Economic  Recovery  will  directly  equate  to  a  reduced  need 
for  program  benefits.  Food  stamp  allotments  are  based  on  the  level  of  food  prices  in 
the  retail  markets  and  the  rate  of  unemployment  affects  the  number  of  program 
participants.  Every  increase  of  1  percent  in  the  price  of  food  adds  $150  million  to 
the  cost  of  the  program.  Every  increase  of  1  percent  in  the  unemployment  rate  adds 
1.25  million  participants,  adding  $557  million  to  issued  benefits  each  year.  Improv- 
ing economic  conditions  will  result  in  a  concurrent  reduction  in  program  costs.  In 
fact,  our  budget  request  for  fiscal  year  1982  is  reduced  $380  million  from  the  prior 
Administration's  estimate,  reflecting  our  overall  program  for  reducing  unemploy- 
ment. 

Mr.  Chairman,  the  average  American  will  be  greatly  benefited  by  the  President's 
economic  program.  As  was  pointed  out  in  the  President's  fiscal  year  1982  budget 
revisions,  current  double  digit  inflation  can  be  cut  in  half  by  1986.  Reduced  tax 
burdens  and  increased  private  saving  will  result  in  productive  investment.  The 
economy  will  revive,  showing  a  steady  and  sustained  year  to  year  growth.  We  expect 
high  unemployment  rates  will  be  reduced,  and  to  see  the  creation  of  some  13  million 
new  jobs  by  1986.  The  bottom  line  effect  of  reducing  Federal  spending  is  an  im- 
proved living  standard  for  all  Americans. 

GROWTH  IN  THE  POOD  STAMP  PROGRAM 

The  growth  of  the  food  stamp  program  is  a  good  case  study  in  examining  the 
overall  growth  in  Federal  expenditures.  Chart  1  displays  the  total  Federal  and  State 
share  of  administrative  costs  of  the  program  during  the  last  10  years.  In  fiscal  year 
1971,  total  program  costs  were  $1.6  billion,  representing  bonus  stamps  of  $1.5 
billion.  In  fiscal  year  1981,  we  expect  costs  to  exceed  $11.4  billion  with  bonus  costs  of 
about  $10.3  billion. 

In  real  dollars,  the  program  has  grown  from  $1.6  billion  to  $5.0  billion  for  a  total 
of  $3.4  billion,  representing  an  average  annual  increase  of  about  12  percent.  During 
the  last  decade  the  total  Federal  budget  outlays  have  grown  from  $197  billion  in 
fiscal  year  1970  to  $580  billion  in  fiscal  year  1980,  an  average  annual  increase  of 
over  11  percent;  corrected  for  inflation  this  represents  a  growth  of  about  3  percent 
annually.  Therefore,  in  real  terms,  the  food  stamp  program  budget  has  grown  much 
faster  than  the  overall  budget,  four  times  as  fast  even  after  adjusting  for  inflation. 

It  is  important  to  keep  in  mind  that  economic  conditions  characterized  by  reces- 
sion and  increasing  inflation  have  strongly  influenced  the  current  program's  costs 
and  number  of  participants,  as  well  as  significant  program  changes  I  will  review 
shortly.  In  fiscal  year  1971,  the  program  was  benefiting  an  average  of  9.4  million 
persons.  Preliminary  data  on  current  participation  shows  an  average  of  nearly  23 
million  persons  monthly. 

BACKGROUND 

Another  very  important  factor  in  the  growth  of  the  program  has  been  the  rapidly 
changing  program  coverage  brought  about  by  extensive  legislative  changes  over  the 
last  decade.  Chart  2  highlights  economic  and  participation  changes  in  the  past 
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decade  and  the  legislative  adjustments  that  were  intended  to  tighten 
requirements  and  improve  and  simplify  administration. 

The  original  Food  Stamp  Act  of  1964  allowed  States  to  define  the  _ 
financial  eligibility  limits  consistent  with  their  varying  standards  for  welfare  j 
ance.  Public  Law  No.  91-671  in  1971  substantially  modified  eligibility  roles 
State-set  to  Federally-set.  The  impetus  behind  the  major  change  was  C 
concern  over  what  was  viewed  as  low  participation  in  the  program. 

In  197.3,  Public  Law  No.  93-86  required  all  areas  of  the  country  to  operate  the 
program  by  July  1974.  This  law  also  mandated  that  food  stamp  allotments  were  to 
be  adjusted  according  to  food-price  changes  semiannually.  This  provision  had  an 
indirect  impact  on  eligibility  requirements  because  the  income  eligibility  standards 
were  tied  to  the  allotment  levels. 

Congress  substantially  changed  the  program  in  enacting  the  Food  Stamp  Act  of 
1977.  Perhaps  the  most  significant  change  in  that  legislation  was  the  elimination  of 
the  purchase  requirement  (EPR>.  While  the  eligibility  restrictions  removed  500,000 
to  700,000  people  from  the  program,  EPR  was  the  Act's  major  factor  leading  to 
increased  participation  of  an  estimated  4.0  to  5.2  million  persons,  a  net  gain  of  at 
least  3.5  to  4.5  million  persons. 

When  Congress  amended  the  1977  Act  in  1979,  it  tightened  fraud  detection.  The 
1979  amendments  required  applicants  to  provide  Social  Security  Numbers,  required 
persons  disqualified  for  fraud  to  repay  benefits  prior  to  further  participation,  and 
increased  State  incentives  for  fraud  recoveries.  However,  the  1979  amendments 
greatly  expanded  program  costs  by  broadening  eligibility  and  benefits  with  addition- 
al deductions  for  medical  expenses  and  excess  shelter  costs  for  elderly  and  disabled 
households.  All  were  implemented  by  States  in  early  1980. 

Later  in  1980,  a  third  piece  of  legislation  was  enacted.  The  amendments  reduced 
net  income  limits,  lowered  the  resource  limits  for  most  households,  cut  back  on 
college  student  participation  and  provided  for  annual  adjustments  of  allotments. 
These  amendments  also  initiated  an  error  rate  sanction  system  which  will  penalize 
States  that  fail  to  make  progress  in  reducing  error  rates. 

Verification  procedures  were  also  expanded  so  States  would  have  additional  tools 
to  use  in  confirming  a  household's  circumstances.  While  preliminary  regulations 
were  issued  in  January  to  carry  out  the  verification  changes,  many  of  the  1980  law 
changes  have  complicated  the  administration  of  the  program  and  clearly  directed  it 
to  become  much  more  than  a  food  program,  but  an  indirect  subsidy  program  for 
medical,  housing,  and  shelter  costs.  While  we  believe  these  critical  concerns,  the 
food  stamp  program  should  not  be  used  to  be  the  cure  for  these  other  social 
problems.  Changes  since  1977  have  added  on  more  specialized  deductions  and  com- 
plicated the  administration  of  the  program.  These  have  resulted  in  increased 
charges  of  fraud,  abuse,  and  error. 

Therefore,  over  the  years  subtle  changes  in  eligibility  standards  have  caused  the 
program  to  expand  its  coverage  to  the  extent  that  we  believe  it  has  seriously  drifted 
from  its  original  goal.  It  has  evolved  into  a  program  not  clearly  targeted  for  the 
nutritional  assistance  of  low-income  households.  Rather,  middle  income  households 
have  been  able  to  use  it  as  an  income  subsidy  program.  Duplication  of  benefits  to 
families  from  many  Federal  programs  has  not  been  focused  on  and  ftliminfltoi 
Unnecessary  program  costs  which  strain  our  resources  cannot  be  allowed  if  we 
intend  to  substantially  reduce  Federal  expenditures. 

As  you  will  see  from  the  specific  proposals  I  will  present  today,  we  intend  to 
continue  program  reform  which  has  prevented  fraud.  At  the  same  time  we  intend  to 
reverse  the  trend  of  broadening  eligibility  to  middle  income  households  and  duplica- 
tion between  Federal  assistance  programs.  We  believe  our  plan  will  bring  the 
program  back  on  its  original  course,  continuing  the  work  of  Congress  in  targeting 
benefits  and  easing  the  administrative  burden  on  States.  We  will  continue  to  place 
our  emphasis  on  tools  to  return  the  food  stamp  program  to  its  original  purpose  of 
supplementing  the  food  needs  of  needy  households. 

ADMINISTRATION   PROPOSALS 

The  amendments  we  are  proposing  will  have  several  recurrent  themes.  We  want 
to  reduce  costs  by  providing  benefits  only  to  those  most  in  need.  We  are  simplifying 
certain  provisions  to  reduce  errors.  We  are  improving  the  delivery  of  services  and 
the  effectiveness  of  the  program  in  meeting  nutritional  goals.  Finally,  we  want  to 
reduce  the  program's  administrative  burden  placed  on  the  States.  In  addition  to  the 
legislative  proposals,  we  have  been  actively  seeking  State  and  public  input  into 
ways  to  modify  existing  regulations  to  similarly  achieve  these  broad  program  reform 
goals.  Proposals  to  modify  existing  regulations  are  well  underway,  and  some  should 
be  implemented  by  early  July.  Overall,  we  believe  the  combined  legislative  and 
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regulatory  proposals  are  designed  to  be  equitable  to  States  and  those  households  the 
program  is  intended  to  serve. 

We  estimate  our  proposal  will  save  about  $2  irilhan  in  fiscal  years  1982  (Table  1) 
and  198S.  This  would  represent  b  16  percent  decrease  is  program  costs  in  fiscal  year 
19B2  Savings  would  grow  to  $3  billion  in  fiscal  years  1984  and  1985.  IRns  totals 
budget  savmgF  of  $10  billion  daring  the  next  four  fiscal  years. 


Let  me  now  turn  to  the  specific  proposals  we  have  in  mind.  We  intend  to  protect 
benefits  for  households,  following  "the  original  purpose  of  the  program,  and  also 
wpnTTJr^Tif'.Vy  reduce  spending. 

Our  fvnst  measure  would  restrict  eligibility  to  households  with  grass  monthly  income 
at  or  below  ISO  percent  of  the  poverty  line 

The  current  program  uses  net  monthly  income  after  allowable  deductions  to 
determine  eligibility  and  benefit  level.  A  family  of  four  with  no  elderly  member 
could  qualify  in  July  1981  with  an  annual  gross  income  of  up  to  $14,000  per  year  or 
approximately  160^  of  "fee  poverty  level.  Given  there  k  no  limit  on  sheftwr  and 
medical  expense  dwdM^-10****  fur  hniiwitifims  n.mrt^» imrig  im  eiperfo  and  disabled 
member,  these  households  ^»y  have  even  higher  grass  incomes  and  still  be  ofljgifol** 
depending  on  their  deduction  levels  and  household  siae.  The  jiuiauuud  edaphility 
standard,  set  at  130  percent  of  the  annual  nonfarm  income  poverty  gmdeime,  would 
set  the  mcome  eligihility  standard  for  a  family  «of  four  at  **p}  nracnnately  $11,000  a 
year  The  limits  for  other  household  siaes  are  shown  on  Chart  8.  The  current 
procedure  of  using  net  mantly  income  to  determine  th*»  bwnwfh  level  would  remain 
the  same  These  limits  would  remove  households  with  big  gross  incomes  who  take 
advantage  of  current  deductions  in  order  to  gain  entry  into  th*>  jirr^rrMm 

We  believe  setting  lie  standard  at  130  percent  rather  than  100  percent  of  the 
poverty  guideline  represents  a  reasonable  income  limit  to  be  used  as  a  measure  for 
determining  eligibility .  It  targets  benefits  to  low-income  households  at  a  limit  which 
is  approximately  the  same  as  the  income  eligihility  standard  for  the  National  School 
1  ,imnh  Program.  We  believe  it  allows  those  who  are  just  over  the  poverty  level  to 
iifriLq-iiT)  benefits  but  does  not  extend  the  limit  to  those  who  have  sufficient  imramtf*  to 


Using  a  gross  income  eligibility  standard  of  130  percent  of  the  poverty  level 
rather  than  a  net  income  eligibility  screen  will  target  benefits  to  those  moat  in 
need,  saving  «pprnyrm«rtw}y  $278  Tnillirwi  is  fiscal  year  1982. 

We  also  propose  to  reduce  food  stamp  benefits  received  ir\  families  with  students 
eligible  to  recieve  free  school  lunches 

Currently,  most  school  age  children  whose  families  participate  in  the  program  are 
■wligihte  for  a  free  limrh  under  the  National  School  7-»imr»fo  Program.  This  means  th*» 
Federl  government  subsidizes  these  students'  lunch  twice  each  school  day.  The 
legislation  would  eliminate  these  duplicate  benefits. 

Previous  arguments  against  this  position  have  centered  on  »*fl  mm  wt.Ttftj'iEp  <*»«jiMtn»> 
and  burden  The  procedure  we  propose  uses  a  national  formula  that  eliminates  the 
need  for  verifying  school  attendance  records  for  each  child  or  ralrralgtir^  monthly 
reduction  on  an  attendance  basis.  The  fbrmnla  provides  a  school  year  per  pwrwm 
reduction  amount,  calculated  fi*om  the  per  person/per  meal  value  for  the  TPhriffcy 
Food  Plan  for  &  household  consisting  of  six  persons  in  «ffec*  at  *&»>  begagnniag  of  tfr*> 
school  year  and  a  national  average  of  school  day  gttonflftr*^  In  19B2,  this  wall  Tnwyn 
a  fT-cent-per-person  per-meal  guarantee  in  food- stamps,  approximately  half  the 
subsidv  of  a  school  lunch — $1.28. 

To  avoid  unduly  hurting  families  with  &  large  number  of  school  age  children,  the 
maximum  number  of  household  members  counted  as  students  £ur  redaction  pur- 
poses will  be  4  Using  our  €7  cent  figure,  this  means  a  food  stamp  household  would 
not  have  its  annual  food  stamp  benefits  reduced  more  than  $482.  Students  who  do 
not  participate  in  school  lunch  programs  because  of  religions  tir  >mwilirjtl  reasons,  or 
because  the  School  Lunch  Program  is  not  offered,  qualify  far  an  exception  from  tins 
rule 

Tne  Department  would  work  to  ensure  this  amendment  would  be  enacted  rapidly 
by  9iate  officials  so  budget  savings  can  be  quickly  reauaed,  preferably  with  the 
beginning  ai  the  1981  school  year.  If  implemented  an  schedule,  < 
would  be  $o22  million  for  fiscal  year  1882.  *jj  moely  2£  i 

an  average  school  month  would  be  affected. 
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The  legislation  makes  certain  modifications  in  current  law  regarding  State  issuance 

losses,  liability,  incentives  for  error  reduction,  and  corrective  action  planning 

These  are  intended  to  remove  gaps  in  the  law  and  emphasize  the  importance  of 

corrective  measures  and  sound  management  to  achieve  low  error  standards  and 

control  issuance  losses.  We  cannot  accept  any  lessening  of  efforts  in  this  area. 

These  are  only  some  of  the  measures  we  are  proposing  in  management  and  monitor- 
ing improvements 
There  are  a  good  many  others  as  well  which  address  program  inequities,  simplify 
administration  and  focus  on  State  flexibility.  For  example,  States  administering 
workfare  under  Aid  to  Families  with  Dependent  Children  will  be  allowed  to  expand 
their  workfare  program  to  cover  non-public  assistance  food  stamp  households.  More- 
over, the  Department  is  fully  committed  to  identifying  where  the  program  can  be 
strengthened  under  current  legislative  authority.  A  good  example  is  regulations  we 
will  propose  soon  to  tie  the  benefit  level  during  the  month  of  application  to  the  time 
of  the  month  the  household  applies.  Those  households  that  apply  in  the  later  half  of 
the  month  would  receive  one-half  month's  benefits.  We  expect  this  to  both  respond 
to  the  actual  food  need  of  the  household  and  have  significant  cost  savings — $210 
million  in  fiscal  year  1982  and  similar  amounts  in  succeeding  years. 

BLOCK  NUTRITION  GRANTS 

This  proposal  would  block  grant  the  administration  of  the  food  assistance  pro- 

g-ams  in  Puerto  Rico,  and  authorize  this  to  be  extended  later  to  the  Virgin  Islands, 
uam,  American  Samoa,  the  Trust  Territory  of  the  Pacific  Islands  and  the  Com- 
monwealth of  the  Northern  Marianas.  Instead  of  providing  assistance  via  categori- 
cal programs — food  stamps  and  child  feeding  programs — Federal  assistance  would 
be  consolidated  into  a  block  grant  for  area  authorities  to  administer. 

The  unique  characteristics  of  these  areas  necessitated  a  re-examination  of  the 
Federal  role  in  providing  nutritional  assistance  there.  Programs  designed  for  the 
continental  United  States  are  not  necessarily  compatible  with  local  needs.  We  feel 
State  authorities  are  in  the  best  position  to  formulate,  establish,  and  administer 
food  and  nutrition  programs  in  these  areas  to  respond  to  the  needs  of  their  citizens. 
A  block  grant  provides  the  greatest  latitude  possible  for  State  administration. 

The  block  grant  would  be  an  amount  equal  to  75  percent  of  the  total  Federal 
amount  that  would  have  been  received  under  the  categorical  programs  in  Puerto 
Rico  in  fiscal  year  1982.  We  anticipate  that  the  block  grant  in  Puerto  Rico  alone 
would  save  close  to  $300  million  in  fiscal  year  1982. 

IMPACT  ON   RECIPIENTS 

Reducing  government  spending  will  result  in  benefits  to  all  Americans,  especially 
the  low-income  and  those  on  fixed  incomes  which  are  plagued  with  the  dual  prob- 
lems of  high  inflation  and  unemployment.  Reducing  government  dependency,  for 
those  who  are  not  in  severe  need  of  assistance,  means  that  some  current  recipients 
will  have  reduced  benefits. 

Overall,  we  anticipate  that  our  proposals  will  result  in  363,000  households  or  1 
million  persons  made  ineligible  by  setting  a  gross  income  limit  at  130  percent  of 
povertv.  These  households  fall  outside  what  we  believe  to  be  an  appropriate  income 
level  for  eligibility  in  this  program.  Of  those  households  remaining  eligible,  35 
percent  will  see  reduced  benefits  of  $6  or  more  per  month.  This  results  primarily 
from  eliminating  duplicate  benefits  provided  through  the  school  lunch  and  food 
stamp  program. 

REAUTHORIZATION 

Food  stamp  program 

We  are  requesting  appropriation  authority  through  fiscal  year  1985  for  the  Food 
Stamp  Program,  continuing  the  fixed  dollar  authorization  ceilings.  If  sufficient 
funds  are  not  available  to  provide  the  established  benefit  levels  to  all  participating 
households,  then  benefits  may  be  reduced  to  ensure  we  remain  within  the  appropri- 
ation. 

Commodity  distribution  programs 

Mr.  Chairman,  we  are  proposing  to  amend  the  Agriculture  and  Consumer  Protec- 
tion Act  of  1973  to  extend  the  Secretary's  authority  to  purchase  and  distribute 
commodities  through  fiscal  year  1985.  Our  proposal  adds  an  amendment  to  provide 
penalties  for  the  fraudulent  misuse  of  commodities,  similar  to  penalties  under 
National  School  Lunch  and  Child  Nutrition  Acts. 
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We  are  requesting  an  extension  through  fiscal  year  1985  in  the  authorization  for 
administrative  funds  for  the  commodity  supplemental  food  program.  Certain  techni- 
cal improvements  regarding  this  funding  will  also  be  proposed. 

SUMMARY 

I  should  like  to  close  by  summarizing  the  goals  we  have  set  in  preparing  our 
legislative  package  for  the  Food  Stamp  Program,  the  largest  domestic  food  assist- 
ance program  in  terms  of  total  program  benefits. 

It  is  the  result  of  a  thorough  examination  of  the  program.  The  proposal  enhances 
measures  Congress  already  has  enacted.  We  believe  its  provisions  directly  design 
benefits  to  meet  the  food  needs  of  low  income  households.  Our  language  expressly 
eliminates  the  subsidization  or  duplication  of  other  programs  which  meet  non-food 
household  expenditures.  It  will  control  administrative  costs,  further  reduce  fraud, 
error  and  abuse,  and  improve  program  efficiency  in  meeting  the  nutritional  needs  of 
eligible  Americans.  The  bill's  provisions  will  create,  we  believe,  minimum  disruption 
to  State  operations  as  the  new  rules  are  implemented. 

This  proposal  fully  supports  the  President's  objectives  in  attacking  inflation  and 
other  economic  ills.  It  tailors  the  program  to  the  overall  recovery  process  to  result 
in  targeted  nutrition  assistance  for  needy  households.  As  we  look  forward  to  the 
next  few  years,  we  want  to  ensure  that  the  program  is  an  affordable,  efficient  one 
which  clearly  meets  the  needs  of  those  households  requiring  food  assistance.  The 
outside  influences  on  the  program — inflation  and  unemployment — ultimately  must 
be  controlled. 

I  appreciate  the  opportunity  to  appear  before  the  Committee  and  would  like  to 
respond  to  any  questions  you  might  have. 

TABLE  1.— ADMINISTRATION'S  PROPOSED  SAVINGS,  FISCAL  YEAR  1982 

[In  millions  of  dollvs] 

Set  gross  income  limit  of  130  percent  of  poverty  line «.„ 

Eliminate  school  lunch  duplication 

Delete  3  month  projection  of  price  index,  delete  increases  in  dependent  care/medical  expense 

deductions 

Freeze  deductions 

Mandate  retrospective  accounting/periodic  reporting 

Block  grants 

Pro-rate  first  month's  benefits 

Other  program  improvements 

Total -1,992.1       -1,958.2 


-273.0 

-270.3 

-522.0 

-516.8 

-435.2 

-430.8 

•    -123.0 

-121.8 

+22.5 

+20.8 

-274.7 

-259.7 

-210.0 

-207.9 

-176.7 

-171.7 
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Total  Federal  and  Non-Federal  Cost  (ObSgabons) 
of  Food  Stamp  Program  Nominal  and  Real  DoRara 
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CHART  3— GROSS  ELIGIBILITY  STANDARD  130  PERCENT  OF  POVERTY  LINE  JULY  1981-JUNE 1982 
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[The  following  information  was  subsequently  supplied  by  Mr. 
Magee,  see  p.  82  for  the  oral  statement  of  Mr.  Magee.] 

U.S.  Department  op  Agriculture, 

Office  of  Inspector  General, 
Washington,  D.C,  June  23,  1981. 
Hon.  Jesse  Helms, 

Chairman,  Committee  on  Agriculture,  Nutrition,  and  Forestry, 
U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman:  On  the  occasion  of  my  appearance  April  2,  1981,  before  the 
Committee,  you  asked  that  I  submit  information  regarding  the  problems  encoun- 
tered by  our  Special  Agents  in  food  stamp  investigations  by  reason  of  a  lack  of  full 
law  enforcement  powers. 

In  response  to  this  request,  I  am  enclosing  a  packet  documenting  the  problem  and 
the  past  efforts  to  obtain  relief.  As  you  will  see,  this  material  reflects  a  definition  of 
the  problem  in  1979  to  the  Attorney  General  with  illustrations  of  actual  experi- 
ences, an  updated  supplement  for  1979-1980,  representative  letters  from  United 
States  Attorneys,  previous  legislative  initiatives  and  related  matter. 

We  will  be  grateful  for  any  support  and  assistance  you  may  be  able  to  provide.  If 
there  is  a  need  for  additional  information,  please  call  upon  me. 
Sincerely, 

Robert  E.  Magee, 
Acting  Inspector  General 
Attachments. 

Office  of  Inspector  General,  U.S.  Department  of  Agriculture,  Law 
Enforcement  Authority  for  OIG  Special  Agents 

contents 

Letter,  Inspector  General  to  Attorney  General,  August  23,  1979. 

Supplement  with  additional  illustrative  incidents  justifying  law  enforcement  au- 
thorities, 1979-1980. 

Representative  letters  from  United  States  Attorneys. 

Letter,  Secretary  of  Agriculture  to  Director,  OMB,  May  3,  1978,  proposing  law 
enforcement  authority  for  inclusion  in  "Criminal  Code  Reform  Act  of  1978." 

Excerpt,  S.  1722,  Criminal  Code. 

Letter,  U.S.  Marshal  Service,  August  29,  1980,  advising  of  discontinuance  of  deputi- 
zations  as  Special  Deputy  U.S.  Marshals. 

Proposed  controls  for  firearms  training  and  issuance — Office  of  Inspector  General, 
USDA. 

U.S.  Department  of  Agriculture, 

Office  of  Inspector  General, 
Washington,  D.C,  August  23,  1979. 
To:  The  Attorney  General. 

From:  Thomas  F.  McBride,  Inspector  General,  U.S.  Department  of  Agriculture. 
Subject:  Law  enforcement  authorities  for  Special  Agents  of  the  USDA  Office  of 
Inspector  General. 
Over  the  past  several  years  the  number  of  major  criminal  investigations  conduct- 
ed by  Special  Agents  of  USDA's  Office  of  Inspector  General  has  shown  a  marked 
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.ncrease.  This  is  due  in  part  to  the  growth  and  change  in  USDA  programs-  Hie  Food 
Starr,  p  program  in  l^fTO  amounted  to  one  billion  dollars.  Today  it  is  at  almost  m.iui 
dj  11  ion  dollars.  Other  fraud- vulnerable  programs,  particularly  rural  mufti-£ainirj 
housing  loan  programs,  and  meat  inspection  and  grading  activities,  have 
similarly  OIG  investigators  in  years  past  concentrated  on  "farmer"*  prog 
grain  shortages,  missing  farmer  loan  collateral,  misrepresentations  for  price  i 
payments — and  less  serious  employee  misconduct  cases.  That  has  r**»ngmA 
OIG  agents  investigate  cases  involving  criminal  rings  involved  in  mtihi-milBoa 
dollar  food  stamp  trafficking  and  allied  criminal  activities  such  as  hank  or  food 
stamp  outlet  robberies  and  burglaries,  fencing  of  stolen  goods,  sales  of  narcotics  and 
corruption  of  public  officials;  serious  bribery  cases,  particularly  in  the  meat  inapec- 
tion  and  grading  programs;  and  complex  interstate  white-collar  crime  win  into 
preying  on  our  multi-billion  dollar  loan  programs. 

(Changing  skills  of  OIG  Special  Agents  have  mirrored  this  changing  workload.  In 
place  of  the  more  pedestrian  and  less  hazardous  tasks  of  interviewing  farmers, 
conducting  grain  inventories,  counting  cattle  and  examining  USDA  office  files, 
OIG  Special  Agents  increasingly  work  undercover,  provide  undercover  backup,  de- 
velop informants,  conduct  often  dangerous  surveillance,  use  sophisticated  fWlnwiic 
monitoring  and  surveillance  techniques,  interview  career-criminal  subjects  and  wit- 
nesses, and  participate  in  searches  and  arrests. 

OIG  presently  has  280  Special  Agents  including  supervisory  personnel.  So  far,  in 
fiscal  year  1979,  the  work  of  these  Special  Agents  resulted  in  530  indictments. 
Recently  we  checked,  using  a  6  month  test  period  in  1977  where  we  had  final  data 
on  case  dispositions,  and  found  the  conviction  rate  compared  to  indictments  on  OtG 
cases  to  be  93.6  percent.  The  biggest  single  category  of  cases,  and  the  area  where  we 
most  need  law  enforcement  authorities,  are  Food  Stamp  cases.  In  fiscal  year  1978 
we  conducted  865  investigations  and  used  about  30  percent  of  our  resources  in  this 
program  with  most  of  the  cases  involving  trafficking  activities.  A  total  of  185 
indictments  were  obtained  in  fiscal  year  1978  in  such  cases.  *  Surveillance,  undercov- 
er operations,  and  consensual  monitoring  are  common  techniques  in  Food  Stamp 
investigations.2 

Here  are  some  examples  of  recent  trafficking  cases: 

Baltimore,  Md. 

A  17  month  OIG  undercover  investigation  in  cooperation  with  State,  county  and 
city  police,  culminated  June  14,  1979,  with  34  Federal  indictments  and  21  indict- 
ments in  Baltimore  City  and  Baltimore  County.  Operation  "Fencerider"  involved  a 
number  of  suspected  fences  of  stolen  property  who  had  moved  into  the  Food  Stamp 
trafficking  field.  Local  and  State  officers  had  not  been  able  to  penetrate  these 
operations  which  involved  a  number  of  persons  with  criminal  records.  Stolen  prop- 
erty including  appliances,  weapons  and  explosives  was  purchased  bv  the  undercov- 
er Agents  for  Food  Stamps  in  transactions  totaling  more  than  $70,000.  U.S.  Attor- 
ney Russell  T.  Baker  wanted  to  utilize  OIG  Agents  to  execute  arrest  and  search 
warrants  and  suggested  to  our  General  Counsel  that  it  be  authorized  under  Rule  41, 
Federal  Rules  ofCriminal  Procedure — which  provides  that  a  warrant  "be  directed 
to  a  civil  officer  of  the  United  States  authorized  to  enforce  or  assist  in  enforcing  any 
law  thereof."  The  General  Counsel  advised  the  U.S.  Attorney  that  the  Department 
has  historically  taken  the  position  that  OIG  Agents  do  not  have  authority  to  serve 
arrest  or  search  warrants  in  defending  civil  suits  brought  under  the  Federal  Tort 
Claims  Act  (28  U.S.C.  2671  et  seq.).  The  U.S.  Attorney  was  obliged  to  arrange  for 
substantial  numbers  of  city  and  county  police  to  effect  the  large  scale  arrests. 

Due  to  the  constant  danger  to  which  these  unarmed  Agents  were  exposed  and  the 
uncertainty  of  adequate  backup  at  all  times,  Assistant  U.S.  Attorney  Bob  Trout 
explored  possibilities  of  arming  the  Agents  as  Special  Deputy  U.S.  Marshals.  This 
was  not  possible  and  eventually  arrangements  were  made  with  the  Commander  of 
the  State  Police  for  permits  which  would  allow  Agents  to  carry  arms  for  the 
duration  of  this  particular  operation. 

New  York  City 

In  April  1978,  following  20  months  of  investigation  and  surveillance,  Ranbar 
Packing  Company,  a  Queens  meat  and  poultry  wholesaler,  and  the  company  trea- 


1  Of  the  total  of  530  indictments  so  far  this  Fiscal  year,  304  were  for  Food  Stamp  trafficking 
offenses  or  offenses  detected  in  investigations  of  these  cases  (receiving  stolen  property,  narcotics 
sales,  illegal  possession  or  sale  of  firearms,  etc.).  A  full  breakdown  of  DIG  investigative  workload 
is  attached. 

2  Since  July  1,  1978,  we  have  obtained  approval  from  the  Department  of  Justice  for  158  initial 
consensual  monitorings  and  136  extensions  of  prior  approvals.  While  it  is  too  soon  to  have  the 
results  of  these  for  this  year,  we  monitored  52  conversations  during  the  previous  fiscal  year  with 
results  to  date  being  26  indictments,  9  convictions  and  15  prosecutions  pending. 
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surer  were  indicted  for  trafficking  more  than  $460,000  in  stolen  and  embezzled  Food 
Stamps.  The  scheme  employed  by  this  wholesaler  was  to  alter  Redemption  Certfi- 
cates  tendered  by  numerous  groceries  to  Ranbar  with  lawfuly  acquired  Food  Stamps 
in  payment  for  wholesale  deliveries,  to  accommodate  the  many  thousands  of  Food 
Stamps  generated  by  theft  and  embezzlement.  The  investigative  task  was  to  trace 
backwards  all  Ranbar  Food  Stamp  deposits,  reconcile  individual  store  records  to 
prove  the  alteration  of  Redemption  Certificates  and  to  carry  on  surveillance  during 
irregular  hours  throughout  Brooklvn,  Queens  and  Manhattan  to  identify  the  collec- 
tion routes  and  sources  of  the  illegal  Food  Stamps.  The  corporation  was  fined 
$520,000  (the  largest  criminal  fine  ever  levied  in  the  Eastern  District)  and  the 
treasurer  sentenced  to  three  years.  The  actual  owner  and  operator  of  this  firm  and 
its  parent  company,  Ranchers  Packing  Corporation,  Peter  Castellana,  is  a  member 
of  one  of  the  principal  organized  crime  families  in  New  York.  The  convictions  have 
set  the  stage  for  the  withdrawal  of  both  Federal  meat  and  poultry  inspection,  which 
would  have  the  effect  of  terminating  interstate  commerce  for  the  firm  {United 
States  v.  Martin  GitliU  and  Ranbar  Packing,  Inc.,  S.D.  N.Y.). 

Brooklyn,  N.Y. 

OIG  Agents  conducted  surveillance  in  dangerous  areas  over  several  months  of  an 
egg  wholesaler  whose  Food  Stamp  redemptions  had  increased  1,000  percent  in  a  few 
months.  A  trafficking  operation  reaching  the  level  of  $2,000,000  in  illegal  Food 
Stamps  was  established  and  fourteen  suspects  were  indicted  and  later  convicted. 
U.S.  Marshals  had  to  be  brought  in  for  the  arrests  because  the  OIG  Agents  lacked 
this  authority.  (United  States  v.  Collazo,  et  al,  S.D.  N.Y.) 

Philadelphia,  Pa. 

OIG  Agents  and  Postal  Inspectors  carried  out  a  hazardous  surveillance  over 
several  weeks  in  a  van  in  a  dangerous  neighborhood  in  South  Philadelphia.  Several 
hundred  persons  were  photographed  while  passing  Food  Stamps  and  Authorization 
to  Purchase  documents,  illegally  bought  or  stolen  from  the  mails,  through  a  slot  in 
a  storefront  door  for  cash.  An  OIG  undercover  Agent  made  several  transactions  to 
provide  uncontestable  evidence.  Several  subjects  were  arrested  and  thousands  of 
dollars  in  Food  Stamps  were  seized  in  a  raid  by  the  Philadelphia  Police  SWAT 
Team,  called  in  because  the  suspects  were  known  to  be  armed.  None  of  the  OIG 
Agents  in  this  operation  were  authorized  to  carry  weapons  or  make  arrests.  (United 
States  v.  John  McCullough,  et  al,  E.D.  Pa.). 

A  Democratic  Committeeman  and  Bill  Clerk  for  the  City  Council,  together  with 
his  son,  who  operated  a  delicatessen,  were  arrested  after  buying  a  total  of  $5,000  in 
Food  Stamps  at  discount  from  undercover  OIG  Special  Agents.  There  had  been 
three  previous  transactions  and  on  one  of  these  occasions  the  Committeemen  dis- 
played a  pistol  and  threatened  to  shoot  them  if  they  turned  out  to  be  Federal 
agents.  (United  States  v.  Allan  Fisher,  E.D.  Pa.). 

A  number  of  equally  significant  trafficking  investigations  are  presently  underway. 
In  all  of  these  investigations  OIG  Special  Agents  have  had  to  work  undercover  in 
dangerous  situations.  Backup  has  to  be  provided,  search  and  arrest  warrants  must 
be  executed  and,  on  occasion,  at-the-scene  arrests  made.  To  carry  out  these  oper- 
ations we  have  had  either  to  rely  on  our  own,  unarmed  and  unauthorized,  agents  or 
solicit  the  help  of  local  or  state  police,  or  other  Federal  law  enforcement  agencies — 
help  that  is  often  difficult  to  obtain.  In  a  major  trafficking  case  in  New  York,  our 
Agent  was  staked  out  at  a  Check  Cashing  concern,  through  cooperation  of  the 
owner,  when  the  suspect  Postal  employee  entered  and  completed  a  transaction  of 
stolen  ATP  cards  with  the  involved  check  cashing  employee.  Had  the  Agent  had 
authority  to  make  an  arrest,  this  case  would  not  have  required  the  additional  efforts 
in  surveillance  and  tracing  used  ATP's  that  was  necessary  to  conclude  the  case. 
(United  States  v.  Stukes,  S.D.  N.Y.). 

The  second  major  area  where  we  need  law  enforcement  authorities  is  in  our  own 
meat  inspection  and  grading  investigations.  During  fiscal  year  1978  and  through 
July  this  year,  our  investigations  have  resulted  in  65  indictments  in  this  program 
area,  with  a  substantial  number  of  these  involving  bribery  or  corruption.  A  recent 
case  (United  States  v.  Philip  Jaffe,  D.  N.J.)  is  typical  of  our  work  in  this  program. 
Jaffe,  a  Supervisory  Meat  Inspector,  pled  guilty  to  soliciting  a  $3,000  bribe  from  a 
meat  packer  and  was  sentenced  to  two  years.  However,  this  case  was  almost  lost 
because  of  our  lack  of  law  enforcement  authority.  Our  lengthy  surveillance  of  Jaffe 
and  use  of  a  body  recorder  on  a  cooperating  meat  company  employee  had  estab- 
lished a  pattern  of  extortion.  The  FBI  was  brought  in  when  the  arrest  was  anticipat- 
ed— the  plan  being  for  an  OIG  Agent  concealed  in  a  warehouse  to  radio  the  arrest 
teams  when  the  money  changed  hands.  The  FBI  opted  to  use  their  radios  and  the 
FBI  radio  used  by  our  Agent  was  inoperative  and  he  could  not  signal  when  the 
transaction  was  observed.  The  arrest  teams  let  Jaffe  pass,  thinking  the  deal  had  not 
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transpired.  Pursuit  to  a  distant  shopping  center,  where  he  had  already  passed  the 
money  to  his  wife,  ultimately  secured  both  the  money  and  his  wife's  acknowledg- 
ment that  she  received  it  from  her  husband.  This  slip  would  not  have  occurred  had 
our  people  been  able  to  perform  all  the  functions  associated  with  this  kind  of 
operation. 

There  are  a  number  of  other  types  of  cases  where  we  need  law  enforcement 
authorities.  An  example  is  the  Summer  Feeding  Program.  This  program,  while 
relatively  small,  has  a  large  dollar  vulnerability  to  fraud.  Judge  William  C.  Conner, 
S.D.  N.  Y.,  in  sentencing  a  defendant  in  one  of  our  Summer  Feeding  cases  comment- 
ed, "Government  money  attracts  cheats  like  a  picnic  attracts  ants."  (United  States 
v.  Clara  Mayer,  S.D.  N.Y.). 

Our  most  major  group  of  cases  in  this  program  are  those  involving  the  activities 
of  Rabbi  Leib  Pinter,  Brooklyn,  New  York,  who  oversaw  a  network  of  sponsors  and 
food  vendors  operating  in  New  York  City  and  Philadelphia.  Our  investigations 
established  systematic  fraud,  false  claims  and  collusive  vendor  contracts  which 
siphoned  hundreds  of  thousands  of  dollars  from  this  program.  Pinter  and  confeder- 
ates ultimately  entered  guilty  pleas  in  E.D.  N.Y.;  and  S.D.  N.Y.;  and  E.D.  Pa.  in  our 
cases,  and  Pinter  also  pleaded  guilty  to  bribing  Congressman  Daniel  Flood. 

Incidently,  during  the  trial  of  one  of  the  defendants  in  the  Pinter  Summer 
Feeding  cases,  a  key  witness  and  his  family  were  targets  of  telephone  threats  and 
our  Agents,  unarmed,  had  to  provide  escort  to  and  from  trial  and  security  presence 
at  his  residence. 

In  another  major  Summer  Feeding  Program  case  in  Los  Angeles,  we  experienced 
problems  because  of  our  lack  of  authority  to  execute  search  warrants.  This  case 
involved  a  number  of  sponsor  and  vendor  organizations  with  the  same  scheme  of 
collusive  contracts,  kickbacks,  false  claims  and  fabricated  records  experienced  in  the 
New  York  cases.  We  placed  an  undercover  Agent  in  one  organization  and  with  a 
consensual  monitoring  approval  developed  cause  for  several  search  warrents.  How- 
ever, the  warrants  were  invalidated  when  the  Marshals  left  the  scene  for  lunch 
before  all  items  were  inventoried  and  the  seized  records  had  to  be  returned. 

Our  major  White  Collar  Crime  cases  include  loan  and  construction  frauds  in 
Farmers  Home  Administration  programs  which,  while  not  commonly  requiring  law 
enforcement  authorities,  do  on  occasion  present  problems.  For  example,  in  a  FmHA 
Rural  Rental  Loan  case  we  recently  worked  in  the  Southern  District  of  Ohio,  Agents 
had  reason  to  believe  the  large  scale  developer  who  was  the  target  of  our  investiga- 
tion would  remove  or  destroy  certain  records  when  he  became  aware  of  our  activity. 
A  surveillance  detected  employees  placing  records  in  a  trash  can,  from  which  they 
were  subsequently  retrieved  by  the  Agents  with  telephone  clearance  from  the 
Assistant  United  States  Attorney.  However,  earlier  utilization  of  a  search  warrant 
would  have  been  an  option  that  might  have  been  more  seriously  considered  had  our 
Agents  had  the  necessary  authority.  Fortunately,  in  this  instance  we  "lucked  out" 

One  thing  we  do  encounter  in  these  cases  is  the  common  request  by  an  AUSA 
that  we  execute  a  search  warrant  or,  usually  following  indictment,  an  arrest  war- 
rant. Abashedly,  we  must  advise  the  AUSA  we  don't  have  the  authority  and 
another  Federal  officer,  usually  a  Deputy  U.S.  Marshal,  must  be  used.  While  we 
endeavor  to  accompany  the  other  officer,  the  risk  of  missing  relevant  material  in 
the  course  of  the  search  or  failing  to  attend  to  or  recognize  the  significance  and 
record  for  future  testimony  the  words  or  actions  by  the  subject  of  the  search  or 
arrest  poses  the  serious  risk  of  missing  valuable  evidence.  False  arrest  problems  are 
sometimes  caused  by  warrants  executed  by  other  than  the  investigating  agents.  In 
one  1978  case  in  Florida,  the  Deputy  U.S.  Marshal  arrested  the  wrong  individual, 
based  upon  a  faulty  identification,  which  led  to  a  civil  suit  against  the  Government 
by  the  wrongly  arrested  person.  The  incident  would  not  have  occurred  had  the  OIG 
Agent  who  conducted  this  Food  Stamp  trafficking  investigation  been  able  to  effect 
the  arrest. 

Even  in  that  more  traditional  portion  of  our  workload,  situations  arise  in  which 
the  law  enforcment  authorities  are  desirable.  For  example,  earlier  this  month  in 
Alabama,  where  five  indictments  were  returned  in  a  School  Lunch  embezzlement 
scheme,  an  unarmed  Agent  was  threatened  with  a  shotgun  when  a  vehicle  without 
license  plates  pulled  alongside  his  car  in  a  rural  area.  The  two  occupants  have  not 
been  identified,  but  the  specific  nature  of  the  threat  was  made  clear  when  the 
shotgun-wielding  subject  snouted,  "Bye,  Fed,"  before  pulling  away.  U.S.  Attorney 
Barry  Teague  called  me  to  express  his  concern.  We  were  unable  to  authorize  arming 
the  Agents,  but  U.S.  Attorney  Teague  arranged  with  the  Director  of  the  Marshal 
Service  to  deputize  the  Agents  so  they  could  have  the  means  for  protection  for  the 
duration  of  this  particular  investigation. 

Several  United  States  Attorneys  have  conveyed  to  me  their  concern  over  the 
inability  of  our  Agents  to  execute  warrants  or  protect  themselves  in  hazardous 
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situations.  Edward  R.  Korman,  U.S.  Attorney,  E.D.  N.Y.,  who  has  worked  with  us 
on  a  number  of  Food  Stamp,  meat,  and  Summer  Feeding  cases,  in  a  letter  said: 

"In  a  number  of  situations  where  arrest  or  search  warrants  were  required  as  a 
result  of  these  investigations,  it  was  unfortunately  necessary  to  obtain  trie  services 
of  another  federal  agency  with  full  police  powers  to  execute  these  warrants.  Having 
to  solicit  the  aid  of  another  agency  in  such  situations  is  inefficient  and  time 
consuming.  It  is  difficult,  for  instance,  for  another  federal  agency  to  grasp  in  a 
limited  amount  of  time  all  the  details  and  nuances  associated  with  an  extended 
investigation.  Such  knowledge  is,  of  course,  critical  to  the  proper  execution  of  an 
arrest  or  search  warrant." 

Peter  F.  Vaira,  U.S.  Attorney,  E.D.  Pa.,  has  also  expressed  his  concern  over  the 
lack  of  law  enforcement  authority,  saying: 

"It  has  become  evident  that  many  of  these  roles  place  Special  Agents  in  consider- 
able danger  of  physical  harm,  a  danger  which  is  unfortunately  often  enhanced  by 
the  inability  of  the  agents  involved  to  carry  firearms. 

"In  cases  involving  the  counterfeiting  and/or  illegal  transfer  of  ATP  cards  and 
food  stamp  coupons,  Special  Agents  have  been  called  upon  to  execute  search  war- 
rants, to  serve  subpoenas,  and  conduct  surveillance  in  situations  where  there  is  no 
way  of  predicting  the  reactions  of  the  subjects  or  the  extent  of  danger.  This  office 
has  participated  in  several  investigations  where  OIG  agents  conducted  undercover 
transactions  involving  the  illegal  transfer  of  ATP  cards  and  food  stamp  coupons 
worth  thousands  of  dollars.  These  agents,  who  have  no  arrest  power  and  who  are 
not  authorized  to  carry  firearms  while  engaged  in  this  activity,  have  not  only  found 
themselves  in  clearly  dangerous  situations,  but  have  acknowledged  that  their  inabil- 
ity to  protect  themselves  in  these  situations  has  led  to  structuring  their  undercover 
activity  in  ways  that  do  not  promote  the  most  effective  investigation." 

Charles  Burch,  as  Assistant  U.S.  Attorney  in  Chicago  who  has  handled  several 
food  stamp  trafficking  cases,  covered  many  of  the  situations  which  create  problems 
when  he  wrote: 

"I  am  writing  this  letter  to  apprise  you  of  a  problem  that  has  arisen  in  several 
cases  which  I  have  been  asked  to  prosecute  and  which  were  handled  by  agents  of 
the  Department  of  Agriculture.  Because  of  lack  of  statutory  authorization,  agents 
have  no  power  of  arrest  and  also  cannot  carry  weapons.  This  lack  of  authority  to 
make  arrests  has  resulted  in  several  difficult  situations  in  Agriculture  cases  that 
have  gone  to  indictment.  In  one  instance,  we  were  delayed  in  making  arrests  after 
indictment  by  several  days  because  of  manpower  shortages  in  the  U.S.  Marshal's 
office.  Since  Agriculture  agents  have  no  arrest  powers  and  other  agencies  such  as 
the  FBI  hesitate  to  make  arrests  outside  their  jurisdiction,  the  U.S.  Marshals  are 
the  only  agency  which  will  make  arests  in  cases  investigated  by  the  Inspector 
General's  office. 

"Another  problem  seems  to  me  to  be  the  danger  posed  by  the  agents  not  having 
authority  to  carry  a  weapon.  As  you  know,  many  of  the  investigations  involving 
food  stamp  fraud  in  urban  areas  involve  interviews  of  persons  in  dangerous  neigh- 
borhoods. I  believe  it  presents  a  significant  risk  to  agents  who  in  carrying  out  their 
assignments  must  go  into  these  neighborhoods  unarmed." 

Other  United  States  Attorneys,  including  Russell  T.  Baker,  Maryland;  Thomas  P. 
Sullivan,  N.D.  Illinois;  Thomas  E.  Lydon,  South  Carolina;  Robert  B.  Fiske,  Jr.,  S.D. 
New  York;  Robert  J.  Del  Tufo,  District  of  New  Jersey;  and  Julio  Morales-Sanchez, 
Puerto  Rico,  are  familiar  with  the  problem  and  could  identify  situations  of  which  we 
may  not  be  aware. 

We  have  no  intention  of  permitting  general  or  uncontrolled  exercise  of  authority 
with  respect  to  either  arrests  or  weapons.  All  our  criminal  investigations  are  coordi- 
nated at  an  early  point  with  U.S.  Attorneys  and  so  any  consideration  of  arrests 
would  be  a  matter  under  their  control.  It  is  our  intention  that  weapons  would  be 
issued  on  an  Agent  and  case  basis  under  a  procedure  involving  these  controls: 

1.  Agents  will  be  issued  weapons  only  when  working  on  a  case  involving  a  possible 
need,  and  then  only  after:  Completion  of  firearms  training,  with  periodic  requalifica- 
tion;  and  appropriate  psychological  screening. 

2.  Administrative  regulations  will  (as  at  present)  preclude  privately  owned  weap- 
ons, impose  strict  controls  on  the  criteria  and  circumstances  when  weapons  can  be 
employed;  and  will  provide  for  internal  investigation  of  each  instance  when  a 
weapon  is  used  with  provisions  for  disciplinary  action  or  removal  for  abuse. 

All  USDA-OIG  Special  Agents  are  classified  as  1811  Criminal  Investigators,  are 
trained  at  FLETC  and  are  presently  certified  for  law  enforcement  retirements,  so 
there  will  be  no  changes  required  in  either  job  classification,  training  or  retirement. 

A  proposed  Bill  was  submitted  with  this  Department's  1979  legislative  program  to 
delegate  to  USDA-OIG  Special  Agents,  subject  to  the  direction  of  the  Secretary  of 
Agriculture,  the  authority  to  carry  a  firearm,  execute  warrants,  make  arrests  with- 
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out  warrant  in  certain  circumstances,  and  to  offer  and  pay  rewards  for  services  and 
information.  A  copy  of  this  proposed  Bill  is  attached. 

I  will  appreciate  your  consideration  of  these  circumstances,  and  your  support  of 
the  proposed  authorities  which  I  view  as  vital  to  continuing  improvement  to  our 
effective  investigation  of  the  many  programs  of  this  Department  which  are  so 
vulnerable  to  fraud  and  abuse.  I  am  at  your  disposal  to  provide  any  additional  foots 
or  data  which  you  may  need  or  to  discuss  any  aspect  in  greater  detail. 

Thomas  F.  McBride, 

Inspector  General 

Two  attachments. 

[Attachment  1] 
CASELOAD  BREAKDOWN 

[Investigations  Completed  Fiscal  Year  1979]  > 

Total 
Investigative  category  investiga- 


Food  stamp  program  (trafficking,  thefts,  burglary) 715         715         100 

Food  and  nutrition  programs  (school  lunch,  summer  feeding,  commodity  distribution,  women  and 

infants  programs) 57  57         100 

Inspection  and  grading  programs  (meat,  poultry,  eggs,  grain  and  various  products) 138         125  90 

Construction,  development,  and  disaster  loans  (physical  and  crop  loss)  (home  and  rental  unit 

construction,  business  and  industrial  guaranteed  loans,  emergency  and  disaster  programs) 217         214  98 

Price  support,  warehousing,  and  disaster  loans  (conservation  and  feed  grain,  tobacco,  peanut 

marketing,  and  other  crop  and  land  programs) - 159         146  81 

Animal  and  plant  health  regulation  (import  of  exotic  species,  diversion  of  funds,  property,  in 

eradication  programs) 27  24  88 

Other  criminal  cases  in  various  smaller  agencies,  crime  prevention  surveys,  EEO  cases,  foreign 

export  and  sale  programs,  etc 528         125  23 

Total 1,833       1,406  76 

1  First  9  months,  through  June  1979. 

'Cases  in  which  violation,  if  proven,  would  be  offense  under  Federal  Criminal  statutes  requiring  presentation  to  the  Department  of  teste* 


[Attachment  2] 

Department  of  Agriculture, 

Office  of  the  Secretary, 

Washington,  D.C 
Hon.  Thomas  P.  O'Neill,  Jr., 
Speaker  of  the  House, 
Washington,  DC. 

Dear  Mr.  Speaker:  Transmitted  herewith  for  the  consideration  of  the  Congress  is 
a  draft  bill  "To  provide,  subject  to  the  direction  of  the  Secretary  of  Agriculture, 
basic  law  enforcement  authorities  to  Special  Agents  of  the  Office  of  Inspector 
General,  United  States  Department  of  Agriculture/' 

The  Department  of  Agriculture  recommends  enactment  of  the  draft  legislation. 

This  proposal  would  authorize  the  Secretary  of  Agriculture  to  delegate  to  Special 
Agents  of  the  Office  of  Inspector  General  basic  law  enforcement  authorities  includ- 
ing authority  to:  carry  firearms;  execute  orders,  warrants,  subpoenas  or  other  proc- 
ess issued  under  the  authority  of  the  United  States;  make  arrests  without  a  warrant 
for  crimes  committed  in  their  presence  if  there  are  reasonable  grounds  to  believe 
that  the  person  to  be  arrested  has  committed  or  is  committing  a  Federal  offense; 
offer  and  pay  rewards  for  services  or  information  assisting  in  the  detection  or 
investigation  of  the  commission  of  an  offense  or  in  the  apprehension  of  an  offender; 
and  to  perform  any  other  law  enforcement  or  security  duties  that  the  Secretary  of 
Agriculture  may  designate. 

The  evolution  and  expansion  of  the  role  of  the  Department  of  Agriculture  over 
the  last  three  decades  has  resulted  in  a  marked  change  in  the  investigative  role  now 
fulfilled  by  the  Inspector  General.  Presently,  Special  Agents  of  the  Office  of  Inspec- 
tor General  regularly  undertake  criminal  investigations  of  conspiracy  and  fraud  in 
such  programs  as  Food  Stamps,  Meat  Inspection  and  Grading,  Summer  Feeding 
Programs  and  loan  programs  for  housing  and  development  financed  by  the  Farmers 


Digitized  by 


Google 


485 

Home  Administration.  Our  agents  work  closely  with  United  States  Attorneys,  Jus- 
tice Department  Organized  Crime  Strike  Forces,  and  agents  from  other  law  enforce- 
ment agencies,  such  as  the  FBI,  Postal  Inspectors  and  Secret  Service.  Criminal  case 
investigations  have  dramatically  increased  in  recent  years.  In  1977-1978  over  600 
federal  indictments  were  returned  based  on  work  of  Special  Agents  of  the  Office  of 
Inspector  General. 

On  the  increase  are  situations  where  Special  Agents  on  surveillance  or  undercov- 
er assignments  have  the  need  to  make  arrests  without  warrant  for  felonies  commit- 
ted in  their  presence — especially  in  Food  Stamp  trafficking  and  meat  inspection  and 
grading  cases.  Many  Assistant  United  States  Attorneys,  throughout  the  United 
States,  have  asked  our  Special  Agents  to  effect  arrests  on  warrants  issued  on 
information  provided  by  these  agents  or  after  indictment  and  have  expressed  their 
concern  and  frustration  over  the  lack  of  such  authority.  Search  warrants  are  often 
issued  in  connection  with  major  trafficking  of  Food  Stamps,  usually  on  fastbreaking 
information.  The  inability  of  the  investigating  Special  Agents  to  perform  the  func- 
tion of  executing  search  warrants  is  a  serious  problem  if  U.S.  Marshals  are  not 
readily  available — and  frequently  they  are  not  if  the  action  is  at  some  distant  point. 

There  are  approximately  325  Special  Agents  in  the  Office  of  Inspector  General 
who  could  be  delegated  law  enforcement  authority.  These  Special  Agents  undergo 
basic  criminal  investigative  training  at  the  Federal  Law  Enforcement  Training 
Center,  Glynco,  Georgia.  Furthermore,  they  are  all  classified  as  1811  Criminal 
Investigators  and  are  afforded  blanket  law  enforcement  retirement  eligibility  by  the 
Office  of  Personnel  Management. 

In  addition  to  the  criminal  investigative  functions  described  above,  selected  Spe- 
cial Agents  perform  personal  security  duties  for  the  Secretary  of  Agriculture,  both 
domestically  and  internationally.  At  the  present  time  these  individuals  are  able  to 
carry  arms  by  virtue  of  being  deputized  U.S.  Marshals;  however,  effective  June  29, 
1979,  the  Marshal  Service  is  terminating  the  deputy  status  of  our  people  and 
thereafter  we  will  no  longer  be  able  to  permit  them  to  carry  weapons.  This  recent 
decision  of  the  Marshal's  Office  greatly  increases  the  urgent  need  for  this  legisla- 
tion. 

Initial  startup  costs  for  the  purchase  of  firearms  would  be  approximately  $10,000. 
All  new  Agents  receive  basic  firearms  training  at  the  Federal  Law  Enforcement 
Training  Center,  but  necessary  semi-annual  training  would  require  an  additional 
$10,000  the  first  year.  In  regard  to  the  payment  of  rewards  for  information  and 
assistance,  it  would  require  an  initial  outlay  of  $25,000  for  a  fund  which  would  be 
replenished  yearly  with  a  confidential  accounting  as  to  how  the  money  was  spent. 

An  identical  letter  has  been  sent  to  the  President  of  the  Senate. 

The  Office  of  Management  and  Budget  advises  that  there  is  no  objection  to  the 
presentation  of  this  proposed  legislation  from  the  standpoint  of  the  Administration's 
programs. 

Sincerely, 

Enclosure. 

A  BILL  To  provide,  subject  to  the  direction  of  the  Secretary  of  Agriculture,  basic  law  en- 
forcement authorities  to  Special  Agents  of  the  Office  of  Inspector  General,  United  States 
Department  of  Agriculture 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  that  subject  to  the  direction  of  the  Secretary  of 
Agriculture,  Special  Agents  of  the  Office  of  Inspector  General,  Department  of  Agri- 
culture, in  carrying  out  the  functions  and  duties  imposed  upon  the  Inspector  Gener- 
al under  Public  Law  95-452,  and  in  performing  such  other  law  enforcement  and 
security  duties  as  may  be  delegated  to  the  Inspector  General  by  the  Secretary  of 
Agriculture,  may: 

(a)  carry  a  firearm; 

(b)  execute  an  order,  warrant,  subpoena,  or  other  process  issued  under  the 
authority  of  the  United  States  for  arrest,  search  or  seizure,  or  production  of 
evidence; 

(c)  make  an  arrest  without  a  warrant  for  a  federal  offense  committed  in  their 
presence  if  they  have  reasonable  grounds  to  believe  that  the  person  to  be 
arrested  has  committed  or  is  committing  such  an  offense;  and, 

(d)  offer  and  pay  a  reward  for  services  or  information  assisting  in  the  detec- 
tion or  investigation  of  the  commission  of  a  federal  offense  or  in  the  apprehen- 
sion of  an  offender. 

The  following  are  illustrative  incidents  and  experiences  in  1979-1980  which 
update  the  justification  detailed  in  Inspector  General  McBride's  letter  to  the  Attor- 
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by  other  law  enforcement  agencies  in  controlled  drug  transactions  with  suspects 
who  also  traffick  in  food  stamps. 

tlltruiu 

In  one  part  of  a  nationally  coordinated  major  food  stamp  trafficking  case,  the 
final  transaction  took  place  inside  a  van,  outside  a  store.  After  the  sale  of  food 
stamps,  U.S.  Marshals  arrested  the  subject  who  was  carrying  a  .38  caliber  pistoL 

In  another  facet  of  the  same  case,  VS.  Marshals,  who  had  been  scheduled  to 
make  the  arrest,  were  unable  to  do  so.  The  FBI  was  contacted  but  could  not  assist. 
U.S.  Secret  Service,  with  the  assistance  of  local  police,  finally  made  the  arrest.  Two 
persons  involved  in  the  sale  of  food  stamps  were  charged  by  local  police  with 
carrying  unregistered  weapons.  The  interruptions  and  delays  in  this  case  would  not 
have  occurred  had  the  USD  A  Special  Agents  had  full  law  enforcement  authority. 

Indiana 

In  one  case  involving  an  FmHA  County  Supervisor  in  Bluffton,  Indiana,  who  was 
offered  a  bribe  to  approve  a  $150,000  loan,  arrangements  had  to  be  made  to  have  a 
U.S.  Marshal  serve  the  arrest  warrant  although  the  affadavit  had  been  filed  by  OIG 
Agents  before  the  U.S.  Magistrate. 

Kansas 

In  March  1980,  two  OIG  Special  Agents  participated  with  Wichita  Detectives  in 
the  surveillance  of  a  food  stamp  sale  to  two  persons  in  an  apartment,  with  a 
Detective  acting  in  an  undercover  capacity. 

It  became  obvious  that  the  subjects  intended  to  rob  the  undercover  Detective,  and 
when  the  undercover  Detective  said,  "George,  you  don't  have  to  put  that  gun  to  my 
head."  the  backup  team  entered  the  apartment  and  shots  were  fired. 
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One  unarmed  OIG  Agent  covered  the  rear  door  and  would  have  been  in  clear 
danger  had  suspects  fled  through  this  exit. 

Missouri 

In  July  1979  it  was  necessary  to  arrest  three  persons  simultaneously  in  different 
parts  of  Southeast  Missouri,  following  illegal  food  stamp  sales,  to  gather  added 
evidence  of  criminal  activity  and  to  preclude  the  opportunity  for  the  criminals  to 
flee.  It  was  necessary  to  obtain  the  assistance  of  U.S.  Marshals,  ATF  Agents,  and 
local  police,  which  imposed  delays  in  the  operation  which  would  not  nave  been 
necessary  if  the  USDA  Agents  had  power  of  arrest. 

In  another  case,  the  subject  was  known  to  be  affiliated  with  an  active  terrorist 
group.  He  was  extremely  cautious  in  dealing  with  the  OIG  undercover  Agent  to  the 
extent  he  utilized  surveillance  teams  when  meeting.  Accordingly,  an  alternative 
meeting  place  was  always  necessary  in  dealing  with  subject.  To  effect  an  arrest,  two 
separate  police  department  units  plus  the  U.S.  Marshal  Service  had  to  be  utilized. 
The  Deputy  U.S.  Marshal  making  the  arrest  jeopardized  the  operation,  because  of 
unfamiliarity  with  subject  and  the  operation.  Persons  believed  to  be  associates  of 
the  subject  were  observed  on  the  premises  when  the  arrest  was  made,  but  were  not 
identified,  because  police  did  not  recognize  them  or  associate  them  with  subject. 

In  another  case,  an  Investigative  Aide  had  completed  a  transaction  involving  the 
sale  of  food  stamps  to  an  employee  of  a  suspect  establishment.  On  leaving  the 
premises,  the  Aide  was  accosted  by  a  man  wielding  a  sharp  instrument  who  de- 
manded the  cash.  The  Aide  was  able  to  escape  but  had  this  not  been  possible,  the 
unarmed  OIG  Agent  covering  him  would  have  been  forced  to  place  himself  in 
danger  in  order  to  protect  the  Aide. 

Kentucky 

During  one  operation,  the  OIG  Special  Agent  and  a  County  narcotic  officer  were 
sitting  in  an  automobile  with  a  confidential  informant  and  an  investigative  subject. 
Agents  were  attempting  to  make  a  purchase  with  food  stamps  with  a  known  food 
stamp  trafficker.  The  subject  departed  the  area  for  a  brief  time  and  returned  with  a 
second  subject  who  produced  a  quantity  of  Quaaludes  for  a  cash  transaction.  Realiz- 
ing that  the  transaction  was  for  cash  rather  than  food  stamps,  a  backup  narcotic 
unit  moved  in  and  arrested  the  two  subjects.  The  OIG  Agent  and  the  confidential 
informant  were  unarmed  during  this  incident. 

One  OIG  Special  Agent  was  positioned  outside  a  suspect  retail  store  while  another 
Agent  was  conducting  a  food  stamp  trafficking  transaction  inside  the  store.  Two 
males  passed  by  the  outside  Agent  prior  to  entering  the  store  and  he  noted  their 
apparent  hostility  to  his  rough  clothing  and  full  beard.  He  concealed  himself  within 
his  automobile  and  the  two  males  later  emerged  from  the  store  with  a  pistol  they 
had  obtained  from  the  investigative  subject.  The  Agent  on  the  inside  heard  the  store 
owner  tell  the  two  males  to  "take  care  of  him."  The  Agent  was  not  observed  inside 
the  automobile  but  the  incident  could  have  resulted  in  great  danger  to  the  two 
unarmed  OIG  Agents.  Twenty-nine  persons  were  ultimately  arrested  and  charged  as 
a  result  of  this  operation. 

New  York  City 

In  April  1980,  the  United  States  Postal  Service  and  the  Office  of  the  Inspector 
General,  USDA,  executed  arrest  and  search  warrants  at  three  locations  used  by 
individuals  considered  dangerous  by  police.  Three  weapons  were  included  in  the 
various  items  seized  during  the  search  which  resulted  in  the  arrest  of  five  individ- 
uals. 

The  search  of  the  premises  and  the  arrest  of  the  individuals  could  not  have  been 
accomplished  without  the  help  of  the  United  States  Postal  Inspectors  and  their 
authority  to  make  arrests  and  execute  search  warrants. 

Other  cases  in  the  same  area  involved  these  circumstances: 

An  undercover  OIG  Agent  rode  in  a  car  with  an  unknown  male  to  conduct  a  food 
stamp  transaction.  No  armed  backup  was  available.  The  person  was  later  identified 
as  a  known  criminal. 

An  OIG  informant  entered  a  check  casher  in  the  South  Bronx  to  carry  out  a 
transaction  of  food  stamps.  Postal  Inspectors  had  to  accompany  OIG  to  provide 
armed  backup. 

Postal  Inspectors  had  to  accompany  an  OIG  undercover  Agent  and  an  informant 
who  penetrated  three  grocery  stores  in  the  East  New  York  section  of  Brooklyn,  in  a 
food  stamp  trafficking  investigation. 

Oklahoma 

Two  OIG  Agents  following  leads  in  a  food  stamp  trafficking  investigation  infiltrat- 
ed the  criminal  element  by  visiting  places  such  as  bars,  gambling  houses,  and  pool 
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parlors  During  such  visits,  Agents  met  many  persons  involved  in  < 
These  persons  introduced  Agents  to  potential  traffickers  in  food 
individuals  or  persons  engaged  in  the  retail  grocery  business. 

One  individual  told  one  OIG  Agent  he  carried  a  -357  Magnum,  and  a  .25 1 
kr  pistol  on  his  person  at  all  times,  and  would  use  these  weapons  if  the 
betrayed  him  concerning  food  stamp  negotiations. 

Another  subject  of  the  same  investigation  had  been  released  recentrt  from  the 
Oklahoma  State  Penitentiary,  having  been  convicted  for  unlawful  delivery  of  nar- 
cotics. He  stated  to  Agents  numerous  times  that  he  did  not  want  to  go  back  to 
prison,  and  would  "waste  anybody  who  tried  to  put  him  there."  Drug  Enforcement 
Administration  Agents  who  had  purchased  narcotics  from  the  subject  at  his  home 
observed  rifles  and  handguns  in  plain  sight  at  the  residence  He  was  described  by 
local  law  enforcement  intelligence  officers  as  being  a  "speed  freak,"  and  potentially 
dangerous. 

Another  Agent  met  the  subject  of  his  investigation  by  visiting  a  gambling  1 
The  Agent  observed  about  ten  males  involved  in  a  gambling  game  and  i 
in  the  residence.  The  subject  was  described  as  the  'Godfather"  in  this  area.  He  was 
always  in  the  company  of  another  male  serving  as  a  body  guard  who  caiiied  a 
weapon  at  all  times.  The  suspect  operated  three  gambling  operations,  as  well  as 
several  prostitutes  and  was  a  narcotics  trafficker.  The  subject  had  prior  arrests  and 
convictions  involving  heroin  distribution  and  armed  robbery.  Local  law  enforcement 
intelligence  officers  described  him  as  being  extremely  dangerous.  During  all  food 
stamp  transactions  with  the  OIG  Agent,  the  subject  carried  a  .38  caliber  derringer. 

This  individual  was  finally  arrested  by  Drug  Enforcement  Administration  Agents 
accompanied  by  OIG  Agents.  The  Muskogee  Police  Department  Organised  Crime 
Unit  Officers  also  assisted  by  providing  back  up  officers. 

South  Carolina 

In  a  year-long  investigation,  an  OIG  Special  Agent  had  been  conducting  food 
stamp  trafficking  transactions  in  an  undercover  role  for  which  armed  security  was 
provided  by  Bureau  of  Alcohol,  Tobacco  and  Firearms  Agents.  The  Agent  had 
assumed  a  false  identity  while  gathering  evidence  against  known  fences,  unlicensed 
firearms  dealers,  and  narcotics  traffickers,  all  trafficking  in  food  stamps.  Informa- 
tion developed  during  this  investigation  indicated  multi-State  movements  of  stolen 
goods  and  seven  persons  have  been  arrested  and  charged,  to  date,  some  of  whom 
were  armed  when  arrested. 

Texas 

Two  other  OIG  Special  Agents  were  approached  by  two  males  who  attempted  to 
trade  watches  for  food  stamps.  They  ultimately  purchased  food  stamps  for  cash. 
Special  Agents  observed  both  subjects  were  armed  and  had  a  backup  counter- 
surveillance  unit  with  four  unidentified  males  in  it,  parked  behind  the  Special 
Agents'  car  when  the  transaction  occurred. 

An  OIG  Special  Agent  was  introduced  to  a  junk  dealer  in  Houston  who  had  a  12 
gauge  shotgun  on  his  desk.  He  admitted  to  being  a  food  stamp  trafficker,  drug 
dealer  and  fence.  He  attempted  to  trade  two  (2)  stolen  .45  Colt  automatic  pistols  for 
$1,000  in  illegal  food  stamps.  He  carried  a  small  revolver  at  all  times.  He  had  four 
or  five  lookouts  in  the  area  during  each  meeting.  He  wanted  the  OIG  Special  Agent 
to  meet  him  at  clandestine  locations  to  negotiate  the  trade. 

A  record  check  of  this  subject  revealed  an  extensive  criminal  record  of  theft  and 
narcotics.  The  OIG  Special  Agent  opted  to  discontinue  this  investigation  because  of 
his  unarmed  status. 

Another  subject  in  Houston,  who  purchased  $2,200  worth  of  food  stamps  from 
undercover  OIG  Agents  had  been  previously  arrested  and  charged  for  carrying  a 
pistol  by  Houston  Police. 

One  subject  pulled  and  pointed  a  pistol  at  a  Special  Agent  during  an  undercover 
food  stamp  negotiation.  A  second  subject  told  another  Special  Agent  that  he  would 
shoot  the  Special  Agent  in  the  head  if  he  was  a  Federal  Agent. 

The  investigation  established  one  of  these  subjects  wounded  one  and  killed  one 
person  at  their  store  about  a  month  prior  to  the  OIG  investigation. 

At  the  time  of  arrest  by  United  States  Marshals,  one  subject  fled  the  scene  and 
had  to  be  chased  down  and  caught.  Because  of  confusion  among  Marshals,  he  was 
apprehended  by  an  unarmed  OIG  Agent.  Several  witnesses  observed  subject  dispos- 
ing of  a  firearm.  During  the  operation,  Marshals  walked  by  the  second  subject 
because  they  failed  to  identify  him  by  the  physical  description  furnished,  and  he 
had  to  be  apprehended  also  by  an  OIG  Special  Agent.  A  search  warrant  was  issued 
to  recover  the  food  stamps  from  the  trunk  of  subject's  car,  but  because  of  OIG's  lack 
of  authority,  the  search  warrant  had  to  be  executed  by  U.S.  Marshals.  If  OIG  had 
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arrest  authority,  the  arrests  could  have  been  accomplished  without  the  aforemen- 
tioned confusion. 

Another  subject  had  been  previously  convicted  of  felony  theft  and  possession  of 
dangerous  drugs,  and  was  also  charged  with  intimidation  and  terroristic  threat, 
aggavated  assault,  carrying  a  prohibited  weapon,  and  threat  to  take  a  life.  He 
served  time  in  the  State  prison.  Two  OIG  Agents  met  this  subject  in  clandestine 
locations  to  negotiate  food  stamp  transactions. 

Another  subject  dealing  with  OIG  Agents  for  food  stamps  was  a  member  of  the 
Road  Knights  Motorcycle  Gang.  This  subject  and  several  other  members  of  the  gang 
were  observed  to  be  carrying  firearms.  The  subject  offered  to  trade  Thompson  .45 
cal.  machine  guns,  automatic  pistols,  and  narcotics  for  food  stamps  with  OIG 
Agents. 

At  one  store  under  investigation,  one  of  the  store  clerks  carried  a  .38  Chief 
Special  Revolver  at  all  times  and  displayed  it  to  Agents. 

In  a  conversation  with  another  subject,  owner  of  a  bar-lounge,  subject  told  one 
OIG  Special  Agent  that  he  was  presently  under  indictment  and  couldn't  afford  to  be 
dealing  in  food  stamps  at  the  present,  but  to  contact  him  at  a  later  date.  He  further 
stated  that  he  carried  a  gun  and  that  our  Agent  "had  better  not  be  a  snitch." 

Washington 

In  June  1980,  a  food  stamp  theft  investigation  in  Olympia  was  concluded  with  the 
arrest  and  confinement  of  three  persons.  All  three  suspects  had  been  observed  and 
photographed  in  the  theft  of  food  stamps,  welfare  warrants,  and  drivers  licenses 
from  non-U.S.  Postal  mail  trucks  delivering  mail  to  State  offices  and  departments. 

Following  one  truck  theft,  an  undercover  buy  of  stolen  food  stamps  was  made, 
followed  by  immediate  arrest  by  Federal  and  local  officers.  Search  warrants  for  the 
residences  of  the  suspects  produced  quantities  of  cocaine,  marijuana,  amphetamines, 
and  hallucinogens.  Also  found  were  $50,000  in  securities,  guns,  and  a  silver  and  gold 
coin  collection,  all  of  which  had  been  stolen  in  an  earlier  $90,000  burglary.  The 
search  and  arrests  would  not  have  been  possible  without  involvement  of  the  Postal 
Inspectors  or  the  local  police. 

Multi-State  operation 

An  eighteen  month  undercover  investigation  into  food  stamp  trafficking,  conduct- 
ed with  the  assistance  of  local  police,  which  received  national  media  attention, 
culminated  with  the  arrest  of  forty-seven  persons  in  San  Francisco,  Denver,  Chi- 
cago, and  New  York. 

OIG  Special  Agents  carried  out  undercover  roles  in  all  these  cities  as  the  traf- 
ficked food  stamps  implicated  various  retail  stores  and  individuals.  Various  subjects 
were  known  to  be  armed  and,  in  some  instances,  counter-investigative  surveillance 
was  observed  by  OIG  back  up  teams.  Threats  of  retaliation  were  made  to  the 
undercover  Agents  should  they  turn  out  to  be  law  enforcement  personnel.  One 
witness  received  death  threats  prior  to  the  trial  and  had  to  be  escorted  cross-country 
by  an  unarmed  OIG  Agent.  In  all  these  cases,  protection  and  the  ability  to  execute 
arrest  and  search  warrants  was  totally  dependent  upon  the  availability  and  willing- 
ness to  assist  of  U.S.  Marshals,  local  police,  or  other  Federal  Agents — and  this  added 
many  complicating  obstacles  to  coordinated  planning  and  execution  of  operations. 

U.S.  Attorney, 
Eastern  District  of  Louisiana, 

New  Orleans,  La.,  June  27,  1980. 
Mr.  Sheldon  Goodrich, 

Office  of  the  Inspector  General, 

J.S.  Department  of  Agriculture,  Temple,  Tex. 

Dear  Mr.  Goodrich:  Agent  Daniel  J.  Truxal  of  your  office  has  been  conducting 
several  felony  food  stamp  trafficking  investigations  in  the  New  Orleans  area  at  this 
office's  direction.  The  subjects  of  these  investigations  have  exhibited  a  propensity 
for  violence,  and  it  is  common  knowledge  among  the  local  law  enforcement  commu- 
nity that  these  subjects  go  routinely  armed. 

One  subject  (Te  2740-57),  has  repeatedly  threatened  the  undercover  operative 
with  death  should  he  "betray"  him,  and  that  subject  has  visited  a  cover  address 
used  by  the  undercover.  Agent  Truxal  has  on  occasion,  been  the  only  cover  for  the 
undercover,  armed  only  with  electronic  surveillance  equipment  and  no  means  of 
outside  communication.  Furthermore  even  when  armed  cover  is  available,  Agent 
Truxal  would  be  unable  to  act  effectively  to  assist  the  undercover  should  an  armed 
confrontation  occur. 

Of  even  greater  concern  to  me,  however,  are  the  subjects  of  other  investigations, 
(Te  2740-68,  69,  71,  79,  and  82),  all  of  whom  go  rountinely  armed,  one  of  whom  shot 
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and  killed  one  would  be  robber  last  year,  and  wounded  another.  Furthermore,  this 
ongoing  investigation  involves  the  possibility  of  trafficking  in  firearms  and  arson  for 
hire.  Of  more  accute  concern  are  the  areas  in  which  most  of  the  subject  stores  are 
located.  Most  are  adjacent  to  low  income  housing  projects.  While  residing  in  these 
projects  is  less  than  safe,  an  "outsider"  operating  in  such  areas  is  doubly  in 
jeopardy. 

The  above  mentioned  subjects  have  on  at  least  two  transactions,  used  counter- 
surveillance  teams,  and  attempted  to  follow  the  undercover  operations. 

A  final  word  concerning  the  above  group  of  subjects.  "Vendetta**  is  tradition 
among  them,  and  I  do  not  believe  that  your  agents  would  be  invulnerable  to  such 
retaliation  by  virtue  of  their  office  alone. 

I  recommend  that  Agents  Truxal  and  David  Thomas,  who  has  been  acting  in  an 
undercover  capacity,  and  all  future  agents  who  may  be  assigned  to  this  investiga- 
tion by  your  agency,  be  deputized  as  U.S.  Marshals  for  the  duration  of  these 
investigations  and  subsequent  prosecutions. 
Very  truly  yours. 

John  Volz, 

US.  Attorney. 
Harry  P.  Pastuszek,  Jr., 

Assistant  US.  Attorney. 
W.  Glenn  Burns, 

Assistant  US.  Attorney. 

U.S.  Attorney, 
District  op  Kansas, 
Wichita,  Kans.,  August  29,  1980. 
Mr.  Randol  Brune, 

Regional  Director,  U.S.  Department  of  Agriculture,  Office  of  Inspector  General/ 
Investigations,  Kansas  City,  Mo. 
Dear  Mr.  Brune:  This  is  to  request  that  your  agency  obtain  approval  from  the 
U.S.  Marshal's  service  for  U.S.D.A.  Agent  Jon  Deere  to  be  deputized  to  carry  a 
firearm  and  make  arrests  if  necessary  during  the  food  stamp  investigation  in 
Wichita. 

The  operation,  which  is  coordinated  out  of  my  Wichita  office  involves  targets  with 
violent  criminal  backgrounds.  At  present,  local  authorities  can  supply  only  two 
officers  to  participate  in  the  investigation  which  is  insufficient  to  supply  needed 
backup  in  emergency  situations. 

During  the  food  stamp  investigation  earlier  thisyear,  two  targets  with  extensive 
criminal  records  pulled  a  gun  on  the  undercover  officer  and  threatended  to  kill  him. 
One  armed  backup  officer  would  not  have  been  sufficient  to  handle  such  a  situation. 
I  have  been  informed  that  Mr.  Deere  is  qualified  as  an  expert  in  firearms.  He  was 
employed  for  5Vfe  years  with  the  Executive  Protective  Service  at  the  White  House  in 
Washington,  D.C.,  where  he  qualified  on  a  monthly  basis  at  the  indoor  range,  and 
on  a  quarterly  basis  at  their  outdoor  range. 

After  coming  to  the  U.S.D.A.,  I  am  informed  Jon  attended  the  Federal  Law 
Enforcement  Training  Center  which  required  a  two-week  qualification  course  in 
firearms.  Deere  qualified  both  as  an  expert  and  sharpshooter. 

We  hope  that  you  can  act  favorably  on  this  request.  Please  let  me  know  if  you 
need  further  information. 
Very  truly  yours, 

James  F.  Buchele, 

U.S.  Attorney. 

U.S.  Attorney, 
District  of  Maryland, 
Baltimore,  Md.,  September  20,  1979. 
Mr.  Thomas  F.  McBride, 
Inspector  General,  Department  of  Agriculture, 
Washington,  DC. 

Dear  Tom:  I  have  reviewed  your  draft  memorandum  to  the  Attorney  General, 
dated  August  23,  1979,  with  respect  to  the  need  for  your  agents  to  be  authorized  to 
carry  firearms  in  dangerous  circumstances.  I  think  the  memorandum  is  excellent 
and  I  hope  that  it  will  be  persuasive.  I  emphatically  agree  with  the  comments  made 
by  Ed  Korman  and  Pete  Viara.  I  still  recall  with  discomfort  the  grave  concern  that 
all  of  us  here  felt  for  the  undercover  Agriculture  agents  who  conducted  the  highly 
successful  food  stamp  operation  in  Baltimore.  As  you  know,  they  dealt  on  a  day-to- 
day  basis  with  some  of  the  most  dangerous  criminals  in  Baltimore,  frequently  in 
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situations  in  which  those  criminals  were  armed.  Of  course,  if  the  subject  at  any 
point  had  become  suspicious  of  the  undercover  agents,  their  lives  would  have  been 
in  great  jeopardy. 
I  hope  that  you  are  successful. 
Very  truly  yours, 

Russell  T.  Baker,  Jr., 

U.S.  Attorney. 

U.S.  Attorney, 
Eastern  District  of  New  York, 

Brooklyn,  N.  Y.,  January  S,  1979. 
Mr.  Thomas  F.  McBride, 
Inspector  General,  Department  of  Agriculture, 
Washington,  DC 

Dear  Mr.  McBride:  It  has  come  to  my  attention  that  authorization  is  being 
sought  to  grant  special  agents  of  the  Department  of  Agriculture  the  full  police 
powers  of  law  enforcement  officers.  In  my  opinion,  such  powers  are  necessary  to 
conduct  effective  investigations,  and  I  am,  therefore,  fully  in  support  of  such  a 
proposal. 

We  have  worked  closely  with  special  agents  of  your  office  on  a  number  of  major 
fraud  investigations  and  have  found  them  to  be  responsible,  knowledgeable  and 
conscientious  about  their  obligations  and  duties.  In  a  number  of  situations  where 
arrest  or  search  warrants  were  required  as  a  result  of  these  investigations,  it  was 
unfortunately  necessary  to  obtain  the  services  of  another  federal  agency  with  full 
police  powers  to  execute  these  warrants.  Having  to  solicit  the  aid  of  another  agency 
in  such  situations  is  inefficient  and  time  consuming.  It  is  difficult,  for  instance,  for 
another  federal  agency  to  grasp  in  a  limited  amount  of  time  all  the  details  and 
nuances  associated  with  an  extended  investigation.  Such  knowledge  is,  of  course, 
critical  to  the  proper  execution  of  an  arrest  or  search  warrant. 

Accordingly,  it  is  my  opinion  that  in  view  of  the  nature  of  the  work  of  your 
agency,  full  law  enforcement  powers,  namely,  the  authority  to  arrest,  execute 
search  warrants,  possess  firearms,  etc.,  should  be  bestowed  upon  special  agents  of 
the  Department  of  Agriculture  as  soon  as  possible.  Of  course,  this  should  be  accom- 
panied by  a  program  designed  to  provide  training  in  the  conduct  of  these  various 
investigative  procedures  and  the  use  of  firearms. 
Very  truly  yours, 

Edward  R.  Korman, 

U.S.  Attorney. 

U.S.  Attorney, 
Northern  District  of  Illinois, 
Chicago,  III.,  December  IS,  1978. 
Mr.  Thomas  F.  McBride, 
Inspector  General,  Department  of  Agriculture, 
Washington,  DC 

Dear  Mr.  McBride:  I  am  writing  this  letter  to  apprise  you  of  a  problem  that  has 
arisen  in  several  cases  which  I  have  been  asked  to  prosecute  and  which  were 
handled  by  agents  of  the  Department  of  Agriculture.  Because  of  lack  of  statutory 
authorization,  agents  have  no  power  of  arrest  and  also  cannot  carry  weapons.  This 
lack  of  authority  to  make  arrests  has  resulted  in  several  difficult  situations  in 
Agriculture  cases  that  have  gone  to  indictment.  In  one  instance,  we  were  delayed  in 
making  arests  after  indictment  by  several  days  because  of  manpower  shortages  in 
the  U.S.  Marshal's  Office.  Since  Agriculture  agents  have  no  arrest  powers  and  other 
agencies  such  as  the  FBI  hesitate  to  make  arrests  outside  their  jurisdiction,  the  U.S. 
Marshals  are  the  only  agency  which  will  make  arrests  in  cases  investigated  by  the 
Inspector  General's  office. 

Another  problem  seems  to  me  to  be  the  danger  posed  by  the  agents  not  having 
authority  to  carry  a  weapon.  As  you  know,  many  of  the  investigations  involving 
food  stamp  fraud  in  urban  areas  involve  interviews  of  persons  in  dangerous  neigh- 
borhoods. I  believe  it  presents  a  significant  risk  to  agents  who  in  carrying  out  their 
assignments  must  go  into  these  neighborhoods  unarmed. 

I  believe  it  is  imperative  that  some  action  be  taken  to  gain  authorization  to  carry 
weapons  and  to  make  arrests  for  your  agents  who  are  conducting  investigations  of 
serious  criminal  offenses. 

Finally,  I  wish  to  express  my  sincere  admiration  for  the  agents  who  are  working 
for  the  Inspector  General  in  the  Chicago  office.  I  have  become  personally  familiar 
with  Mark  Spaulding,  William  "Skip"  Galyean,  Joseph  Rotunno  and  Carol  Levy.  I 


79-755    0-81-32 


Digitized  by 


Google 


492 

found  each  of  these  persons  to  be  a  highly  qualified  investigator  who  prepares  t 
with  great  attention  to  detail.  They  have  made  significant  efforts  in  educating  me 
about  technical  aspects  of  the  crimes  being  investigated.  In  addition,  they  nave 
given  much  of  their  time  over  and  above  the  call  of  duty  to  prepare  cases  for 
indictment  and  trial. 

If  these  persons  are  typical  of  the  kind  of  agents  that  the  Department  of  Agricul- 
ture is  employing,  your  department  should  be  commended  for  its  excellent  recruit- 
ment. I  look  forward  to  working  with  these  and  other  Agriculture  agents  in  the 
future. 

Sincerely, 

Thomas  P.  Sullivan, 

U.S.  Attorney, 
By:  Charles  B.  Burch, 

Assistant  U.S.  Attorney, 

Department  op  Agriculture, 

Oppice  op  the  Secretary, 
Washington,  D.C.,  May  3,  1978. 
Hon.  James  T.  McIntyre,  Jr., 
Director,  Office  of  Management  and  Budget, 
Washington,  D.C. 

Dear  Mr.  McIntyre:  This  is  in  reply  to  your  request  of  March  16,  1978,  for  our 
comments  on  S.  1437,  the  "Criminal  Code  Reform  Act  of  1978"  as  it  was  passed  by 
the  Senate. 
In  the  attachment  we  set  forth  our  comments  on  both  the  provisions  of  the 

groposed  Criminal  Code  and  the  conforming  amendments  to  statutes  administered, 
y,  or  of  interest  to,  this  Department.  Many  of  our  concerns  have  been  raised  in 
comments  on  previous  versions  of  the  Code.  We  are  setting  forth  again  those 
suggestions  which  have  not  been  adopted  but  which  we  believe  merit  further  consid- 
eration. 

We  also  raise  several  new  points.  In  particular  we  are  concerned  that  the  Code 
fails  to  assign  this  Department  the  primary  responsibility  to  investigate  offenses 
covered  by  the  Code  which  are  related  to  the  resources  and  property  of  the  National 
Forest  System.  We  also  feel  that  basic  law  enforcement  authority  (i.e.,  authority 
to  make  arrests,  carry  firearms,  and  execute  warrants  and  subpoenas)  similar  to  that 
made  available  to  employees  of  the  Department  of  the  Interior  should  be  made 
available  to  law  endorsement  employees  of  this  Department.  Specific  aments  are 
recommended  in  the  attachment. 

We  request  clearance  to  transmit  these  comments  to  the  House  Commitee  on  the 
Judiciary  which  is  now  considering  the  bill. 
Sincerly, 

Bob  Bergland,  Secretary. 
Attachment. 

Comments  op  United  States  Department  op  Agriculture  on  Criminal  Code 

Reform  Act  op  1978 

comments  on  the  code 

Section  111  defines  the  term  "public  servant"  to  include  persons  "authorized  to 
act  for  or  on  behalf  of  a  government  or  serving  a  government."  We  believe  this 
definition  is  broad  enough  to  cover  such  persons  as  state  employees  who  carry  out 
meat  and  poultry  inspections  pursuant  to  Talmadge-Aiken  cooperative  agreements 
(7  U.S.C.  450),  licensees  who  perform  inspection  and  grading  under  7  UJS.C.  84  and 
1622(h),  and  private  veterinarians  who  are  under  federal  contract  to  perform  certain 
animal  health  control  functions  pursuant  to  21  U.S.C.  114a.  We  believe  these  classes 
of  persons  should  be  considered  as  "federal  public  servant"  for  various  purposes  of 
the  Code  when  they  are  acting  under  authority  and  on  behalf  of  the  federal 
government.  Since  there  is  no  definition  in  the  Code  of  the  meaning  of  the  word 
federal,"  we  believe  it  would  be  helpful  to  clarify  this  matter  in  the  legislative 
history  so  there  is  no  doubt  these  persons  are  covered. 

Section  1333  penalizes  refusing  to  testify  or  produce  information  in  an  "official 
proceeding."  We  question  whether  this  section  is  broad  enough  to  include  adminis- 
trative investigative  subpoenas  and  other  orders  requiring  the  production  of  specific 
information.  We  have  authority  to  issue  such  subpoenas  or  orders  in  certain  in- 
stances without  the  pendency  of  an  official  proceeding.  We  believe  it  is  essential  to 
retain  authority  to  compel  compliance  with  such  a  lawful  order.  Therefore,  we 
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recommend  that  section  1333(a)  be  amended  by  adding  a  new  paragraph  (3)  reading 
as  follows: 

"(3)  without  lawful  privilege,  he  fails  to  comply  with  an  order  to  answer  a 
lawful  inquiry  or  produce  a  record,  document  or  other  information." 

If  this  suggestion  is  adopted,  section  1333(g)  relating  to  jurisdiction  should  be 
amended  by  adding  before  tne  period  the  following:  "or  if  the  order  is  an  order  of  a 
federal  government  agency". 

We  are  also  concerned  that  under  section  1333(aX2XA)  refusal  to  answer  a  ques- 
tion in  an  official  proceeding  is  not  an  offense  until  a  federal  Judge  or  court  has 
directed  the  person  to  answer  and  advised  him  his  refusal  to  do  so  might  subject 
him  to  criminal  prosecution.  We  object  to  this  requirement  of  an  intervening  court 
order.  Such  is  not  required  now  under  the  statutes  applicable  to  this  Department 
before  a  refusal  to  testify  or  produce  information  is  a  crime.  Therefore,  we  recom- 
mend that  section  1333(aX2XA)  be  amended  to  read  as  follows: 

"(A)  refuses,  without  lawful  privilege,  to  answer  a  question;  or". 

In  the  alternative  we  would  suggest  amending  section  1333(aX2XA)  by  inserting 
the  following  after  the  word  "court,"  on  line  16,  page  72:  "or  an  administrative  law 
judge  appointed  pursuant  to  title  5,  United  States  Code,". 

Section  1343  prohibits  the  making  of  material  statements  that  are  false  in  a 
"government  matter."  Under  section  1345(bX2)  materiality  would  be  shown  by  prov- 
ing that  the  false  statement  "could  have  impaired,  affected,  impeded,  or  otherwise 
influenced  the  course,  outcome,  or  disposition  of  the  matter  in  which  it  is  made." 
The  Department  has  numerous  statutes  it  administers  which  contain  prohibitions 
on  false  reporting  which  do  not  contain  a  requirement  of  materiality. 

Furthermore,  in  the  case  of  statistical  or  other  reports  it  may  not  be  clear  that  all 
entries  are  presumptively  material  within  the  above  meaning.  And,  the  Department 
receives  required  reports  which  subsequently  serve  a  different  purpose  than  that 
initially  declared  for  their  submission,  or  the  report  may  not  specify  the  purpose  for 
which  it  may  be  used.  In  such  cases,  materiality  may  be  difficult  to  prove.  We 
believe  the  Government  must  be  able  to  rely  on  the  accuracy  of  all  required  reports, 
and  therefore,  recommend  deletion  of  the  requirement  of  materiality. 

Section  1411  prohibits  the  introduction  into  the  United  States  of  an  object,  the 
introduction  of  which  a  federal  statute  or  regulation,  rule,  or  order  prohibits  abso- 
lutely or  prohibits  conditionally  and  "all  conditions  for  its  introduction  into  the 
United  States  have  not  been  complied  with."  The  quoted  phrase  appears  to  negate 
the  possibility  of  post-entry  quarantine  requirements  in  connection  with  imports. 
This  is  not  in  accord  with  19  U.S.C.  1306  which  provides  for  such  requirements. 
Therefore,  we  suggest  that  section  1411(aXlXB)  be  changed  to  read: 

"(B)  prohibits  conditionally  and  all  conditions  for  its  introduction  into  the 
United  States  are  not  complied  with  as  required  at  the  time  of  importation  or 
thereafter". 

Section  1601  et  sea.  dealing  with  homicide  offenses  and  section  1611  dealing  with 
assault  offenses  would  cover  murder  and  assaults  of  some  employees  of  this  Depart- 
ment but  not  all  who  are  currently  covered.  Coverage  would  include  employees 
engaged  in  law  enforcement' functions  (which  would  include  investigative  activities), 
persons  designated  to  be  covered  by  these  sections  by  the  Attorney  General,  and 
other  persons  if  the  offense  occurs  during  the  commission  of  specified  offenses  such 
as  tampering  with  a  public  servant  or  retaliating  against  a  public  servant.  In  view 
of  the  importance  of  the  assault  statutes  to  this  Department  in  its  administration  of 
the  Federal  Meat  Inspection  Act,  the  Poultry  Products  Inspection  Act,  and  the  Egg 
Products  Inspection  Act,  as  well  as  the  animal  disease  control  and  other  programs, 
we  believe  the  categories  of  veterinarians  and  other  inspectors  who  carry  out 
activities  under  these  programs  should  be  specifically  included,  rather  than  having 
to  rely  on  the  Attorney  General  to  determine  their  inclusion.  Thus,  we  recommend 
that  the  phrase  "a  person  assigned  to  perform  inspection  functions,"  be  added  after 
the  word  "facility,  in  sections  1601(eX2XB)  and  1611(cX2XB).  This  would  continue 
the  coverage  provided  Departmental  inspectors  by  their  inclusion  in  18  U.S.C.  1114 
by  Public  Law  94-582. 

Section  1731  establishes  the  offense  of  theft.  Subsection  (cX17)  provides  that  there 
is  federal  jurisdiction  over  such  an  offense  if  it  is  committed  in  connection  with  a 
loan,  advance  of  credit,  or  mortgage  insured  by  the  U.S.  Department  of  Housing  and 
Urban  Development.  This  jurisdictional  base  would  seem  to  be  covered  by  subsec- 
tion (cX2)  which  provides  federal  jurisdiction  if  the  property  involved  is  subject  to  a 
security  interest  held  by  the  United  States.  Clarification  is  needed  since  the  duplica- 
tion could  raise  questions  with  regard  to  coverage  of  theft  offenses  involving  this 
Department  which  also  has  authority  to  make  and  insure  loans. 

This  new  general  theft  section  will  cover  larceny  and  conversion  of  property 
owned  by  or  pledged  or  mortgaged  to  the  Commodity  Credit  Corporation  which  is 
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now  covered  by  section  15  of  the  Commodity  Credit  Corporation  Charter  Ad  (15 
U3C  714m;.  Section  \&c>  of  the  Charter  Act  also  covers  piupeilj 
pledged  as  security  for  any  promissory  note  which  COC  has 
obligated  to  purchase  upon  tender.  Code  section  1731ic>  has  no  soch  < 
times,  CCC  has  carried  out  its  price  support  program  through  agre 
banks  to  purchase  price  support  loan  notes  not  repaid  by  producers.  While  COC  is 
not  using  this  method  of  operations  at  this  time,  it  is  possible  it  may  be  resumed  m 
the  future.  'See  section  801  of  H.R.  6782,  95th  Cong.,  2d  Sesa,  as  passed  by  the 
Senate.)  Coverage  for  such  operations  by  CCC  or  other  federal  agencies  could  be 
afforded  by  adding  the  following  at  the  end  of  section  1731<c*2)  and  deleting  the 
second  "or"  on  page  125,  line  11:  "or  is  mortgaged  or  pledged  as  security  for  any 
promissory  note,  or  other  evidence  of  indebtedness,  which  the  United  States  has 
guaranteed  or  is  obligated  to  purchase  upon  tender;". 

Section  1731  by  reason  of  the  jurisdictional  bases  in  subsection  <cK26),  covers  theft 
of  food  stamp  coupons  and  authorization  cards  and  some  unauthorised  uses  of  those 
coupons.  We  have  several  concerns  with  this  section.  It  is  dear  that  some  of  the 
offenses  presently  covered  by  section  15  of  the  Food  Stamp  Act  of  1977  would  be 
covered  by  Code  section  1731.  It  is  equally  clear  that  others  would  not  For  i 


section  1731  would  not  seem  to  cover  the  presentation  for  redemption  of  food  f+wnrt 
acquired  by  a  retailer  from  a  bona  fide  coupon  holder  in  exchange  for  "**fM» 
purchase  items  (i.e.,  most  nonfood  products).  Also,  it  would  not  seem  to  cover  the 
receipt  by  such  retailer  of  the  coupons  in  the  situation  mentioned.  Section  15  now 
covers  those  offenses  and  as  amended  by  the  conforming  amendments  would  seem 
to  continue  to  cover  them  but  at  only  the  Class  A  misdemeanor  level 

In  provious  comments  on  the  proposed  Criminal  Code  we  have  recommended  an 
approach  which  recognizes  that  the  food  stamp  violations  in  section  15  of  the  Food 
Stamp  Act  of  1977  are  so  different  in  most  cases  from  the  normal  theft  offense  that 
it  is  inappropriate  to  try  to  merge  the  two  into  the  theft  section  of  the  Code,  Under 
this  approach  a  new  Gode  section  similar  to  the  Code  section  for  commodity  ex- 
change violations  (section  1763)  could  be  added  covering  these  food  stamp  violations. 
This,  however,  would  alse  necessitate  amending  section  15  of  the  Food  Stamp  Act  of 
1977  to  specify  that  the  activities  prohibited  would  be  punishable  under  the  new 
Code  section.  We  continue  to  feel  this  is  probably  the  best  approach  and  would  be 
pleased  to  provide  you  with  language  to  accomplish  this  approach  if  you  desire. 

Several  technical  changes  should  be  made  in  paragraph  (25)  of  section  1731(c).  On 
page  127,  line  32,  strike  "to  purchase",  change  "(cr  to  "(b)",  and  change  *\mY'  to 
W.  On  line  33,  change  "1964"  to  "1977",  and  "(c)"  to  "(b)".  On  line  34,  change 
"(m)"  to  "(d)". 

We  recommend  adding  a  new  jurisdictional  base  to  cover  offenses  deleted  by  the 
conforming  amendment  we  propose  in  connection  with  section  13(o)  of  the  National 
School  Lunch  Act.  (See  discussion  of  that  section  in  additional  conforming  amend- 
ments to  title  7.)  We  suggest  the  following  be  added  on  page  128,  after  line  31: 
"(32)  the  property  consists  of  benefits,  or  any  money,  funds,  assets  or  property 
derived  from  benefits,  provided  by  the  Secretary  of  Agriculture  pursuant  to 
section  13  of  the  National  School  Lunch  Act,  as  amended  (42  U.S.C.  1761)/' 

Section  1746  provides  definitions  for  subchapter  E  relating  to  counterfeiting  and 
forgery.  Several  technical  changes  need  to  be  made  in  subsection  (j).  On  page  140, 
line  28,  delete  "to  purchase"  and  change  "(m)"  to  "(b)".  On  line  29,  change  "1964"  to 
"1977"  and  "(m)"  to  "(b)". 

Section  1851  penalizes  as  a  Class  E  felony  (2  years  imprisonment)  a  violation  of 
certain  sections  of  the  Poultry  Products  Inspection  Act,  the  Federal  Meat  Inspection 
Act,  and  the  Egg  Products  Inspection  Act  if  committed  with  intent  to  defraud. 
Section  1852  penalizes  as  a  Class  E  felony  the  violation  of  specified  sections  of  these 
inspection  acts  if  done  in  the  distribution  of  an  adulterated  article. 

The  inspection  acts  now  provide  felony  penalties  (3  years  imprisonment)  for 
violation  of  certain  sections  of  the  Acts  if  the  violation  involves  intent  to  defraud  or 
the  distribution  or  attempted  distribution  of  an  adulterated  article  (a  "known" 
adulterated  article  under  the  Egg  Products  Inspection  Act). 

It  would  appear  that  including  the  various  violations  under  the  inspection  acts  in 
the  Code  adds  or  changes  culpability  requirements.  This  is  particularly  true  in  the 
case  of  distribution  of  an  article  that  is  adulterated  under  the  Meat  and  Poultry 
Acts.  These  inspection  acts  do  not  specify  that  any  culpable  intent  is  required  for 
the  commission  of  the  offense  of  sale  or  shipment  of  certain  adulterated  food 
products,  and  the  Department  has  consistently  interpreted  them  as  requiring  no 
intent  in  order  to  protect  the  public  from  the  shipment  of  harmful  food  products. 
Under  the  Code  the  culpability  level  would  apparently  be  "reckless".  (See  S.  Kept 
95-605,  pages  864-65.)  Under  the  bill  it  is  not  entirely  clear  whether  the  inspection 
acts'  provisions  would  apply  when  such  special  culpability  is  not  shown,  although 
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that  apparently  is  the  case.  If  that  is  not  the  case  and  nonculpable  violations  would 
not  be  subject  to  misdemeanor  penalties  under  the  inspection  acts,  we  would  have 
strong  objections  to  the  Code  approach.  We  request  clarification. 

The  reference  in  sections  1851  and  1852  to  sections  10,  11,  19,  20,  24,  201,  202,  203, 
and  204  of  the  Federal  Meat  Inspection  Act  does  not  include  all  relevant  provisions 
of  the  Act,  e.g.,  sections  3,  4,  5,  6,  7,  23,  and  402  are  omitted.  Specification  of  sections 
from  this  Act  should  be  omitted  from  sections  1851  and  1852  in  order  to  reflect 
accurately  the  scope  of  section  406  of  the  Act  (21  U.S.C.  676(a))  which  penalizes 
violations  of  "any  provision  of  this  Act  for  which  no  other  criminal  penalty  is 
provided  by  this  Act  \ 

As  a  technical  matter,  on  page  168,  line  28,  change  "2"  to  "1". 

Section  3001  makes  specific  designations  to  agencies  which  are  to  have  primary 
responsibility  for  investigating  the  commission  of  offenses  described  in  the  proposed 
Code.  Subsection  (aX5)  assigns  investigation  responsibilities  to  the  Department  of 
Agriculture  for  certain  sections  of  the  Code  and  for  "offenses  arising  from  the 
administration  or  enforcement  of  the  laws  relating  to  agriculture."  There  is  no 
definition  of  "agriculture"  in  either  the  Code  or  the  legislative  history.  This  Depart- 
ment administers  a  wide  variety  of  laws.  Some  of  these,  including  those  relating  to 
the  food  stamp  and  child  nutrition  programs,  may  not  be  strictly  considered  to 
relate  to  "agriculture."  We  recommend,  therefore,  that  language  be  added  to  the 
House  Judiciary  Committee  report  on  this  section  clarifying  that  programs  such  as 
food  stamps  and  child  nutrition  are  within  the  scope  of  "agriculture". 

Section  3001  also  fails  to  assign  the  Secretary  the  primary  responsibility  to 
investigate  offenses  covered  by  the  proposed  Code  which  are  related  to  the  resources 
and  property  of  the  National  Forest  System.  This  omission  is  inconsistent  with  the 
authority  given  the  National  Park  Service,  an  agency  whose  land  mangement 
activities  are  comparable  in  many  ways  to  those  of  the  Forest  Service  of  the 
Department  of  Agriculture. 

The  role  of  the  Forest  Service  of  this  Department  in  managing  and  protecting  the 
resources  and  property  of  the  National  Forest  System  is  similar  to  that  of  land 
managing  agencies  of  the  Department  of  the  Interior,  particularly  the  Bureau  of 
Land  Management.  National  Forests,  like  most  lands  administered  by  the  National 
Park  Service,  the  Bureau  of  Land  Management,  and  the  Fish  and  Wildlife  Service 
are  held  in  proprietorial  status  with  the  States  retaining  civil  and  criminal  jurisdic- 
tion. Generally,  crimes  against  persons  and  personal  property  which  occur  within 
the  National  Forest  System  are  referred  to  appropriate  county  or  State  law  enforce- 
ment agencies.  Violations  of  laws  relating  to  the  National  Forest  System  and  rules 
and  regulations  promulgated  by  the  Secretary  of  Agriculture  pursuant  to  16  U.S.C. 
551  are  investigated  and  enforced  by  designated  Forest  Service  employees  trained  in 
law  enforcement. 

The  Forest  Service  derives  its  authority  to  investigate  such  offenses  as  arson, 
theft,  and  destruction  from  16  U.S.C.  559.  Inclusion  of  investigative  authority  for  the 
Forest  Service  in  section  3001  would  provide  express  authority  for  investigating 
resource  and  property  offenses  under  the  Code.  If  the  Forest  Service  is  not  granted 
such  express  authority  under  the  new  Code,  the  agency  may  have  to  refer  such 
cases  to  the  FBI  or  other  appropriate  Federal  law  enforcement  agencies.  These 
agencies  are  generally  not  located  or  adequately  staffed  to  investigate  offenses 
against  National  Forest  resources  in  a  timely  manner. 

Therefore  we  recommend  redesignating  paragraph  (16)  of  section  3001(a)  as  para- 
graph (17)  and  adding  a  new  paragraph  (16)  reading  as  follows: 

(16)  offenses  that  relate  to  the  resources  and  property  of  the  National  Forest 
System  and  offenses  arising  from  the  administration  or  enforcement  of  the  laws 
relating  to  the  property  and  resources  of  the  National  Forest  System  are  within 
the  primary  responsiblity  of  officers  or  employees  of  the  United  States  Depart- 
ment of  Agriculture  assigned  such  responsibility  by  the  Secretary  of  Agricul- 
ture. 

Section  3002  delegates  primary  responsibility  for  detecting  and  investigating  the 
commission  of  offenses  described  outside  the  proposed  Code  to  "the  law  enforcement 
agency  specifically  assigned  such  responsibility  by  law."  The  Senate  report  (page 
946)  indicates  this  should  generally  continue  existing  law.  Only  a  few  of  the  statutes 
this  Department  administers  contain  specific  authority  for  the  Secretary  of  Agricul- 
ture to  investigate.  Nevertheless  we  investigate  offenses  under  many  other  agricul- 
ture programs.  We  believe  we  should  continue  to  do  so.  However,  this  provision  of 
the  Code  is  not  clear.  We  believe  it  could  be  clarified  by  making  clear  that  "by  law" 
does  not  necessarily  mean  "by  statute".  Thus,  if  an  agency  which  has  responsibility 
to  carry  out  a  particular  program  assigns  responsibility  for  investigating  offenses 
under  that  program  to  its  own  investigatory  agency  the  latter  agency  would  be 
within  the  meaning  of  section  3002(aXD. 
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ney  General,  dated  August  23,  1979,  regarding  the  need  for  law  enforcement  au- 
thorities in  the  conduct  of  investigations,  by  Special  Agents  of  the  Office  of  Inspec- 
tor General,  U.S.  Department  of  Agriculture. 

Alabama 

An  OIG  Special  Agent  was  conducting  an  investigation  into  embezzlement  of 
School  Lunch  Program  funds  in  Bullock  County,  Alabama,  in  which  local  school 
district  officials  were  suspects.  He  was  enroute  from  Union  Springs  to  Montgomery, 
AL,  when  he  noticed  a  vehicle  approaching  rapidly  from  behind  him.  As  the  vehicle 
closed  in,  the  Agent  observed  at  least  two  occupants  in  the  front  seat  and  as  the 
vehicle  started  to  pass,  one  person  climbed  into  the  back  seat.  The  vehicle  matched 
the  Agent's  vehicle  speed  for  about  10  seconds  and  the  person  in  the  back  seat  then 
pointed  a  "riot"  type  pump-action  shotgun  out  of  the  rear  window  toward  the 
Agent,  shouting  "Fed." 

The  Agent  noted  that  the  person  holding  the  weapon  appeared  to  be  wearing  a 
stocking  mask.  This  incident  eventually  led  to  the  deputization  of  three  OIG  Agents 
as  United  States  Marshals  at  the  U.S.  Attorney's  request  and  the  investigation  was 
successfully  continued. 

Arkansas 

OIG  Agents  in  coordination  with  the  United  States  Attorney  assisted  in  conduct- 
ing a  raid  of  a  major  dogfight  organized  near  Marked  Tree,  Arkansas,  on  December 
8,  1979.  The  OIG  involvement  was  necessary  to  pursue  any  Federal  violations  that 
might  be  discovered. 

A  State  Prosecutor  coordinated  the  on-site  enforcement  effort,  obtaining  a  war- 
rant to  search  the  site  and  all  persons  and  vehicles  involved,  naming  items  to  be 
seized  as  controlled  substances,  fighting  dogs,  paraphernalia,  and  evidence  of  gam- 
bling activities. 

A  raid  team  consisting  of  Arkansas  State  Police,  Sheriffs  Deputies,  OIG  Agents, 
and  Humane  Society  personnel  assembled  at  the  Arkansas  State  Police  Office, 
Jonesboro,  Arkansas. 

The  team  detained  and  identified  about  200  individuals.  Over  twenty  persons  were 
arrested  for  various  charges  which  included  carrying  concealed  guns  or  knives, 
possession  of  controlled  substances,  promotion  of  gambling,  and  possession  of 
gaming  devices.  Other  weapons  were  found  abandoned.  Except  for  the  OIG  Agents, 
all  team  members  had  full  law  enforcement  powers. 

Florida 

A  food  stamp  trafficking  task  force  is  currently  underway  under  the  coordination 
of  the  United  States  Attorney  and  will  include  assistance  of  BATF,  U.S.  Customs, 
DEA,  and  the  Florida  Department  of  Criminal  Law  Enforcement.  This  operation  is 
targeted  against  organized  crime  and  will  involve  undercover  OIG  Agents  supported 
by  other  law  enforcement  agencies  in  controlled  drug  transactions  with  suspects 
who  also  traffick  in  food  stamps. 

Illinois 

In  one  part  of  a  nationally  coordinated  major  food  stamp  trafficking  case,  the 
final  transaction  took  place  inside  a  van,  outside  a  store.  After  the  sale  of  food 
stamps,  U.S.  Marshals  arrested  the  subject  who  was  carrying  a  .38  caliber  pistol. 

In  another  facet  of  the  same  case,  U.S.  Marshals,  who  had  been  scheduled  to 
make  the  arrest,  were  unable  to  do  so.  The  FBI  was  contacted  but  could  not  assist. 
U.S.  Secret  Service,  with  the  assistance  of  local  police,  finally  made  the  arrest  Two 
persons  involved  in  the  sale  of  food  stamps  were  charged  by  local  police  with 
carrying  unregistered  weapons.  The  interruptions  and  delays  in  this  case  would  not 
have  occurred  had  the  USDA  Special  Agents  had  full  law  enforcement  authority. 

Indiana 

In  one  case  involving  an  FmHA  County  Supervisor  in  Bluffton,  Indiana,  who  was 
offered  a  bribe  to  approve  a  $150,000  loan,  arrangements  had  to  be  made  to  have  a 
U.S.  Marshal  serve  the  arrest  warrant  although  the  affadavit  had  been  filed  by  OIG 
Agents  before  the  U.S.  Magistrate. 

Kansas 

In  March  1980,  two  OIG  Special  Agents  participated  with  Wichita  Detectives  in 
the  surveillance  of  a  food  stamp  sale  to  two  persons  in  an  apartment,  with  a 
Detective  acting  in  an  undercover  capacity. 

It  became  obvious  that  the  subjects  intended  to  rob  the  undercover  Detective,  and 
when  the  undercover  Detective  said,  "George,  you  don't  have  to  put  that  gun  to  my 
head,"  the  backup  team  entered  the  apartment  and  shots  were  fired. 
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One  unarmed  OIG  Agent  covered  the  rear  door  and  would  have  been  in  clear 
danger  had  suspects  fled  through  this  exit. 

Missouri 

In  July  1979  it  was  necessary  to  arrest  three  persons  simultaneously  in  different 
parts  of  Southeast  Missouri,  following  illegal  food  stamp  sales,  to  gather  added 
evidence  of  criminal  activity  and  to  preclude  the  opportunity  for  the  criminals  to 
flee.  It  was  necessary  to  obtain  the  assistance  of  U.S.  Marshals,  ATF  Agents,  and 
local  police,  which  imposed  delays  in  the  operation  which  would  not  have  been 
necessary  if  the  USDA  Agents  had  power  of  arrest. 

In  another  case,  the  subject  was  known  to  be  affiliated  with  an  active  terrorist 
group.  He  was  extremely  cautious  in  dealing  with  the  OIG  undercover  Agent  to  the 
extent  he  utilized  surveillance  teams  when  meeting.  Accoidingly,  an  alternative 
meeting  place  was  always  necessary  in  dealing  with  subject.  To  effect  an  arrest,  two 
separate  police  department  units  plus  the  U.S.  Marshal  Service  had  to  be  utilized. 
The  Deputy  U.S.  Marshal  making  the  arrest  jeopardized  the  operation,  because  of 
unfamiliarity  with  subject  and  the  operation.  Persons  believed  to  be  associates  of 
the  subject  were  observed  on  the  premises  when  the  arrest  was  made,  but  were  not 
identified,  because  police  did  not  recognize  them  or  associate  them  with  subject. 

In  another  case,  an  Investigative  Aide  had  completed  a  transaction  involving  the 
sale  of  food  stamps  to  an  employee  of  a  suspect  establishment.  On  leaving  the 
premises,  the  Aide  was  accosted  by  a  man  wielding  a  sharp  instrument  who  de- 
manded the  cash.  The  Aide  was  able  to  escape  but  had  this  not  been  possible,  the 
unarmed  OIG  Agent  covering  him  would  have  been  forced  to  place  himself  in 
danger  in  order  to  protect  the  Aide. 

Kentucky 

During  one  operation,  the  OIG  Special  Agent  and  a  County  narcotic  officer  were 
sitting  in  an  automobile  with  a  confidential  informant  and  an  investigative  subject 
Agents  were  attempting  to  make  a  purchase  with  food  stamps  with  a  known  food 
stamp  trafficker.  The  subject  departed  the  area  for  a  brief  time  and  returned  with  a 
second  subject  who  produced  a  quantity  of  Quaaludes  for  a  cash  transaction.  Realiz- 
ing that  the  transaction  was  for  cash  rather  than  food  stamps,  a  backup  narcotic 
unit  moved  in  and  arrested  the  two  subjects.  The  OIG  Agent  and  the  confidential 
informant  were  unarmed  during  this  incident. 

One  OIG  Special  Agent  was  positioned  outside  a  suspect  retail  store  while  another 
Agent  was  conducting  a  food  stamp  trafficking  transaction  inside  the  store.  Two 
males  passed  by  the  outside  Agent  prior  to  entering  the  store  and  he  noted  their 
apparent  hostility  to  his  rough  clothing  and  full  beard.  He  concealed  himself  within 
his  automobile  and  the  two  males  later  emerged  from  the  store  with  a  pistol  they 
had  obtained  from  the  investigative  subject.  The  Agent  on  the  inside  heard  the  store 
owner  tell  the  two  males  to  'Take  care  of  him."  The  Agent  was  not  observed  inside 
the  automobile  but  the  incident  could  have  resulted  in  great  danger  to  the  two 
unarmed  OIG  Agents.  Twenty-nine  persons  were  ultimately  arrested  and  charged  as 
a  result  of  this  operation. 

New  York  City 

In  April  1980,  the  United  States  Postal  Service  and  the  Office  of  the  Inspector 
General,  USDA,  executed  arrest  and  search  warrants  at  three  locations  used  by 
individuals  considered  dangerous  by  police.  Three  weapons  were  included  in  the 
various  items  seized  during  the  search  which  resulted  in  the  arrest  of  five  individ- 
uals. 

The  search  of  the  premises  and  the  arrest  of  the  individuals  could  not  have  been 
accomplished  without  the  help  of  the  United  States  Postal  Inspectors  and  their 
authority  to  make  arrests  and  execute  search  warrants. 

Other  cases  in  the  same  area  involved  these  circumstances: 

An  undercover  OIG  Agent  rode  in  a  car  with  an  unknown  male  to  conduct  a  food 
stamp  transaction.  No  armed  backup  was  available.  The  person  was  later  identified 
as  a  known  criminal. 

An  OIG  informant  entered  a  check  casher  in  the  South  Bronx  to  carry  out  a 
transaction  of  food  stamps.  Postal  Inspectors  had  to  accompany  OIG  to  provide 
armed  backup. 

Postal  Inspectors  had  to  accompany  an  OIG  undercover  Agent  and  an  informant 
who  penetrated  three  grocery  stores  in  the  East  New  York  section  of  Brooklyn,  in  a 
food  stamp  trafficking  investigation. 

Oklahoma 

Two  OIG  Agents  following  leads  in  a  food  stamp  trafficking  investigation  infiltrat- 
ed the  criminal  element  by  visiting  places  such  as  bars,  gambling  houses,  and  pool 
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parlors.  During  such  visits,  Agents  met  many  persons  involved  in  criminal  activity. 
These  persons  introduced  Agents  to  potential  traffickers  in  food  stamps,  either 
individuals  or  persons  engaged  in  the  retail  grocery  business. 

One  individual  told  one  OIG  Agent  he  carried  a  .357  Magnum,  and  a  .25  automat- 
ic pistol  on  his  person  at  all  times,  and  would  use  these  weapons  if  the  Agent 
betrayed  him  concerning  food  stamp  negotiations. 

Another  subject  of  the  same  investigation  had  been  released  recently  from  the 
Oklahoma  State  Penitentiary,  having  been  convicted  for  unlawful  delivery  of  nar- 
cotics. He  stated  to  Agents  numerous  times  that  he  did  not  want  to  go  back  to 
prison,  and  would  "waste  anybody  who  tried  to  put  him  there."  Drug  Enforcement 
Administration  Agents  who  had  purchased  narcotics  from  the  subject  at  his  home 
observed  rifles  and  handguns  in  plain  sight  at  the  residence.  He  was  described  by 
local  law  enforcement  intelligence  officers  as  being  a  "speed  freak,"  and  potentially 
dangerous. 

Another  Agent  met  the  subject  of  his  investigation  by  visiting  a  gambling  house. 
The  Agent  observed  about  ten  males  involved  in  a  gambling  game  and  saw  weapons 
in  the  residence.  The  subject  was  described  as  the  Godfather"  in  this  area.  He  was 
always  in  the  company  of  another  male  serving  as  a  body  guard  who  carried  a 
weapon  at  all  times.  The  suspect  operated  three  gambling  operations,  as  well  as 
several  prostitutes  and  was  a  narcotics  trafficker.  The  subject  had  prior  arrests  and 
convictions  involving  heroin  distribution  and  armed  robbery.  Local  law  enforcement 
intelligence  officers  described  him  as  being  extremely  dangerous.  During  all  food 
stamp  transactions  with  the  OIG  Agent,  the  subject  carried  a  .38  caliber  derringer. 

This  individual  was  finally  arrested  by  Drug  Enforcement  Administration  Agents 
accompanied  by  OIG  Agents.  The  Muskogee  Police  Department  Organized  Crime 
Unit  Officers  also  assisted  by  providing  back  up  officers. 

South  Carolina 

In  a  year-long  investigation,  an  OIG  Special  Agent  had  been  conducting  food 
stamp  trafficking  transactions  in  an  undercover  role  for  which  armed  security  was 
provided  by  Bureau  of  Alcohol,  Tobacco  and  Firearms  Agents.  The  Agent  had 
assumed  a  false  identity  while  gathering  evidence  against  known  fences,  unlicensed 
firearms  dealers,  and  narcotics  traffickers,  all  trafficking  in  food  stamps.  Informa- 
tion developed  during  this  investigation  indicated  multi-State  movements  of  stolen 
goods  and  seven  persons  have  been  arrested  and  charged,  to  date,  some  of  whom 
were  armed  when  arrested. 

Texas 

Two  other  OIG  Special  Agents  were  approached  by  two  males  who  attempted  to 
trade  watches  for  food  stamps.  They  ultimately  purchased  food  stamps  for  cash. 
Special  Agents  observed  both  subjects  were  armed  and  had  a  backup  counter- 
surveillance  unit  with  four  unidentified  males  in  it,  parked  behind  the  Special 
Agents'  car  when  the  transaction  occurred. 

An  OIG  Special  Agent  was  introduced  to  a  junk  dealer  in  Houston  who  had  a  12 
gauge  shotgun  on  his  desk.  He  admitted  to  being  a  food  stamp  trafficker,  drug 
dealer  and  fence.  He  attempted  to  trade  two  (2)  stolen  .45  Colt  automatic  pistols  for 
$1,000  in  illegal  food  stamps.  He  carried  a  small  revolver  at  all  times.  He  had  four 
or  five  lookouts  in  the  area  during  each  meeting.  He  wanted  the  OIG  Special  Agent 
to  meet  him  at  clandestine  locations  to  negotiate  the  trade. 

A  record  check  of  this  subject  revealed  an  extensive  criminal  record  of  theft  and 
narcotics.  The  OIG  Special  Agent  opted  to  discontinue  this  investigation  because  of 
his  unarmed  status. 

Another  subject  in  Houston,  who  purchased  $2,200  worth  of  food  stamps  from 
undercover  OIG  Agents  had  been  previously  arrested  and  charged  for  carrying  a 
pistol  by  Houston  Police. 

One  subject  pulled  and  pointed  a  pistol  at  a  Special  Agent  during  an  undercover 
food  stamp  negotiation.  A  second  subject  told  another  Special  Agent  that  he  would 
shoot  the  Special  Agent  in  the  head  if  he  was  a  Federal  Agent. 

The  investigation  established  one  of  these  subjects  wounded  one  and  killed  one 
person  at  their  store  about  a  month  prior  to  the  OIG  investigation. 

At  the  time  of  arrest  by  United  States  Marshals,  one  subject  fled  the  scene  and 
had  to  be  chased  down  and  caught.  Because  of  confusion  among  Marshals,  he  was 
apprehended  by  an  unarmed  OIG  Agent.  Several  witnesses  observed  subject  dispos- 
ing of  a  firearm.  During  the  operation,  Marshals  walked  by  the  second  subject 
because  they  failed  to  identify  him  by  the  physical  description  furnished,  and  he 
had  to  be  apprehended  also  by  an  OIG  Special  Agent.  A  search  warrant  was  issued 
to  recover  the  food  stamps  from  the  trunk  of  subject's  car,  but  because  of  OIG's  lack 
of  authority,  the  search  warrant  had  to  be  executed  by  U.S.  Marshals.  If  OIG  had 
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arrest  authority,  the  arrests  could  have  been  accomplished  without  the  aforemen- 
tioned confusion. 

Another  subject  had  been  previously  convicted  of  felony  theft  and  possession  of 
dangerous  drugs,  and  was  also  charged  with  intimidation  and  terroristic  threat, 
aggavated  assault,  carrying  a  prohibited  weapon,  and  threat  to  take  a  life.  He 
served  time  in  the  State  prison.  Two  OIG  Agents  met  this  subject  in  clandestine 
locations  to  negotiate  food  stamp  transactions. 

Another  subject  dealing  with  OIG  Agents  for  food  stamps  was  a  member  of  the 
Road  Knights  Motorcycle  Gang.  This  subject  and  several  other  members  of  the  gang 
were  observed  to  be  carrying  firearms.  The  subject  offered  to  trade  Thompson  .45 
cal.  machine  guns,  automatic  pistols,  and  narcotics  for  food  stamps  with  OIG 
Agents. 

At  one  store  under  investigation,  one  of  the  store  clerks  carried  a  .38  Chief 
Special  Revolver  at  all  times  and  displayed  it  to  Agents. 

In  a  conversation  with  another  subject,  owner  of  a  bar-lounge,  subject  told  one 
OIG  Special  Agent  that  he  was  presently  under  indictment  and  couldn't  afford  to  be 
dealing  in  food  stamps  at  the  present,  but  to  contact  him  at  a  later  date.  He  further 
stated  that  he  carried  a  gun  and  that  our  Agent  "had  better  not  be  a  snitch." 

Washington 

In  June  1980,  a  food  stamp  theft  investigation  in  Olympia  was  concluded  with  the 
arrest  and  confinement  of  three  persons.  All  three  suspects  had  been  observed  and 
photographed  in  the  theft  of  food  stamps,  welfare  warrants,  and  drivers  licenses 
from  non-U.S.  Postal  mail  trucks  delivering  mail  to  State  offices  and  departments. 

Following  one  truck  theft,  an  undercover  buy  of  stolen  food  stamps  was  made, 
followed  by  immediate  arrest  by  Federal  and  local  officers.  Search  warrants  for  the 
residences  of  the  suspects  produced  quantities  of  cocaine,  marijuana,  amphetamines, 
and  hallucinogens.  Also  found  were  $50,000  in  securities,  guns,  and  a  silver  and  gold 
coin  collection,  all  of  which  had  been  stolen  in  an  earlier  $90,000  burglary.  The 
search  and  arrests  would  not  have  been  possible  without  involvement  of  the  Postal 
Inspectors  or  the  local  police. 

Multi-State  operation 

An  eighteen  month  undercover  investigation  into  food  stamp  trafficking,  conduct- 
ed with  the  assistance  of  local  police,  which  received  national  media  attention, 
culminated  with  the  arrest  of  forty-seven  persons  in  San  Francisco,  Denver,  Chi- 
cago, and  New  York. 

OIG  Special  Agents  carried  out  undercover  roles  in  all  these  cities  as  the  traf- 
ficked food  stamps  implicated  various  retail  stores  and  individuals.  Various  subjects 
were  known  to  be  armed  and,  in  some  instances,  counter-investigative  surveillance 
was  observed  by  OIG  back  up  teams.  Threats  of  retaliation  were  made  to  the 
undercover  Agents  should  they  turn  out  to  be  law  enforcement  personnel.  One 
witness  received  death  threats  prior  to  the  trial  and  had  to  be  escorted  cross-country 
by  an  unarmed  OIG  Agent.  In  all  these  cases,  protection  and  the  ability  to  execute 
arrest  and  search  warrants  was  totally  dependent  upon  the  availability  and  willing- 
ness to  assist  of  U.S.  Marshals,  local  police,  or  other  Federal  Agents — and  this  added 
many  complicating  obstacles  to  coordinated  planning  and  execution  of  operations. 

U.S.  Attorney, 
Eastern  District  of  Louisiana, 

New  Orleans,  La.,  June  27,  1980. 
Mr.  Sheldon  Goodrich, 
Office  of  the  Inspector  General, 
J.S.  Department  of  Agriculture,  Temple,  Tex. 

Dear  Mr.  Goodrich:  Agent  Daniel  J.  Truxal  of  your  office  has  been  conducting 
several  felony  food  stamp  trafficking  investigations  in  the  New  Orleans  area  at  this 
office's  direction.  The  subjects  of  these  investigations  have  exhibited  a  propensity 
for  violence,  and  it  is  common  knowledge  among  the  local  law  enforcement  commu- 
nity that  these  subjects  go  routinely  armed. 

One  subject  (Te  2740-57),  has  repeatedly  threatened  the  undercover  operative 
with  death  should  he  "betray"  him,  and  that  subject  has  visited  a  cover  address 
used  by  the  undercover.  Agent  Truxal  has  on  occasion,  been  the  only  cover  for  the 
undercover,  armed  only  with  electronic  surveillance  equipment  and  no  means  of 
outside  communication.  Furthermore  even  when  armed  cover  is  available,  Agent 
Truxal  would  be  unable  to  act  effectively  to  assist  the  undercover  should  an  armed 
confrontation  occur. 

Of  even  greater  concern  to  me,  however,  are  the  subjects  of  other  investigations, 
(Te  2740-68,  69,  71,  79,  and  82),  all  of  whom  go  rountinely  armed,  one  of  whom  shot 
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and  killed  one  would  be  robber  last  year,  and  wounded  another.  Furthermore,  this 
ongoing  investigation  involves  the  possibility  of  trafficking  in  firearms  and  arson  for 
hire.  Of  more  accute  concern  are  the  areas  in  which  most  of  the  subject  stores  are 
located.  Most  are  adjacent  to  low  income  housing  projects.  While  residing  in  these 
projects  is  less  than  safe,  an  "outsider"  operating  in  such  areas  is  doubly  in 
jeopardy. 

The  above  mentioned  subjects  have  on  at  least  two  transactions,  used  counter- 
surveillance  teams,  and  attempted  to  follow  the  undercover  operations. 

A  final  word  concerning  the  above  group  of  subjects.  '  Vendetta"  is  tradition 
among  them,  and  I  do  not  believe  that  your  agents  would  be  invulnerable  to  such 
retaliation  by  virtue  of  their  office  alone. 

I  recommend  that  Agents  Truxal  and  David  Thomas,  who  has  been  acting  in  an 
undercover  capacity,  and  all  future  agents  who  may  be  assigned  to  this  investiga- 
tion by  your  agency,  be  deputized  as  VS.  Marshals  for  the  duration  of  these 
investigations  and  subsequent  prosecutions. 
Very  truly  yours. 

John  Volz, 

US  Attorney. 
Harry  P.  Pastuszek,  Jr., 

Assistant  US  Attorney. 
W.  Glenn  Burns, 

Assistant  US  Attorney. 

U.S.  Attorney, 
District  of  Kansas, 
Wichita,  Kans.,  August  29,  1980. 
Mr.  Randol  Brune, 

Regional  Director,  U.S.  Department  of  Agriculture,  Office  of  Inspector  General/ 
Investigations,  Kansas  City,  Mo. 
Dear  Mr.  Brune:  This  is  to  request  that  your  agency  obtain  approval  from  the 
U.S.  Marshal's  service  for  U.S.D.A.  Agent  Jon  Deere  to  be  deputized  to  carry  a 
firearm  and  make  arrests  if  necessary  during  the  food  stamp  investigation  in 
Wichita. 

The  operation,  which  is  coordinated  out  of  my  Wichita  office  involves  targets  with 
violent  criminal  backgrounds.  At  present,  local  authorities  can  supply  only  two 
officers  to  participate  in  the  investigation  which  is  insufficient  to  supply  needed 
backup  in  emergency  situations. 

During  the  food  stamp  investigation  earlier  this  year,  two  targets  with  extensive 
criminal  records  pulled  a  gun  on  the  undercover  officer  and  threatended  to  kill  him. 
One  armed  backup  officer  would  not  have  been  sufficient  to  handle  such  a  situation. 
I  have  been  informed  that  Mr.  Deere  is  qualified  as  an  expert  in  firearms.  He  was 
employed  for  5Vfe  years  with  the  Executive  Protective  Service  at  the  White  House  in 
Washington,  D.C.,  where  he  qualified  on  a  monthly  basis  at  the  indoor  range,  and 
on  a  quarterly  basis  at  their  outdoor  range. 

After  coming  to  the  U.S.D.A.,  I  am  informed  Jon  attended  the  Federal  Law 
Enforcement  Training  Center  which  required  a  two-week  qualification  course  in 
firearms.  Deere  qualified  both  as  an  expert  and  sharpshooter. 

We  hope  that  you  can  act  favorably  on  this  request.  Please  let  me  know  if  you 
need  further  information. 
Very  truly  yours, 

James  F.  Buchele, 

U.S.  Attorney. 

U.S.  Attorney, 
District  of  Maryland, 
Baltimore,  Afd.,  September  20,  1979. 
Mr.  Thomas  F.  McBride, 
Inspector  General,  Department  of  Agriculture, 
Washington,  DC. 

Dear  Tom:  I  have  reviewed  your  draft  memorandum  to  the  Attorney  General, 
dated  August  23,  1979,  with  respect  to  the  need  for  your  agents  to  be  authorized  to 
carry  firearms  in  dangerous  circumstances.  I  think  the  memorandum  is  excellent 
and  I  hope  that  it  will  be  persuasive.  I  emphatically  agree  with  the  comments  made 
by  Ed  Korman  and  Pete  Viara.  I  still  recall  with  discomfort  the  grave  concern  that 
all  of  us  here  felt  for  the  undercover  Agriculture  agents  who  conducted  the  highly 
successful  food  stamp  operation  in  Baltimore.  As  you  know,  they  dealt  on  a  day-to- 
day basis  with  some  of  the  most  dangerous  criminals  in  Baltimore,  frequently  in 
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situations  in  which  those  criminals  were  armed.  Of  course,  if  the  subject  at  any 
point  had  become  suspicious  of  the  undercover  agents,  their  lives  would  have  been 
in  great  jeopardy. 
I  hope  that  you  are  successful. 
Very  truly  yours, 

Russell  T.  Baker,  Jr., 

U.S.  Attorney. 

U.S.  Attorney, 
Eastern  District  of  New  York, 
Brooklyn,  N.  Y.,  January  3,  1979. 
Mr.  Thomas  F.  McBride, 
Inspector  General,  Department  of  Agriculture, 
Washington,  D.C. 

Dear  Mr.  McBride:  It  has  come  £o  my  attention  that  authorization  is  being 
sought  to  grant  special  agents  of  the  Department  of  Agriculture  the  full  police 
powers  of  law  enforcement  officers.  In  my  opinion,  such  powers  are  necessary  to 
conduct  effective  investigations,  and  I  am,  therefore,  fully  in  support  of  such  a 


Sre  have  worked  closely  with  special  agents  of  your  office  on  a  number  of  major 
fraud  investigations  and  have  found  them  to  be  responsible,  knowledgeable  and 
conscientious  about  their  obligations  and  duties.  In  a  number  of  situations  where 
arrest  or  search  warrants  were  required  as  a  result  of  these  investigations,  it  was 
unfortunately  necessary  to  obtain  the  services  of  another  federal  agency  with  full 
police  powers  to  execute  these  warrants.  Having  to  solicit  the  aid  of  another  agency 
in  such  situations  is  inefficient  and  time  consuming.  It  is  difficult,  for  instance,  for 
another  federal  agency  to  grasp  in  a  limited  amount  of  time  all  the  details  and 
nuances  associated  with  an  extended  investigation.  Such  knowledge  is,  of  course, 
critical  to  the  proper  execution  of  an  arrest  or  search  warrant. 

Accordingly,  it  is  my  opinion  that  in  view  of  the  nature  of  the  work  of  your 
agency,  full  law  enforcement  powers,  namely,  the  authority  to  arrest,  execute 
search  warrants,  possess  firearms,  etc.,  should  be  bestowed  upon  special  agents  of 
the  Department  of  Agriculture  as  soon  as  possible.  Of  course,  this  should  be  accom- 
panied by  a  program  designed  to  provide  training  in  the  conduct  of  these  various 
investigative  procedures  and  the  use  of  firearms. 
Very  truly  yours, 

Edward  R.  Korman, 

U.S.  Attorney. 

U.S.  Attorney, 
Northern  District  of  Illinois, 
Chicago,  III,  December  IS,  1978. 
Mr.  Thomas  F.  McBride, 
Inspector  General,  Department  of  Agriculture, 
Washington,  D.C. 

Dear  Mr.  McBride:  I  am  writing  this  letter  to  apprise  you  of  a  problem  that  has 
arisen  in  several  cases  which  I  have  been  asked  to  prosecute  and  which  were 
handled  by  agents  of  the  Department  of  Agriculture.  Because  of  lack  of  statutory 
authorization,  agents  have  no  power  of  arrest  and  also  cannot  carry  weapons.  This 
lack  of  authority  to  make  arrests  has  resulted  in  several  difficult  situations  in 
Agriculture  cases  that  have  gone  to  indictment.  In  one  instance,  we  were  delayed  in 
making  arests  after  indictment  by  several  days  because  of  manpower  shortages  in 
the  U.S.  Marshal's  Office.  Since  Agriculture  agents  have  no  arrest  powers  and  other 
agencies  such  as  the  FBI  hesitate  to  make  arrests  outside  their  jurisdiction,  the  U.S. 
Marshals  are  the  only  agency  which  will  make  arrests  in  cases  investigated  by  the 
Inspector  General's  office. 

Another  problem  seems  to  me  to  be  the  danger  posed  by  the  agents  not  having 
authority  to  carry  a  weapon.  As  you  know,  many  of  the  investigations  involving 
food  stamp  fraud  in  urban  areas  involve  interviews  of  persons  in  dangerous  neigh- 
borhoods. I  believe  it  presents  a  significant  risk  to  agents  who  in  carrying  out  their 
assignments  must  go  into  these  neighborhoods  unarmed. 

I  believe  it  is  imperative  that  some  action  be  taken  to  gain  authorization  to  carry 
weapons  and  to  make  arrests  for  your  agents  who  are  conducting  investigations  of 
serious  criminal  offenses. 

Finally,  I  wish  to  express  my  sincere  admiration  for  the  agents  who  are  working 
for  the  Inspector  General  in  the  Chicago  office.  I  have  become  personally  familiar 
with  Mark  Spaulding,  William  "Skip"  Galyean,  Joseph  Rotunno  and  Carol  Levy.  I 
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5o>j.vs  e*'.r.  of  •..*>»*  persons  to  be  a  highly  qualified  investigator  who  [ 
w;*.r.  preset  aue&tion  to  detail.  They  hare  made  significant  efforts  in  < 
ajpx;*.  •x.nrj-caj  aspects  of  the  crimes  being  investigated 
£jy?tj  much  of  their  time  over  and  above  the  call  of  doty  to  uieyaie 
indkimerjt  and  trial- 

If  these  persons  are  typical  of  the  kind  of  agents  that  the  Department  of  Agricoi- 
Uire  is  employing,  your'  department  should  be  commended  for  its  excellent  recrwit- 
ment,  I  look  forward  to  working  with  these  and  other  Agriculture  agents  in  the 
future 

Sincerely, 

Thomas  P.  Sullivan. 

US.Attormey. 
By:  ChaiijsE  Bpbch, 

Assistant  US.  AOormer. 

Department  or  Agriculture, 

Office  of  the  Secretary, 
WiwAington,  D.CL  May  I.  lfTA. 
Hon.  James  T.  McIntyee,  Jr., 
Director,  Office  of  Management  and  Budget, 
Washington,  D.C. 

Dear  Me.  McIntyee:  This  is  in  reply  to  your  request  of  March  16,  1978,  for  oar 
comments  on  S.  1437,  the  "Criminal  Code  Reform  Act  of  1978°  as  it  was  passed  by 
the  Senate. 

In  the  attachment  we  set  forth  our  comments  on  both  the  provisions  of  the 
proposed  Criminal  Code  and  the  conforming  amendments  to  statutes  administered, 
by,  or  of  interest  to,  this  Department.  Many  of  our  concerns  have  been  rated  in 
comments  on  previous  versions  of  the  Code.  We  are  setting  forth  again  those 
suggestions  which  have  not  been  adopted  but  which  we  believe  merit  further  consid- 
eration. 

We  also  raise  several  new  points.  In  particular  we  are  concerned  that  the  Code 
fails  to  assign  this  Department  the  primary  responsibility  to  investigate  offenses 
covered  by  the  Code  which  are  related  to  the  resources  and  property  of  the  National 
Forest  System.  We  also  feel  that  basic  law  enforcement  authority  (i.e.,  authority 
to  make  arrests,  carry  firearms,  and  execute  warrants  and  subpoenas)  similar  to  that 
made  available  to  employees  of  the  Department  of  the  Interior  should  be  made 
available  to  law  endorcement  employees  of  this  Department.  Specific  aments  are 
recommended  in  the  attachment. 

We  request  clearance  to  transmit  these  comments  to  the  House  Commitee  on  the 
Judiciary  which  is  now  considering  the  bill. 
Sincerly, 

Bob  Beegland,  Secretary. 

Attachment. 

Comments  of  United  States  Department  of  Agriculture  on  Criminal  Code 

Reform  Act  of  1978 

comments  on  the  code 

Section  111  defines  the  term  "public  servant"  to  include  persons  "authorized  to 
act  for  or  on  behalf  of  a  government  or  serving  a  government."  We  believe  this 
definition  is  broad  enough  to  cover  such  persons  as  state  employees  who  carry  out 
meat  and  poultry  inspections  pursuant  to  Talmadge-Aiken  cooperative  agreements 
(7  U.S.C.  450),  licensees  who  perform  inspection  and  grading  under  7  UJS.C  84  and 
1622(h),  and  private  veterinarians  who  are  under  federal  contract  to  perform  certain 
animal  health  control  functions  pursuant  to  21  U.S.C.  114a.  We  believe  these  classes 
of  persons  should  be  considered  as  "federal  public  servant"  for  various  purposes  of 
the  Code  when  they  are  acting  under  authority  and  on  behalf  of  the  federal 
government.  Since  there  is  no  definition  in  the  Code  of  the  meaning  of  the  word 
federal,"  we  believe  it  would  be  helpful  to  clarify  this  matter  in  the  legislative 
history  so  there  is  no  doubt  these  persons  are  covered. 

Section  1333  penalizes  refusing  to  testify  or  produce  information  in  an  "official 
proceeding."  We  question  whether  this  section  is  broad  enough  to  include  adminis- 
trative investigative  subpoenas  and  other  orders  requiring  the  production  of  specific 
information.  We  have  authority  to  issue  such  subpoenas  or  orders  in  certain  in- 
stances without  the  pendency  of  an  official  proceeding.  We  believe  it  is  essential  to 
retain  authority  to  compel  compliance  with  such  a  lawful  order.  Therefore,  we 
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recommend  that  section  1333(a)  be  amended  by  adding  a  new  paragraph  (3)  reading 
as  follows: 

"(3)  without  lawful  privilege,  he  fails  to  comply  with  an  order  to  answer  a 
lawful  inquiry  or  produce  a  record,  document  or  other  information." 

If  this  suggestion  is  adopted,  section  1333(g)  relating  to  jurisdiction  should  be 
amended  by  adding  before  the  period  the  following:  "or  if  the  order  is  an  order  of  a 
federal  government  agency". 

We  are  also  concerned  that  under  section  1333(aX2XA)  refusal  to  answer  a  ques- 
tion in  an  official  proceeding  is  not  an  offense  until  a  federal  judge  or  court  has 
directed  the  person  to  answer  and  advised  him  his  refusal  to  do  so  might  subject 
him  to  criminal  prosecution.  We  object  to  this  requirement  of  an  intervening  court 
order.  Such  is  not  required  now  under  the  statutes  applicable  to  this  Department 
before  a  refusal  to  testify  or  produce  information  is  a  crime.  Therefore,  we  recom- 
mend that  section  1333(aX2XA)  be  amended  to  read  as  follows: 

"(A)  refuses,  without  lawful  privilege,  to  answer  a  question;  or". 

In  the  alternative  we  would  suggest  amending  section  1333(aX2XA)  by  inserting 
the  following  after  the  word  "court,"  on  line  16,  page  72:  "or  an  administrative  law 
judge  appointed  pursuant  to  title  5,  United  States  Code,". 

Section  1343  prohibits  the  making  of  material  statements  that  are  false  in  a 
"government  matter."  Under  section  1345(bX2)  materiality  would  be  shown  by  prov- 
ing that  the  false  statement  "could  have  impaired,  affected,  impeded,  or  otherwise 
influenced  the  course,  outcome,  or  disposition  of  the  matter  in  which  it  is  made." 
The  Department  has  numerous  statutes  it  administers  which  contain  prohibitions 
on  false  reporting  which  do  not  contain  a  requirement  of  materiality. 

Furthermore,  in  the  case  of  statistical  or  other  reports  it  may  not  be  clear  that  all 
entries  are  presumptively  material  within  the  above  meaning.  And,  the  Department 
receives  required  reports  which  subsequently  serve  a  different  purpose  than  that 
initially  declared  for  their  submission,  or  the  report  may  not  specify  the  purpose  for 
which  it  may  be  used.  In  such  cases,  materiality  may  be  difficult  to  prove.  We 
believe  the  Government  must  be  able  to  rely  on  the  accuracy  of  all  required  reports, 
and  therefore,  recommend  deletion  of  the  requirement  of  materiality. 

Section  1411  prohibits  the  introduction  into  the  United  States  of  an  object,  the 
introduction  of  which  a  federal  statute  or  regulation,  rule,  or  order  prohibits  abso- 
lutely or  prohibits  conditionally  and  "all  conditions  for  its  introduction  into  the 
United  States  have  not  been  complied  with."  The  quoted  phrase  appears  to  negate 
the  possibility  of  post-entry  auarantine  requirements  in  connection  with  imports. 
This  is  not  in  accord  with  19  U.S.C.  1306  which  provides  for  such  requirements. 
Therefore,  we  suggest  that  section  1411(aXlXB)  be  changed  to  read: 

"(B)  prohibits  conditionally  and  all  conditions  for  its  introduction  into  the 
United  States  are  not  complied  with  as  required  at  the  time  of  importation  or 
thereafter". 

Section  1601  et  sea.  dealing  with  homicide  offenses  and  section  1611  dealing  with 
assault  offenses  would  cover  murder  and  assaults  of  some  employees  of  this  Depart- 
ment but  not  all  who  are  currently  covered.  Coverage  would  include  employees 
engaged  in  law  enforcement  functions  (which  would  include  investigative  activities), 
persons  designated  to  be  covered  by  these  sections  by  the  Attorney  General,  and 
other  persons  if  the  offense  occurs  during  the  commission  of  specified  offenses  such 
as  tampering  with  a  public  servant  or  retaliating  against  a  public  servant.  In  view 
of  the  importance  of  the  assault  statutes  to  this  Department  m  its  administration  of 
the  Federal  Meat  Inspection  Act,  the  Poultry  Products  Inspection  Act,  and  the  Egg 
Products  Inspection  Act,  as  well  as  the  animal  disease  control  and  other  programs, 
we  believe  the  categories  of  veterinarians  and  other  inspectors  who  carry  out 
activities  under  these  programs  should  be  specifically  included,  rather  than  having 
to  rely  on  the  Attorney  General  to  determine  their  inclusion.  Thus,  we  recommend 
that  the  phrase  "a  person  assigned  to  perform  inspection  functions,"  be  added  after 
the  word  "facility,  in  sections  1601(eX2XB)  and  1611(cX2XB).  This  would  continue 
the  coverage  provided  Departmental  inspectors  by  their  inclusion  in  18  U.S.C.  1114 
by  Public  Law  94-582. 

Section  1731  establishes  the  offense  of  theft.  Subsection  (cX17)  provides  that  there 
is  federal  jurisdiction  over  such  an  offense  if  it  is  committed  in  connection  with  a 
loan,  advance  of  credit,  or  mortgage  insured  by  the  U.S.  Department  of  Housing  and 
Urban  Development.  This  jurisdictional  base  would  seem  to  be  covered  by  subsec- 
tion (cX2)  which  provides  federal  jurisdiction  if  the  property  involved  is  subject  to  a 
security  interest  held  by  the  United  States.  Clarification  is  needed  since  the  duplica- 
tion could  raise  questions  with  regard  to  coverage  of  theft  offenses  involving  this 
Department  which  also  has  authority  to  make  and  insure  loans. 

This  new  general  theft  section  will  cover  larceny  and  conversion  of  property 
owned  by  or  pledged  or  mortgaged  to  the  Commodity  Credit  Corporation  which  is 
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US.C   714m  .  section  I5»c   of  the  Charter  Act  aim  ajmts  piufgity 

pledged  as  security  for  any  promimory  note  which  OCC 

obligated  to  purchase  apon  tender.  Code  mction  1731ic»  " 

times.  CCC  has  carried  out  its  price  support 

banks  to  purchase  price  support  loan  notes  not  repaid  by  pr 

not  using  this  method  of  operations  at  this  time,  it  is  possmfc  it  may  be 


the  future.  'See  section  ¥)l  of  H.R  6782.  9Sch  Cong.,  2d  Seas,  as  passed  by  ti 
Senate. »  Coverage  for  such  operations  by  COC  or  other  federal  agencies  conid 
afforded  by  adding  the  following  at  the  end  of  section  1731fci2>  ami  deletms;  ti 
second  "or'*  on  page  125,  line  11:  "or  is  mortgaged  or  pledged  as  security  far  i 
promissory  note,  or  other  evidence  of  indebtedness,  which  the  Unified  T 
guaranteed  or  is  obligated  to  purchase  upon  tender". 

Section  1731  by  reason  of  the  jurisdictional  bases  in  subsection  tcl2ft.  e 
of  food  stamp  coupons  and  authorization  cards  and  some  unauthorised  uses  of  1 
coupons.  We  have  several  concerns  with  this  section.  It  is  dear  that  some  of  the 
offenses  presently  covered  by  section  15  of  the  Food  Stamp  Act  of  1977  would  be 
covered  bv  Code  section  1731.  It  is  equally  dear  that  others  would  not.  For  < 
section  1731  would  not  seem  to  cover  the  presentation  for  redemption  of  food  i 
acquired  by  a  retailer  from  a  bona  fide  coupon  holder  in  exchange  for  f 
purchase  items  (Le.,  most  nonfood  products).  Also,  it  would  not  seem  to  cover  the 
receipt  by  such  retailer  of  the  coupons  in  the  situation  mentioned.  Section  15  now 
covers  those  offenses  and  as  amended  by  the  conforming  amendments  ' 
to  continue  to  cover  them  but  at  only  the  Class  A  misdemeanor  level- 
In  previous  comments  on  the  proposed  Criminal  Code  we  have  i 
approach  which  recognizes  that  the  food  stamp  violations  in  section  15  of  the  Food 
Stamp  Act  of  1977  are  so  different  in  most  cases  from  the  normal  theft  offense  that 
it  is  inappropriate  to  try  to  merge  the  two  into  the  theft  section  of  the  Code,  Under 
this  approach  a  new  Code  section  similar  to  the  Code  section  for  commodity  ex- 
change violations  (section  1763)  could  be  added  covering  these  food  stamp  violations. 
This,  however,  would  also  necessitate  amending  section  15  of  the  Food  Stamp  Act  of 
1977  to  specify  that  the  activities  prohibited  would  be  punishable  under  the  new 
Code  section.  We  continue  to  feel  this  is  probably  the  best  approach  and  would  be 
pleased  to  provide  you  with  language  to  accomplish  this  approach  if  you  desire. 
Several  technical  changes  should  be  made  in  paragraph  (25)  of  section  1731(ci  On 
page  127,  line  32,  strike  "to  purchase",  change  "(cjr  to  "(b)",  and  change  W  to 
rW\  On  line  33,  change  "1964"  to  "1977",  and  "(c)"  to  "(b)".  On  line  34,  change 
"(m)"  to  "<&)". 

We  recommend  adding  a  new  jurisdictional  base  to  cover  offenses  deleted  by  the 
conforming  amendment  we  propose  in  connection  with  section  13(o)  of  the  National 
School  Lunch  Act.  (See  discussion  of  that  section  in  additional  conforming  amend- 
ments to  title  7.)  We  suggest  the  following  be  added  on  page  128,  after  line  31: 
"(32)  the  property  consists  of  benefits,  or  any  money,  funds,  assets  or  property 
derived  from  benefits,  provided  by  the  Secretary  of  Agriculture  pursuant  to 
section  13  of  the  National  School  Lunch  Act,  as  amended  (42  U.S.C.  1761)/' 
Section  1746  provides  definitions  for  subchapter  E  relating  to  counterfeiting  and 
al  techi  " 


forgery.  Several  technical  changes  need  to  be  made  in  subsection  (j).  On  page  140, 
line  28,  delete  "to  purchase"  and  change  "(m)"  to  "(b)".  On  line  29,  change  "1964"  to 
"1977"  and  "(m)"  to  "(b)". 

Section  1851  penalizes  as  a  Class  E  felony  (2  years  imprisonment)  a  violation  of 
certain  sections  of  the  Poultry  Products  Inspection  Act,  the  Federal  Meat  Inspection 
Act,  and  the  Egg  Products  Inspection  Act  if  committed  with  intent  to  defraud. 
Section  1852  penalizes  as  a  Class  E  felony  the  violation  of  specified  sections  of  these 
inspection  acts  if  done  in  the  distribution  of  an  adulterated  article. 

The  inspection  acts  now  provide  felony  penalties  (3  years  imprisonment)  for 
violation  of  certain  sections  of  the  Acts  if  the  violation  involves  intent  to  defraud  or 
the  distribution  or  attempted  distribution  of  an  adulterated  article  (a  "known" 
adulterated  article  under  the  Egg  Products  Inspection  Act). 

It  would  appear  that  including  the  various  violations  under  the  inspection  acts  in 
the  Code  adds  or  changes  culpability  requirements.  This  is  particularly  true  in  the 
case  of  distribution  of  an  article  that  is  adulterated  under  the  Meat  and  Poultry 
Acts.  These  inspection  acts  do  not  specify  that  any  culpable  intent  is  required  for 
the  commission  of  the  offense  of  sale  or  shipment  of  certain  adulterated  food 
products,  and  the  Department  has  consistently  interpreted  them  as  requiring  no 
intent  in  order  to  protect  the  public  from  the  shipment  of  harmful  food  products. 
Under  the  Code  the  culpability  level  would  apparently  be  "reckless".  (See  S.  Rent 
95-605,  pages  864-65.)  Under  the  bill  it  is  not  entirely  clear  whether  the  inspection 
acts'  provisions  would  apply  when  such  special  culpability  is  not  shown,  although 
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that  apparently  is  the  case.  If  that  is  not  the  case  and  nonculpable  violations  would 
not  be  subject  to  misdemeanor  penalties  under  the  inspection  acts,  we  would  have 
strong  objections  to  the  Code  approach.  We  request  clarification. 

The  reference  in  sections  1851  and  1852  to  sections  10,  11,  19,  20,  24,  201,  202,  203, 
and  204  of  the  Federal  Meat  Inspection  Act  does  not  include  all  relevant  provisions 
of  the  Act,  e.g.,  sections  3,  4,  5,  6,  7,  23,  and  402  are  omitted.  Specification  of  sections 
from  this  Act  should  be  omitted  from  sections  1851  and  1852  in  order  to  reflect 
accurately  the  scope  of  section  406  of  the  Act  (21  U.S.C.  676(a))  which  penalizes 
violations  of  "any  provision  of  this  Act  for  which  no  other  criminal  penalty  is 
provided  by  this  Act '. 
As  a  technical  matter,  on  page  168,  line  28,  change  "2"  to  "1". 
Section  3001  makes  specific  designations  to  agencies  which  are  to  have  primary 
responsibility  for  investigating  the  commission  of  offenses  described  in  the  proposed 
Code.  Subsection  (aX5)  assigns  investigation  responsibilities  to  the  Department  of 
Agriculture  for  certain  sections  of  the  Code  and  for  "offenses  arising  from  the 
administration  or  enforcement  of  the  laws  relating  to  agriculture."  There  is  no 
definition  of  "agriculture"  in  either  the  Code  or  the  legislative  history.  This  Depart- 
ment administers  a  wide  variety  of  laws.  Some  of  these,  including  those  relating  to 
the  food  stamp  and  child  nutrition  programs,  may  not  be  strictly  considered  to 
relate  to  "agriculture."  We  recommend,  therefore,  that  language  be  added  to  the 
House  Judiciary  Committee  report  on  this  section  clarifying  that  programs  such  as 
food  stamps  and  child  nutrition  are  within  the  scope  of  "agriculture". 

Section  3001  also  fails  to  assign  the  Secretary  the  primary  responsibility  to 
investigate  offenses  covered  by  the  proposed  Code  which  are  related  to  the  resources 
and  property  of  the  National  Forest  System.  This  omission  is  inconsistent  with  the 
authority  given  the  National  Park  Service,  an  agency  whose  land  mangement 
activities  are  comparable  in  many  ways  to  those  of  the  Forest  Service  of  the 
Department  of  Agriculture. 

The  role  of  the  Forest  Service  of  this  Department  in  managing  and  protecting  the 
resources  and  property  of  the  National  Forest  System  is  similar  to  that  of  land 
managing  agencies  of  the  Department  of  the  Interior,  particularly  the  Bureau  of 
Land  Management.  National  Forests,  like  most  lands  administered  by  the  National 
Park  Service,  the  Bureau  of  Land  Management,  and  the  Fish  and  Wildlife  Service 
are  held  in  proprietorial  status  with  the  States  retaining  civil  and  criminal  jurisdic- 
tion. Generally,  crimes  against  persons  and  personal  property  which  occur  within 
the  National  Forest  System  are  referred  to  appropriate  county  or  State  law  enforce- 
ment agencies.  Violations  of  laws  relating  to  the  National  Forest  System  and  rules 
and  regulations  promulgated  by  the  Secretary  of  Agriculture  pursuant  to  16  U.S.C. 
551  are  investigated  and  enforced  by  designated  Forest  Service  employees  trained  in 
law  enforcement. 

The  Forest  Service  derives  its  authority  to  investigate  such  offenses  as  arson, 
theft,  and  destruction  from  16  U.S.C.  559.  Inclusion  of  investigative  authority  for  the 
Forest  Service  in  section  3001  would  provide  express  authority  for  investigating 
resource  and  property  offenses  under  the  Code.  If  the  Forest  Service  is  not  granted 
such  express  authority  under  the  new  Code,  the  agency  may  have  to  refer  such 
cases  to  the  FBI  or  other  appropriate  Federal  law  enforcement  agencies.  These 
agencies  are  generally  not  located  or  adequately  staffed  to  investigate  offenses 
against  National  Forest  resources  in  a  timely  manner. 

Therefore  we  recommend  redesignating  paragraph  (16)  of  section  3001(a)  as  para- 
graph (17)  and  adding  a  new  paragraph  (16)  reading  as  follows: 

(16)  offenses  that  relate  to  the  resources  and  property  of  the  National  Forest 
System  and  offenses  arising  from  the  administration  or  enforcement  of  the  laws 
relating  to  the  property  and  resources  of  the  National  Forest  System  are  within 
the  primary  responsiblity  of  officers  or  employees  of  the  United  States  Depart- 
ment of  Agriculture  assigned  such  responsibility  by  the  Secretary  of  Agricul- 
ture. 
Section  3002  delegates  primary  responsibility  for  detecting  and  investigating  the 
commission  of  offenses  described  outside  the  proposed  Code  to  "the  law  enforcement 
agency  specifically  assigned  such  responsibility  by  law."  The  Senate  report  (page 
946)  indicates  this  should  generally  continue  existing  law.  Only  a  few  of  the  statutes 
this  Department  administers  contain  specific  authority  for  the  Secretary  of  Agricul- 
ture to  investigate.  Nevertheless  we  investigate  offenses  under  many  other  agricul- 
ture programs.  We  believe  we  should  continue  to  do  so.  However,  this  provision  of 
the  Code  is  not  clear.  We  believe  it  could  be  clarified  by  making  clear  that  "by  law" 
does  not  necessarily  mean  "by  statute".  Thus,  if  an  agency  which  has  responsibility 
to  carry  out  a  particular  program  assigns  responsibility  for  investigating  offenses 
under  that  program  to  its  own  investigatory  agency  the  latter  agency  would  be 
within  the  meaning  of  section  3002(aXD. 
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Chapter  30,  Subchapter  B—Law  Enforcement  Authority,  assigns  basic  law  enforce- 
ment authority  to  various  Federal  agencies  and  Departments.  The  Department  of 
the  Interior  is  included,  but  the  Forest  Service  of  this  Department  has  been  omitted 
As  a  Federal  land  managing  agency,  the  Forest  Service  has  the  same  need  as  the 
Bureau  of  Land  Management,  National  Park  Service,  and  Fish  and  Wildlife  Service 
of  the  Department  of  the  Interior  to  exercise  law  enforcement  authority. 

Like  other  Federal  law  enforcement  personnel,  employees  of  the  Forest  Service 
assigned  to  law  enforcement  duties  must  on  occasion  be  armed  to  properly  cany  out 
their  assigned  duties.  The  Forest  Service  has  derived  its  authority  to  carry  weapons 
and  to  exercise  other  law  enforcement  authority  not  expressly  provided  by  stains 
from  the  general  language  of  16  U.S.C.  559.  This  authority  has  not  been  challenged; 
however,  if  the  Forest  Service  is  excluded  from  Chapter  30  of  the  proposed  Code,  its 
authority  to  designate  employees  to  carry  weapons  and  perform  related  law  enforce- 
ment duties  may  be  more  difficult  to  sustain. 

Inclusion  of  the  Forest  Service  in  Chapter  30,  Subchapter  B,  would  be  consistent 
with  the  Senate  Judiciary  Committee's  intent  to  provide  parallel  authority  to  and 
uniformity  among  Federal  law  enforcement  agents  as  to  their  basic  authority  and 
powers.  It  also  would  be  consistent  with  the  Committee's  expansion  and  clarification 
of  existing  statutory  authority  where  necessary  to  achieve  uniformity  among  agen- 
cies. For  example,  in  its  report  on  S.  1437,  the  Senate  Judiciary  Committee  noted 
that  it  had  clarified  and  expanded  the  law  enforcement  authority  for  employees  of 
the  Postal  Service,  the  Department  of  the  Treasury,  the  VS.  Probation  System,  and 
the  Fish  and  Wildlife  Service  of  the  Department  of  the  Interior.  There  are  other 
agenices  of  this  Department,  including  particularly  our  Office  of  the  Inspector 
General,  which  also  carry  out  law  enforcement  (investigatory)  functions.  We  believe 
that  the  law  enforcement  authorities  included  in  Chapter  30,  Subchapter  B,  should, 
in  the  discretion  of  the  Secretary  be  available  to  these  employees  also. 

Therefore,  we  recommend  that  the  following  new  section  3020  be  added  to  the 
Code  giving  authority  to  the  Secretary  of  Agriculture  to  delegate  to  employees  of 
this  Department  basic  law  enforcement  authority  similar  to  that  available  to  the 
Department  of  the  Interior  and  other  agencies: 

§  3020.    Department  of  Agriculture 

"Subject  to  the  direction  of  the  Secretary  of  Agriculture,  an  officer  or  employee  of 
the  Department  of  Agriculture,  charged  with  law  enforcement  responsibilities  by 
the  Secretary  of  Agriculture  may: 
"(a)  carry  a  firearm; 

"(b)  execute  an  order,  warrant,  subpoena,  or  other  process  issued  under  the 
authority  of  the  United  States  for  arrest,  search  or  seizure,  or  production  of 
evidence; 

"(c)  make  an  arrest  without  a  warrant  for  an  offense  committed  in  his 
presence,  or  for  a  felony  committed  outside  his  presence  if  he  has  reasonable 
grounds  to  believe  that  the  person  to  be  arrested  has  committed  or  is  commit- 
ting a  felony; 

'(d)  offer  and  pay  a  reward  for  services  or  information  assisting  in  the 
detection  or  investigation  of  the  commission  of  an  offense  or  in  the  apprehen- 
sion of  an  offender;  and 

"(e)  perform  any  other  law  enforcement  duty  that  the  Secretary  of  Agricul- 
ture may  designate." 

COMMENTS  ON  CONFORMING  AMENDMENTS 

Title  5 

§231.  Subsection  (aX2XB)  amends  the  section  of  the  Privacy  Act  providing  crimi- 
nal penalties  for  disclosure  of  certain  information.  It  is  possible  that  the  same 
disclosure  could  be  a  violation  of  Code  section  1525.  The  duplication  could  be 
eliminated  by  adding  to  the  Privacy  Act  provision  the  introductory  clause  "except 
as  provided  in  section  1525  of  title  18,  United  States  Code/'. 

Also,  on  page  376,  line  23,  change  "1933"  to  "1946". 

Title  7 

§241.  On  page  378,  line  24,  delete  the  second  comma. 

§247.  With  regard  to  subsection  (a)  of  this  conforming  amendment,  we  feel  that 
not  all  of  subsection  (dX3)  of  the  United  States  Cotton  Futures  Act  should  be 
repealed.  While  giving  a  false  answer  would  be  covered  by  Code  section  1343,  we 
question  whether  refusal  to  answer  questions  or  to  produce  books  and  records 
requested  under  this  Act  would  be  considered  to  be  in  an  official  proceeding  and 
therefore  covered  by  the  Code  (see  section  1333).  Therefore,  we  recommend  that  line 
39,  on  page  382,  be  amended  to  read  as  follows: 
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"(a)  by  amending  subsection  (dX3)  to  read  as  follows: 

'(3)  Withholding  Information.— Any  person  engaged  in  the  business  of  dealing 

in  cotton  who  shall,  within  a  reasonable  time  prescribed  by  the  Secretary  or 

any  agent  acting  under  his  instructions,  knowingly  fail  or  refuse  to  answer 

questions  or  to  produce  books,  letters,  papers,  or  documents,  as  required  under 

paragraph  (2)  of  this  subsection,  is  guilty  of  an  infraction.';  and". 

If  this  suggestion  is  adopted,  the  following  language  should  be  added  to  the 

revision  of  subsection  (k)  of  the  Cotton  Futures  Act  on  page  383,  line  3,  before  the 

first  period: 

"except  that  this  subsection  shall  not  apply  to  violations  subject  to  subsection 
(dX3)  of  tiiis  section". 
§249.  On  page  383,  line  15,  change  "March  3"  to  "March  4". 
§251.  On  page  383,  line  27,  change  "violated"  to  "violates". 

§  252.  (a)  On  page  383,  line  35,  add  "(d)"  after  "8,"  and  on  line  37  change  "only"  to 
"any."  This  subsection  amends  the  proviso  in  section  8(d)  of  the  United  States  Grain 
Standards  Act  (GSA)  to  provide  that  persons  employed  by  official  inspection  agen- 
cies and  persons  performing  official  inspection  functions  under  contract  with  the 
Federal  Grain  Inspection  Service  shall  be  considered  as  Federal  public  servants  for 
purposes  of  certain  Code  sections  when  performing  official  inspection  or  weighing 
functions.  Since  other  parts  of  this  conforming  amendment  delete  provisions  from 
GSA  section  13  which  are  designed  to  either  protect  or  penalize  such  persons,  we 
believe  that  additional  Code  sections  should  be  referenced  in  the  proviso.  Otherwise, 
the  application  of  these  other  sections  of  the  Code  to  these  persons  could  be  ques- 
tioned. Therefore,  we  recommend  on  page  382,  line  40  and  page  383,  line  1,  that  the 
phrase  "sections  1351  and  1352"  be  deleted  and  the  phrase  "sections  1303,  1351, 
1352,  1357,  and  1358"  be  inserted  in  lieu  thereof. 

(b)  The  amendments  to  section  9  of  the  GSA  in  subsection  (b)(1)  and  (2)  of  this 
conforming  amendment  are  somewhat  confusing.  The  amendments  delete  the  words 
"knowingly  and  carelessly"  in  connection  with  inspection  and  weighing  of  grain 
improperly  and  make  the  violation  one  of  inspection  or  weighing  of  grain  in  reckless 
disregard  of  whether  the  grain  was  inspected  or  weighed  properly.  Presumably 
"knowing''  violations  would  continue  to  be  covered.  However,  since  section  9  author- 
izes administrative  rather  than  criminal  action,  we  question  whether  provisions  of 
the  proposed  Criminal  Code,  such  as  §  303(c),  would  apply.  This  should  be  clarified 
in  the  legislative  history.  Also,  we  believe  the  Code  standard  of  "negligent"  is  closer 
to  the  current  GSA  standard  of  "carelessly"  in  section  9.  Therefore,  we  recommend 
that  on  page  384,  line  7,  the  words  "or  negligent"  be  added  after  the  word  "reck- 
less." 

(c)  Violation  of  title  18,  U.S.C.,  in  connection  with  an  activity  or  function  under 
the  GSA  is  made  a  basis  for  refusal  of  inspection  or  weighing  services  by  the 
conforming  amendment  to  section  10  of  the  GSA.  It  seems  to  us  such  a  violation 
ought  to  be  a  basis  for  imposition  of  civil  penalties  under  section  10(c)  also.  There- 
fore, we  recommend  on  page  384,  line  15,  adding  "and  (c)"  after  "(a)"  each  time  it 
appears. 

Also,  since  the  culpability  level  in  the  GSA  is  described  in  the  conforming  amend- 
ments as  "reckless,"  we  believe  a  further  change  in  sections  10  (a)  and  (c)  should  be 
made.  Those  sections  authorize  administrative  sanctions  against  certain  persons 
who  have  "knowingly  committed  any  violation  of  section  13  of  this  Act."  Since  the 
culpability  levels  for  the  section  13  offenses  are  set  forth  in  that  section,  we  see  no 
need  for  designation  of  any  culpability  level  in  section  10.  Therefore,  we  recommend 
deleting  "knowingly"  in  both  subsections  (a)  and  (c)  of  section  10  of  the  GSA. 

(d)  We  recommend  the  following  technical  changes  on  pages  384  and  385  with 
respect  to  the  amendment  in  section  (dX4): 

(1)  On  page  384,  lines  30,  35,  and  39  delete  "inspection."  The  GSA  defines  "official 
certificate"  and  "official  mark."  Adding  the  word  "inspection"  would  be  confusing. 

(2)  On  page  384,  lines  32  and  33,  and  on  page  385,  lines  1  and  2,  substitute 
"Administrator"  for  "Secretary."  In  most  other  provisions  of  the  Act  "Administra- 
tor" is  used. 

With  regard  to  subsection  (dX5),  deceptive  loading  of  grain  was  a  serious  problem 
in  the  grain  industry  until  the  GSA  was  amended  to  specifically  cover  the  matter. 
Also,  the  GSA  specifically  includes  a  definition  of  "deceptive  loading,  handling, 
weighing,  or  sampling."  While  some  of  the  violations  in  section  13(aX3)  of  the  GSA 
may  be  covered  by  the  proposed  Code,  all  may  not.  Those  covered  may  be  with 
different  or  greater  culpability  requirements.  Therefore,  we  recommend  GSA  section 
13(aX3)  not  be  repealed  (except  for  the  references  to  attempts). 

The  proposed  amendment  in  subsection  (dX6)  to  GSA  section  13(aX5)  would  read 
more  logically  if  the  word  "not"  were  inserted  before  the  word  "officially"  wherever 
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it  appears  in  subsection  fa*5)  and  before  the  word  "been,'1 
"whether"  for  "the  fact  that"  on  page  385,  line  5. 

The  conforming  amendments  to  section  13  of  the  GSA  delete 
based  on  their  coverage  by  the  proposed  Code.  In  order  to  retain  violation  of  die 
deleted  provisions  as  a  basis  for  administrative  sanctions  under  sections  9  sad  10  of 
the  GSA,  the  conforming  amendments  would  allow  an  administrative  ; 
not  only  on  a  violation  of  the  GSA  but  also  on  a  violation  of  title  18  in  < 
with  an  activity  or  function  under  the  GSA.  We  agree  with  this  retention.  ] 
it  is  unclear  what  the  administrative  burden  of  proof  would  be  with  respect  to 
"violations  ...  of  title  18."  We  believe  very  strongly  that  it  should  be  i 
that  in  an  administrative  proceeding  based  on  a  title  18  "violation,"  we  should  be 
able  to  establish  a  violation  based  on  "substantial  record  evidence"  (as  required  by 
the  Administrative  Procedure  Act)  rather  than  evidence  "beyond  a  rraarishif 
doubt"  (which  is  normally  associated  with  title  18).  Therefore,  we  recommend  a  i 
Code  provision  for  at  least  a  statement  in  the  legislative  history)  making  it  i  ' 
that  in  administrative  proceedings  based  on  violations  of  title  18,  evidentiary  rules, 
burdens  of  proof,  etc.  will  be  those  normally  used  in  administrative  proceedings  and 
not  those  set  forth  in  title  18. 

<e)  The  revision  of  section  14(a)  of  the  GSA  excerpts  from  the  penalties  of  that 
section  offenses  prohibited  by  subsection  (aX3)  of  section  13  (this  offense  being 
subject  to  title  18).  The  conforming  amendments  propose  to  repeal  section  13(aX3X 
While  we  recommend  above  that  USA  section  13(aX3)  not  be  repealed  and  a  viola- 
tion of  that  provision  continue  to  be  a  violation  of  the  GSA,  in  either  event  the 
parenthetical  phrase  on  lines  19-21  of  page  385  should  be  deleted. 

The  amendment  to  section  14(c)  of  the  GSA  provides  that  employees  of  this 
Department  performing  weighing  functions  under  the  GSA  shall  be  considered  as 
Federal  public  servants  for  purposes  of  subchapters  A,  B  and  C  of  chapter  16  of  title 
18.  We  do  not  object  to  the  reference  to  subchapter  C.  To  be  consistent,  however,  the 
same  should  be  added  to  a  similar  conforming  amendment  in  subsection  (a)  on  page 
384,  line  2. 

(0  Section  6(b)  of  the  GSA  contains  the  word  "knowingly".  To  be  consistent  with 
other  chances  made  by  the  conforming  amendments,  this  section  should  be  con- 
formed to  the  Code  terminology.  Therefore,  we  suggest  the  following  amendment  be 
added  as  a  new  subsecton  (a)  to  section  252  and  the  current  subsections  be  redesig- 
nated accordingly: 

"(a)  Section  6(b)  is  amended— 

"(1)  by  deleting  the  word  'knowingly';  and 

"(2)  by  deleting  the  word  'which'  and  inserting  in  lieu  thereof  the  phrase 
'in  reckless  disregard  of  whether  such  designation  or  description'." 

§255.  See  comment  with  regard  to  deletion  of  "alters"  under  section  256.  We 
would  not  object  to  deleting  "alters". 

§256.  This  section  purports  to  completely  rewrite  section  10  of  the  Plant  Quaran- 
tine Act  which  is  codified  in  three  sections  of  the  U.S.  Code  (7  U.S.C.  163,  164  and 
164a).  Section  256  basically  contains  the  provisions  of  7  U.S.C.  163  and  164  which 
are  section  10  of  the  Act  of  August  20,  1912  (37  Stat.  318).  The  provisions  of  7  U.S.C. 
164a  were  added  to  section  10  bv  the  Act  of  May  1,  1928  (45  Stat.  468).  In  order  not 
to  repeal  the  provisions  of  7  U.S.C.  164a  the  phrase  "The  first  paragraph  of*  should 
be  added  immediately  after  "Sec.  256."  on  page  386,  line  30,  and  the  code  citation 
should  be  changed  to  read  "(7  U.S.C.  163,  164)". 

This  conforming  amendment  deletes  the  word  "alters"  from  section  10  of  the 
Plant  Quarantine  Act,  presumably  on  the  ground  that  it  would  be  covered  by  the 
word  "forges".  The  various  conforming  amendments  are  not  always  consistent 
Thus,  in  section  255,  the  word  "alters"  is  not  deleted.  In  order  to  avoid  statutory 
construction  problems  with  regard  to  similar  statutes,  this  term  should  consistently 
be  either  retained  or  deleted.  Also,  it  would  be  helpful  if  the  legislative  history 
indicated  that  the  reason  for  deletion,  if  that  course  is  chosen,  is  that  the  term  is 
covered  by  another  term  which  is  retained,  such  as  "forged". 

1 258.  On  page  387,  line  13,  add  "(3)"  after  "Section  205". 

§263.  Subsection  (c)  amends  section  14(b)  of  the  Perishable  Agricultural  Commod- 
ities Act  (PACA)  to  drop  the  offense  of  falsely  "making"  or  "altering"  a  certificate  of 
inspection.  This  is  consistent  with  the  deletion  of  these  terms  in  the  U.S.  Grain 
Standards  Act.  However,  the  word  "altered"  on  page  390,  line  12,  should  also  be 
deleted.  Also,  on  line  13,  the  word  "quilty"  should  be   guilty". 

£265.  With  regard  to  whether  the  word  "makes"  should  be  left  in  a  statute  or 
deleted,  the  conforming  amendments  are  not  consistent.  While  "makes"  is  dropped 
in  the  conforming  amendment  to  the  PACA  in  section  263,  it  is  not  dropped  in  this 
conforming  amendment  to  the  Tobacco  Inspection  Act.  Again,  we  believe  consisten- 
cy is  necessary.  (See  comment  re  section  256.)  We  would  have  no  objection  to 
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deleting  the  references  to  both  "making"  and  "altering1'  in  the  Tobacco  Inspection 
Act. 

§269.  Subsection  (a)  amends  section  8c(14)  of  the  Agricultural  Adjustment  Act.  In 
order  to  make  it  clear  that  only  one  affirmative  defense  is  intended,  we  suggest 
changing  the  second  sentence  of  amended  paragraph  (14)  to  read  as  follows:  ™f  a 
petition  pursuant  to  subsecton  (15)  of  this  section  was  filed  and  prosecuted  by  the 
defendant  is  good  faith  and  not  for  delay,  the  defendant  shall  have  an  affirmative 
defense  .  .  .  (etc)." 

§272.  The  basic  offense  of  amended  section  373(a)  of  the  Agricultural  Adjustment 
Act  is  the  failure  to  make  a  report  or  keep  a  record  as  required  by  the  subsection. 
Violation  is  an  infraction  except  that  a  knowing  violation  is  made  a  Class  B 
misdemeanor.  The  offense  is  to  be  deemed  to  have  been  committed  knowingly  if  the 
person  fails  to  remedy  a  violation  by  keeping  a  complete  and  accurate  record  within 
a  certain  time  after  notice.  Since  failure  to  make  a  report  is  also  a  violation,  we 
recommend  that  line  4  on  page  393  be  amended  by  adding  before  "keeping"  the 
following:  "making  a  complete  and  accurate  report  or".  This  would  make  the 
knowing  violations  consistent  with  the  basic  violations. 

§275.  Subsection  (a)  amends  section  406(a)  of  the  Federal  Seed  Act  to  penalize  a 
person  who  "engages  in  conduct  which  recklessly  violates  a  provision  of  this  Act." 
As  we  have  pointed  out  previously,  under  the  proposed  Code  "reckless"  is  not  a 
state  of  mind  with  respect  to  conduct.  Therefore,  it  seems  inappropriate  to  use  the 
words  "engages  in  conduct  which"  on  page  394,  line  7.  Since  under  section  303(c)  of 
the  Code  proof  of  a  higher  state  of  mind  will  satisfy  the  requirement  of  a  lower  state 
of  mind,  it  is  our  feeling  that  penalizing  a  person  who  "recklessly  violates"  the  Act 
is  better  wording  than  what  is  in  this  conforming  amendment. 

§276.  Since  both  falsely  "making"  and  "altering"  certificates,  marks,  etc.  are 
deleted  in  the  first  part  of  this  amendment,  we  recommend  on  page  394,  line  22, 
deleting  "falsely  made,  altered,  forged,"  and  substituting  "forged". 

§279.  The  Food  Stamp  Act  of  1964  was  completely  revised  by  the  Food  and 
Agriculture  Act  of  1977.  All  of  the  criminal  penalty  provisions  were  included  in 
section  15  of  the  new  Act  (the  Food  Stamp  Act  of  1977).  Thus,  subsections  (a)  and  (b) 
of  this  conforming  amendment  are  no  longer  applicable.  Subsection  (c)  should  refer 
to  section  15  of  the  Food  Stamp  Act  of  1977.  In  our  discussion  of  Code  section  1731 
we  recommend  a  new  Code  section  covering  the  food  stamp  violations.  In  the  event 
this  suggestion  is  not  adopted,  the  conforming  amendment  should  be  amended  to 
read  as  follows: 

Sec.  279.  Section  15  of  the  Food  Stamp  Act  of  1977  (7  U.S.C.  2024)  is  amended  as 
follows: 

(a)  by  amending  subsection  (b)  to  read  as  follows: 

"(b)  Whoever  knowingly  uses,  transfers,  acquires,  or  possesses  coupons  or 
authorization  cards  in  a  manner  not  authorized  by  this  Act  or  the  regulations 
issued  pursuant  to  this  Act  is  guilty  of  a  Class  A  misdemeanor."; 

(b)  by  repealing  subsections  (c),  (d)  and  (f);  and 

(c)  by  designating  subsection  (e)  as  subsection  (c)  and  amending  it  to  read  as 
follows: 

"(c)  Any  person  who  fails  to  provide  the  report  required  under  section  7(d)  of 
this  Act  or  who  violates  the  regulations  issued  under  section  7(d)  and  (e)  of  this 
Act  is  guilty  of  a  Class  A  misdemeanor." 

Current  subsection  (f)  penalizes  providing  false  information  in  a  report  required 
under  section  7(d)  of  the  Act.  Penalties  are  $10,000  fine  or  five  years  imprisonment. 
We  believe  this  offense  would  be  covered  by  Code  section  1343  relating  to  false 
statements.  The  maximum  imprisonment  authorized  under  Code  section  1343  would 
be  lower  (2  years)  but  the  fines  could  be  higher.  Therefore,  we  would  not  object  to 
repeal  of  section  15(f)  of  the  Food  Stamp  Act  of  1977. 

§  281.  To  be  consistent  with  conforming  amendments  relating  to  other  research 
and  promotion  acts,  we  recommend  adding  the  following  before  the  first  "and"  on 
line  23,  page  396:  "by  adding  the  word  'civil'  before  the  word  'penalty'  ". 

§  282.  With  regard  to  the  amendment  to  section  26(e)  of  the  Animal  Welfare  Act, 
we  would  not  object  to  dropping  the  phrase  "for  each  such  violation,"  as  is  proposed, 
if  in  the  explanation  of  the  amendment  in  the  legislative  history  it  is  made  clear 
that  the  language  is  superfluous. 

§  286.  On  page  398,  line  3,  add  "to"  before  "both". 

§  288.  In  order  to  make  subsection  (b)  comparable  to  section  286(b)  we  recommend 
adding  at  the  end  of  line  24  before  the  period  (page  398)  the  following:  "and  by 
adding  the  word  'civil'  before  the  word  'penalty'  ". 

Additional  conforming  amendments  to  Title  7 
The  following  conforming  amendments  should  be  added  to  those  relating  to  title 
7.  Most  of  these  were  mentioned  in  previous  comments  but  were  not  included. 
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§  — .  Section  104(d)  of  the  Agricultural  Act  of  1949,  as  added  by  the  Agriculture 
and  Consumer  Protection  Act  of  1973  (7  U.S.C.  1444a(d))  is  amended  by  changing  the 
word  "offense"  to  "violation"  in  the  second  sentence  of  the  second  paragraph  there- 
of. 

This  conforms  this  section  to  the  civil  penalty  terminology. 

§  — .  Section  812  of  the  Agricultural  Act  of  1970,  as  added  bv  the  Agriculture  and 
Consumer  Protection  Act  of  1973  and  amended  (7  U.S.C.  6l2c-3)  is  amended  by 
changing  the  fifth  sentence  thereof  to  read  as  follows: 

"Any  person  who  knowingly  fails  to  report  export  sales  pursuant  to  the  require- 
ments of  this  section  shall  be  guilty  of  a  Class  A  misdemeanor,  except  that  the 
maximum  fine  for  an  individual  shall  be  $25,000  or  the  maximum  fine  available 
under  section  2201(c)  of  title  18,  United  States  Code,  whichever  is  higher." 

We  prefer  to  retain  the  higher  fine. 

§  — .  The  last  sentence  of  section  1105(d)  of  the  Food  and  Agriculture  Act  of  1977 
(7  U.S.C.  2267(d))  is  amended  to  read  as  follows: 

"In  addition,  such  person  is  guilty  of  a  Class  A  misdemeanor.". 

} — .  The  Wheat  and  Wheat  Foods  Research  and  Nutrition  Education  Act  (7 
>.C.  3401  et  seq.)  is  amended  as  follows: 

(a)  Section  1705(c)  (7  U.S.C.  3404(c))  is  amended  by  deleting  "shall,  upon  convic- 
tion, be  subject  to  a  fine  of  not  more  than  $1,000  or  to  imprisonment  for  not  more 
than  one  year,  or  both"  and  inserting  in  lieu  thereof  the  words  "is  guilty  of  a  Class 
B  misdemeanor". 

(b)  Section  1711(b)  (7  U.S.C.  3410(b))  is  amended: 

(1)  by  deleting  "willfully"  wherever  it  appears  and  inserting  in  lieu  thereof 
"knowlingly"; 

(2)  by  adding  before  the  word  "penalty"  the  word  "civil";  and 

(3)  by  deleting  the  word  "offense"  and  inserting  in  lieu  thereof  "violation". 
This  was  contained  in  title  XVII  of  the  Food  and  Agriculture  Act  of  1977. 

§— .  Section  32(f)  of  the  Act  of  July  22,  1937,  as  amended  (17  U.S.C.  1011(f))  is 
amended  by  deleting  the  second  and  third  sentences  and  inserting  in  lieu  thereof 
the  following: 
"A  violation  of  such  rules  and  regulations  shall  be  a  Class  B  misdemeanor." 
The  conforming  amendments  in  previous  versions  of  the  proposed  Criminal  Code 
have  amended  section  32(0  of  the  Act  of  July  22,  1937  (7  U.S.C.  1011(0).  (See  Sec.  268 
of  S.  1,  94th  Cong.,  1st  Sess.).  We  believe  this  conforming  amendment  should  be 
included.  Possibly  this  was  dropped  on  the  assumption  that  it  was  repealed  by 
section  706(a)  of  the  Federal  Land  Policy  and  Management  Act  (P.L.  94-579).  How- 
ever, that  section  repealed  only  the  rights-of-way  authorities  of  sections  31  and  32  of 
the  Act  of  July  22,  1937.  The  remainder  of  sections  31  and  32  including  the  criminal 
provisions  remain  intact.  (See  section  706(b)  of  P.L.  94-579.) 

Title  15 

§  393.  Subsection  (cX2)  amends  the  second  paragraph  of  section  10  of  the  Federal 
Trade  Commission  Act,  among  other  things,  to  delete  the  references  to  "persons  and 
partnerships."  These  references  were  added  in  1975  to  complement  the  word  "corpo- 
ration". We  see  no  reason  why  these  references  should  be  deleted  and  therefore 
recommend  inserting  "person,  partnership,  or"  before  the  word  "corporation"  wher- 
ever the  latter  appears  in  the  second  paragraph  of  section  10. 

Also,  this  amendment  would  amend  the  second  paragraph  in  section  10  and  add 
the  introductory  clause  "Except  as  provided  in  sections  1333,  1343,  and  1344  of  title 
18,  United  States  Code."  Unless  an  exception  is  also  made  with  reference  to  section 
1325  of  the  proposed  Code  (tampering  with  physical  evidence),  a  case  could  arise 
where  the  same  facts  would  be  a  Class  E  felony  under  section  1325  and  a  Class  A 
misdemeanor  under  the  second  paragraph  of  section  10.  Therefore,  we  recommend 
inserting  "1325,"  before  "1333"  on  page  434,  line  12. 

There  would  seem  to  be  overlap  between  the  last  paragraph  of  section  10  of  the 
Federal  Trade  Commission  Act  and  Code  section  1525.  Accordingly,  we  recommend 
adding  "Except  as  provided  in  section  1525  of  title  18,  United  States  Code,"  at  the 
beginning  of  trie  last  paragraph  of  section  10. 

Various  statutes  administered  by  this  Department  incorporate  by  reference  sec- 
tion 10  of  the  Federal  Trade  Commission  Act.  (See  7  U.S.C.  222  and  2146  and  21 
U.S.C.  467d,  677  and  1051).  "The  Federal  courts  have  established  the  rule  that, 
absent  proof  of  a  contrary  intent  on  the  part  of  the  legislature,  the  adoption  of  a 
statute  by  reference  is  an  adoption  of  the  law  as  it  existed  at  the  time  the  adopting 
statute  was  passed,  and  therefore  is  not  affected  by  any  subsequent  amendment  or 
modification  of  the  statute  adopted."  (See  annotation,  2  L.  ed.  2d  2048.)  We  suggest 
that  it  be  made  clear  that  the  intention  of  Congress  is  to  incorporate  the  amended 
version  of  section  10  in  the  statutes  where  it  is  incorporated  by  reference. 

§  439.  On  page  454,  line  6,  capitalize  "a". 
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We  are  concerned  with  the  deletion  of  the  penalties  for  refusing  to  submit 
documentary  evidence  for  inspection  and  copying.  The  ability  to  obtain  documen- 
tary evidence  during  investigations  under  the  Horse  Protection  Act  is  vitally  impor- 
tant. As  we  point  out  in  our  comments  on  Code  section  1333,  it  is  far  from  clear  that 
section  1333  would  cover  failure  to  comply  with  administrative  investigative  subpoe- 
nas and  other  orders  and  requests  for  the  production  of  specific  information.  There- 
fore, we  recommend  that  the  following  be  added  on  page  454,  line  10,  before  the 
word  "is":  "or  who  knowingly  refuses  to  submit  any  such  documentary  evidence  to 
the  Secretary  for  inspection  and  copying". 

Title  16 

§  462.  This  conforming  amendment  should  be  deleted.  It  covers  the  same  provision 
as  that  in  section  502. 

§  526.  We  object  to  the  amendment  in  subsection  (c)  of  this  conforming  amend- 
ment changing  "maliciously"  in  section  8(aX3)  of  the  Wild  Horses  and  Burros 
Protection  Act  to  "knowingly  commits  an  act  which  recklessly"  causes  the  death  of 
a  horse  or  burro.  Using  the  word  "recklessly"  in  this  context  seems  to  add  an 
element  that  doesn't  belong  and  only  causes  confusion,  particularly  since  the  word 
"knowingly"  is  also  used.  It  appears  that  two  different  states  of  mind  are  being  set 
forth.  In  our  opinion,  "recklessly"  is  not  the  equivalent  of  "maliciously",  and  we 
therefore  recommend  using  just  "knowingly"  or  possibly  "intentionally". 

Additional  conforming  amendments  to  Title  16 
§  — .  The  second  full  paragraph  on  page  35  of  the  Act  of  June  4,  1897  (30  Stat.  11, 
35),  as  amended  (16  U.S.C.  551),  is  amended: 

(a)  by  deleting  "shall  be  punished  by  a  fine  of  not  more  than  $500  or  impris- 
onment for  not  more  than  six  months,  or  both"  and  inserting  in  lieu  thereof  "is 
a  Class  B  misdemeanor";  and 

(b)  by  deleting  the  last  sentence. 

This  conforming  amendment  was  contained  in  earlier  versions  of  the  Criminal 
Code  Reform  Act  (see  section  503  of  S.  1,  94th  Cong.,  1st  Sess.).  We  believe  that  it 
should  be  retained.  It  may  have  been  dropped  because  P.L  94-579  repealed  its 
applicability  to  the  issuance  of  rights-of-way  through  the  public  lands  and  lands  in 
the  National  Forest  System.  The  basic  provisions  of  the  section,  however,  remain 
otherwise  viable. 

Title  21 

§  583.  This  amendment  deletes  the  current  culpability  standard  of  "knowingly" 
from  section  6  of  the  Act  of  August  30,  1890.  We  do  not  object  since  the  Senate 
indicates  "knowing"  violations  would  be  subject  to  Code  section  1411. 

§  584.  On  line  17,  page  493,  delete  the  period  before  the  quotation  marks. 

§  587.  We  recommend  deleting  the  introductory  clause  to  revised  subsection  6(a) 
on  line  33,  page  493.  This  language  is  not  used  in  the  case  of  other  penalty 
provisions  of  the  animal  quarantine  laws.  We  believe  these  should  be  consistent. 

§  588.  On  page  493,  line  40,  change  "animals"  to  "an  animal." 

§  590.  On  page  494,  line  17,  change  "Seventh"  to  "seventh".  This  amendment 
would  make  a  violation  of  the  Virus-Serum-Toxin  Act  (other  than  the  import 
provisions)  a  Class  A  misdemeanor.  Violation  of  the  import  provisions  presumably 
would  be  covered  by  Code  section  1411  relating  to  smuggling.  We  believe  that  it 
would  be  more  consistent  to  treat  this  section  the  same  as  other  animal  and  plant 
quarantine  laws  and  make  all  violations  Class  A  misdemeanors.  In  these  other 
areas  violations  of  the  import  provisions  are  not  excepted  and  made  subject  to  Code 
section  1411.  Also,  the  Virus-Serum-Toxin  Act  does  not  specify  that  any  intent  is 
required  for  the  commission  of  the  crime  and  we  have  so  interpreted  it  because 
violations  of  the  Act  may  threaten  a  significant  part  of  the  food  supply  of  this 
nation.  Code  section  1411  would  require  at  least  a  'knowing"  intent.  Therefore,  we 
recommend  deleting  the  parenthetical  phrase  on  page  494,  lines  25-27. 

§  593.  (a)  On  page  495,  line  23,  add  before  "wher-"  the  following  "and  'aforesaid 
sections  of  this  Act'  ".  This  is  the  phrase  that  appears  in  subsection  (cX3)  rather 
than  what  is  quoted  on  line  23. 

(b)  We  are  still  concerned  with  the  interrelationship  of  Code  sections  1851  and 
1852  and  revised  section  12  of  the  Poultry  Products  Inspection  Act  (PPIA).  It  is 
particularly  important  that  nonculpable  violations  involving  distribution  of  adulter- 
ated articles  remain  at  least  misdemeanors  under  the  PPIA.  This  is  also  true  with 
regard  to  the  Federal  Meat  Inspection  Act.  We  again  urge  that  is  be  made  clear  in 
the  legislative  history  that  a  violation  of  the  PPIA  committed  without  the  culpabil- 
ity required  for  an  offense  under  Code  sections  1851  or  1852  will  be  penalized  by 
section  12(a)  of  the  PPIA.  No  such  language  is  contained  in  the  Senate  report. 

(c)  On  page  495,  line  36,  change  "chapter"  to  "Act". 
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(d)  On  page  496,  line  21,  add  a  closing  parenthesis  before  the  comma. 

The  conforming  amendments  add  references  to  Code  sections  1851  and  1852  in 
various  sections  of  the  PPIA.  Such  references,  however,  are  not  made  in  section  22 
of  the  PPIA.  That  section  incorporates  and  makes  applicable  to  the  powers  of  this 
Department  certain  provisions  of  the  Federal  Trade  Commission  Act.  In  order  to 
make  it  clear  that  we  may  continue  to  exercise  the  incorporated  authorities  of  the 
Federal  Trade  Commission  Act  in  the  case  of  investigations,  etc.,  involving  Code 
sections  1851  and  1952,  we  recommend  further  amending  section  22  by  adding  after 
the  words  "this  Act"  the  first  four  times  they  appear  the  phrase  "and  sections 
1851(aXD  and  1952(aXD  of  title  18,  United  States  Code".  This  comment  is  also 
applicable  to  the  Federal  Meat  Inspection  Act  and  the  Eteg  Products  Inspection  Act 

§  594.  See  our  comment  regarding  section  22  of  the  PPIA.  We  recommend  that 
section  407  of  the  FMIA  be  further  amended  by  adding  after  the  words  "this  Act" 
the  first  four  times  they  appear  the  phrase  "and  sections  1851(aX2)  and  1852(aX2)  of 
title  18,  United  States  Code*. 

§  598.  This  amendment  to  section  12(a)  of  the  Egg  Products  Inspection  Act  (EPIA) 
should  be  comparable  to  the  amendment  to  section  12(a)  of  the  PPIA.  Since  there 
are  Code  provisions  other  than  sections  1343,  1851,  and  1852  which  could  duplicate 
violations  of  the  EPIA,  we  recommend  that  line  17  on  page  505  be  revised  to  read  as 
follows:  "(a)  Except  as  provided  in  title  18,". 

Also,  on  page  505,  line  28,  change  "each"  to  "the  first  and  second",  and  on  page 
506,  line  6,  insert,  ",  second"  after  the  word  "first". 

See  our  comment  regarding  section  22  of  the  PPIA.  We  recommend  that  section 
22  of  the  EPIA  be  further  amended  by  adding  after  the  words  "this  Act"  the  first 
four  times  they  appear  the  phrase  "and  sections  1851(aX3)  of  title  18,  and  1852(aX3), 
United  States  Code". 

Additional  conforming  amendments  to  Title  42 

§— .  Section  13(o)  of  the  National  School  Lunch  Act,  as  amended  (42  U.S.C. 
1761(o))  is  amended  to  read  as  follows: 

"(o)  Whoever,  in  connection  with  the  program,  knowingly  makes  an  opportunity 
for  any  person  to  defraud  the  United  States,  is  guilty  of  a  Class  A  misdemeanor. 

New  criminal  provisions  were  added  to  section  13  of  the  National  School  Lunch 
Act  by  P.  L.  95-166  in  November  1977.  Section  13(oXD  penalizes  the  makingof  false 
statements  in  connection  with  operating  a  Summer  Food  Service  Program.  The  first 
three  parts  of  paragraph  (1)  would  be  covered  by  section  1343  of  the  proposed  Code 
which  penalizes  the  making  of  false  statements  in  a  government  matter.  The  fourth 
part  of  that  paragraph  is  more  troublesome.  The  last  provision  of  that  part,  i.e., 
doing  or  omitting  any  act  with  intent  to  enable  a  person  to  defraud  the  United 
States,  seems  to  be  covered  in  section  1003  governing  criminal  solicitation.  However, 
there  seems  to  be  no  comparable  section  in  the  Code  to  take  care  of  the  provision 
that  penalizes  one  who  "knowingly  makes  an  opportunity  for  any  person  to  defraud 
the  United  States".  Therefore,  we  recommend  the  above  conforming  amendment 
retaining  this  provision. 

Section  13(oX2)  penalizes  those  persons  in  organizations  who  receive  benefits 
under  the  program  through  a  host  of  wrongful  acts,  such  as  embezzlement,  theft, 
fraud  and  forgery.  We  believe  that  proposed  Code  section  1731  relating  to  theft 
would  cover  these  offenses  if  a  new  jurisdictional  base  is  added.  We  suggest  such  a 
base  in  our  comments  on  section  1731.  Therefore,  our  conforming  amendment 
deletes  the  provisions  of  section  13(oX2). 

Section  13(oX3)  penalizes  conspiracy  to  accomplish  the  acts  made  unlawful  in  the 
two  paragraphs  discussed  above.  This  section  can  be  deleted  because  the  offense  is 
covered  by  section  1002  of  the  Code  governing  conspiracy. 

Title  50 
§  1160.  On  page  680,  line  36,  delete  "and  any  person". 

[S.  1722.  96th  Congress.  1st  Session] 

A  BILL  to  codify,  revise,  and  reform  title  18  of  the  United  States  Code;  and  for  other 

purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  this  Act  may  be  cited  as  the  "Criminal  Code 
Reform  Act  of  1979". 

TITLE  I— CODIFICATION,  REVISION,  AND  REFORM  OF  TITLE  18 

Sec.  101.  Title  18  of  the  United  States  Code,  which  may  be  cited  as  "18  U.S.C.  — " 
or  as  "Federal  Criminal  Code  — ",  is  amended  to  read  as  follows: 
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"TITLE  18-CRIMINAL  CODE 

"TABLE  OF  CONTENTS 

"PART  I-GENERAL  PROVISIONS  AND  PRINCIPLES 

"CHAPTER  1— GENERAL  PROVISIONS 

"Subchapter  A— Matters  Relating  to  Purpose  and  Application 

"Sec. 

"lOl!  General  Purpose. 

"102.  General  Principle  of  Criminal  Liability. 

"(e)  perform  any  other  law  enforcement  duty  that  the  Board  of  Governors  may 
designate. 

"§3023.  Department  of  Agriculture 

"Subject  to  the  direction  of  the  Secretary  of  Agriculture,  an  officer  or  employee  of 
the  Department  of  Agriculture  who  is  charged  with  law  enforcement  responsibilities 
may— 

"(a)  carry  a  firearm; 

"(b)  execute  an  order,  warrant,  subpoena,  or  other  process  issued  under  the 
authority  of  the  United  States  for  arrest,  search  or  seizure,  or  production  of 
evidence; 

"(c)  make  an  arrest  without  a  warrant  for  an  offense  committed  in  his 
presence,  or  for  a  felony  committed  outside  his  presence  if  he  has  reasonable 
grounds  to  believe  that  the  person  to  be  arrested  has  committed  or  is  commit- 
ting a  felony; 

(d)  offer  and  pay  a  reward  for  services  or  information  assisting  in  the 
detection  or  investigation  of  the  commission  of  an  offense  or  in  the  apprehen- 
sion of  an  offender;  and 

"(e)  perform  any  other  law  enforcement  duty  that  the  Secretary  of  Agricul- 
ture may  designate. 

"§3024.  Postal  Service 

"Subject  to  the  direction  of  the  Board  of  Governors  of  the  United  States  Postal 
Service,  an  officer  or  employee  of  the  Postal  Service  who  is  performing  a  duty 
related  to  the  inspection  of  a  postal  matter,  related  to  the  enforcement  of  a  law 
regarding  property  of  the  Postal  Service  or  property  in  the  care,  custody,  or  control 
of  the  Postal  Service,  related  to  the  use  of  the  mails,  or  related  to  an  offense  arising 
from  the  administration  or  enforcement  of  the  laws  relating  to  the  mails,  may — 
"(a)  carry  a  firearm; 

"(b)  execute  an  order,  warrant,  subpoena,  or  other  process  issued  under  the 
authority  of  the  United  States  for  arrest,  search  or  seizure,  or  production  of 
evidence; 

"(c)  make  an  arrest  without  a  warrant  for  an  offense  committed  in  his 
presence,  or  for  a  felony  committed  outside  his  presence,  if  he  has  reasonable 
grounds  to  believe  that  the  person  to  be  arrested  has  committed  or  is  commit- 
ting a  felony; 

(d)  offer  and  pay  a  reward  for  services  or  information  assisting  in  the 
detection  or  investigation  of  the  commission  of  an  offense  or  in  the  apprehen- 
sion of  an  offender;  and 

"(e)  perform  any  other  law  enforcement  duty  that  the  Board  of  Governors 
may  designate. 

§3025.  United  States  Probation  System 
"An  officer  of  the  United  States  Probation  System  may — 

SECTION   3023.   DEPARTMENT  OF  AGRICULTURE 

Section  3023  authorizes  an  officer  or  employee  of  the  Department  of  Agriculture 
who  is  charged  with  law  enforcement  responsibilities,  subject  to  the  direction  of  the 
Secretary  of  Agriculture,  to  carry  a  firearm,  execute  a  warrant  or  other  Federal 
process,  make  arrests  without  a  warrant,  offer  and  pay  rewards,  and  perform  other 
law  enforcement  duties  designated  by  the  Secretary  of  Agriculture. 

Current  law  does  not  confer  general  criminal  law  enforcement  authority  on 
investigative  personnel  of  the  Department  of  Agriculture.  Authority  to  make  arrests 
for  offenses  committed  within  the  National  Forest  System  is  conferred  on  the  Forest 
Service  by  16  U.S.C.  559. 
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This  gap  in  law  enforcement  powers  is  largely  attributable  to  the  fact  that,  until 
recent  years,  the  investigative  and  enforcement  activity  in  the  Department  of  Agri- 
culture was  primarily  of  a  compliance  nature  centering  on  violations  in  the  various 
price  support  and  land  conservation  programs.  The  steady  increase  in  food,  nutri- 
tion, and  rural  development  programs  has  resulted  in  expanded  criminal  law  en- 
forcement activities  requiring  the  same  authority  available  to  other  criminal  inves- 
tigative agencies.  Special  agents  of  the  Department  of  Agriculture  regularly  conduct 
criminal  investigations  into  conspiracy  and  fraud  offenses  affecting  the  food  stamp, 
meat  inspection  and  grading,  summer  feeding,  and  farm  home  loan  Drograms.  These 
agents  work  closely  with  other  Federal  law  enforcement  agencies.  Special  agents  of 
the  Department  are  now  assigned  to  organized  crime  strike  forces. 

For  these  reasons,  the  Committee  concluded  that  it  was  essential  to  the  effective 
enforcement  of  the  laws  within  the  jurisdiction  of  the  Department  of  Agriculture — 
which  involve  multi-billion  dollar  programs — to  provide  its  law  enforcement  person- 
nel the  same  basic  authority  and  powers  accorded  to  other  Federal  investigative 
agents. 

SECTION   3024.   DEPARTMENT  OF  LABOR 

Section  3024  authorizes  an  officer  or  employee  of  the  Office  of  Inspector  General 
of  the  Department  of  Labor  who  is  charged  with  law  enforcement  responsibilities, 
subject  to  the  direction  of  the  Secretary  of  Labor,  to  carry  a  firearm,  execute  a 
warrant  or  other  Federal  process,  make  arrests  without  a  warrant,  offer  and  pay 
rewards  and  perform  other  law  enforcement  duties  designated  by  the  Secretary  of 
Labor. 

Under  current  law,  officers  and  employees  of  the  Department  of  Labor  do  not 
possess  these  general  law  enforcement  powers  because  the  Department,  until  recent- 
ly, has  not  engaged  in  the  type  of  investigative  activity  that  would  justify  such 
authority.  However,  the  Committee  has  been  informed  that  employees  of  the  Inspec- 
tor General's  Office  in  the  Secretary  of  Labor  are  often  assigned  to  serve  as  Depart- 
ment of  Labor  representatives  on  the  organized  crime  strike  forces  maintained  in 
several  metropolitan  areas  by  the  Department  of  Justice.  They  are  the  only  agency 
representatives  currently  serving  on  these  strikes  forces  who  do  not  possess  such 
basic  law  enforcement  powers. 

U.S.  Marshals  Service, 
Office  of  the  Director, 
McLean,  Va.,  August  29,  1980. 
Mr.  Robert  E.  Magee, 

Assistant  Inspector  General  for  Investigations,  U.S.  Department  of  Agriculture,  Office 
of  Inspector  General,  Washington,  D.C. 
Dear  Mr.  Magee:  Thank  you  for  your  letter  of  August  21,  1980,  regarding  special 
deputations  for  your  agents  involved  in  Puerto  Rico.  However,  I  must  advise  you 
that  this  procedure  is  not  available  at  this  time. 

The  United  States  Marshals  Service,  with  the  concurrence  of  the  Department  of 
Justice,  has  initiated  a  new  policy  regarding  special  deputation. 

Under  the  new  policy,  the  United  States  Marshals  Service  restricts  the  issuance 
of  special  deputations  to  only  those  persons  who  are  directly  under  the  supervision 
of  the  United  States  Marshals  Service  or  who  are  performing  official  duties  of  the 
United  States  Marshals  Service. 

I  indeed  share  concern  regarding  the  safety  of  your  agents,  but  must  conclude 
that  special  deputation  is  not  a  viable  solution  to  your  problem  at  this  time. 
If  I  may  be  of  further  assistance,  please  do  not  hesitate  to  contact  me. 
Sincerely, 

Howard  Safir, 
Assistant  Director  for  Operations. 

Firearms  Training  and  Administrative  Controls  for  Office  of  Inspector 

General,  USDA 

The  following  conditions  will  apply  to  the  issue  of  weapons  to  Special  Agents  of 
the  Office  of  Inspector  General,  U.S.  Department  of  Agriculture,  in  connection  with 
any  statutory  law  enforcement  authorities  that  may  be  acquired. 

training 

All  OIG  Special  Agents  are  required  to  complete  basic  criminal  investigator 
training  at  the  Federal  Law  Enforcement  Training  Center,  Glynco,  Georgia,  unless 
waived  by  proof  of  successful  completion  of  comparable  training  such  as  the  FBI 
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Basic  Agent's  Course,  or  the  Basic  Agent's  Course  for  Special  Agents  of  the  Army's 
Criminal  Investigation  Division  or  Air  Force's  Office  of  Special  Investigation,  llie 
FLETC  basic  course  includes  firearms  training,  including  the  Standard  Qualifica- 
tions Course  (pistols),  a  Practical  Pistol  Course,  and  Familiarization  Courses  with 
the  Shotgun,  in  which  cases  passing  scores  are  essential  to  certification.  FLETC  also 
requires  successful  completion  of  related  courses,  where  a  possibility  exists  for  the 
use  of  force,  including  Raid,  Arrests,  Search  and  Seizure,  and  Defendant  Processing. 
OIG  will  supplement  the  basic  traning  in  firearms  with  semiannual  qualification 
firing,  to  be  made  a  matter  of  record,  which  will  be  accomplished  through  the 
facilities  of  municipal  or  State  Police  Ranges  in  the  vicinity  of  OIG's  Regional  or 
suboffices. 

ISSUANCE  AND  USE  OF  FIREARMS 

Government-owned  weapons  (revolvers)  will  be  secured  in  "Arms  Room"  facilities 
at  Regional  and  suboffices  to  be  issued  to  Special  Agents  only  while  they  are 
assigned  to  criminal  investigations  having  a  likelihood  of  execution  of  arrest  or 
search  warrants,  or  where  the  locale  of  investigative  or  surveillance  duties  is 
deemed  potentially  dangerous.  Special  Agents  will  be  authorized  to  carry  firearms 
only  when  on  duty  and  privately-owned  firearms  will  be  prohibited  in  order  to 
assure  the  controls  mentioned  above. 

The  attached  excerpt  from  draft  regulations  which  have  been  prepared  for  the 
eventuality  of  statutory  law  enforcement  authority  further  detail  the  administrative 
and  operational  controls  which  will  govern  this  sensitive  area. 

POLICY  FOR  USDA-OIG  SPECIAL  AGENTS  AUTHORIZED  TO  CARRY  FIREARMS 

I.  Scope. — These  directives  apply  to  all  instances  where  USDA-OIG  Special 
Agents  are  authorized  to  carry  firearms. 

II.  An  Agent  may  carry  a  firearm  only  when  authorized  by  the  Inspector  General, 
Deputy  Inspector  General,  Assistant  Inspector  General-Investigations,  or  Regional 
Inspectors  General-Investigations.  The  Inspector  General,  Deputy  Inspector  General, 
Assistant  Inspector  General-Investigations,  or  Regional  Inspectors  General-Investi- 
gations, may  authorize  a  USDA-OIG  Special  Agent  to  carry  a  Department-issued 
firearm  in  connection  with  an  investigation  where  there  is  a  likelihood  of  the  need 
to  execute  arrest  or  search  warrants,  make  an  arrest  without  warrant,  or  where  the 
circumstances  or  locale  indicate  possibility  of  danger  to  the  Special  Agent. 

III.  An  Agent  will  be  permitted  to  carry  a  firearm: 

A.  Only  after  completion  of  initial  training — approved  by  the  Inspector  General — 
in  the  use  of  firearms,  with  periodic  requalification  required  per  schedule  estab- 
lished by  the  Inspector  General;  and 

B.  Only  aiter  the  Agent  has  been  certified,  through  appropriate  psychological 
screening  as  required  by  the  Inspector  General,  as  fit  to  carry  a  firearm. 

IV.  Use  of  firearms: 

A.  The  policy  of  the  Office  of  Inspector  General  on  the  use  of  firearms,  for  other 
than  training  and  practice  purposes,  is  that  they  shall  be  used  only  when  the  Agent 
reasonably  believes  that  such  use  is  necessary  in  self-defense  or  to  defend  another 
person  from  the  use  or  imminent  use  of  deadly  physical  force. 

B.  The  unjustifiable  use  of  deadly  physical  force  may  subject  the  Agent  to  crimi- 
nal penalties.  The  Agent  will  not  display  the  service  revolver  unless  the  Agent 
reasonably  believes  that  its  use  may  be  necessary. 

C.  When  danger  is  impending  or  imminent,  the  Agent  will  not  take  undue  risks 
with  personal  safety;  however,  if  the  Agent  must  use  the  firearm,  the  Agent  must 
exercise  all  possible  caution  to  avoid  endangering  bystanders  or  other  innocent 
parties. 

D.  Warning  shots  are  strictly  prohibited.  Because  of  the  risk  of  personal  injury 
presented  by  bullets  ricocheting  off  the  body  or  tires  of  vehicles,  revolvers  should 
not  be  fired  at  moving  or  stationary  vehicles  with  the  expectation  of  rendering  the 
vehicle  inoperable. 

E.  The  Regional  Inspectors  General-Investigations  or  Assistant  Inspector  General- 
Investigations  must  be  notified  immediately  of  any  circumstances  in  which  firearms 
are  discharged  by  any  Office  of  Inspector  General  employee  for  any  reason  other 
than  for  training  and  practice  purposes.  The  Regional  Inspectors  General-Investiga- 
tions or  Assistant  Inspector  General-Investigations  will  notify  the  Inspector  General 
and  a  full  report  of  the  circumstances  must  be  submitted  to  the  Inspector  General 
within  24  hours.  The  Inspector  General  will  conduct  an  investigation  of  all  circum- 
stances of  each  instance  when  a  firearm  is  used.  The  Inspector  General  will  initiate 
appropriate  disciplinary  or  removal  actions  against  any  Agent  whom  the  Inspector 
General  finds  has  wrongly  used  or  abused  the  authority  to  carry  a  firearm. 
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PROPOSED  REAUTHORIZATION  OF  THE  FOOD  AND 
AGRICULTURE  ACT  OF  1977 


SATURDAY,  MARCH  28,  1981 

U.S.  Senate, 
Committee  on  Agriculture,  Nutrition,  and  Forestry, 

Lincoln,  Nebr. 
The  committee  met,  pursuant  to  notice,  at  10  a.m.,  in  the  city 
council  chambers,  County- City  Building,  Hon.  Edward  Zorinsky, 
presiding. 
Present:  Senator  Zorinsky. 

STATEMENT  OF  HON.  EDWARD  ZORINSKY,  A  U.S.  SENATOR  FROM 

NEBRASKA 

Senator  Zorinsky.  Good  morning,  and  welcome  to  our  hearing  of 
the  U.S.  Senate  Committee  on  Agriculture,  Nutrition,  and  Forestry. 

This  morning  we  are  assembled  here  in  Lincoln  to  hear  testimony 
on  the  1981  farm  bill.  I  would  just  like  to  lay  down  a  couple  of  ground 
rules. 

No.  1,  when  you  come  up  and  are  given  one  of  these  forms  to  fill 
out,  please  print  very  clearly  and  fill  out  the  information  requested, 
and  then  just  drop  it  here  at  this  desk  with  our  court  reporter.  These 
proceedings  all  are  going  to  become  part  of  the  official  record  of  the 
1981  U.S.  Senate  Agriculture  Committee  farm  hearings,  just  as  if 
they  were  taking  place  back  in  Washington,  D.C.,  and,  therefore,  we 
want  to  make  sure  we  have  the  full  name,  and  correct  spelling  in  the 
record  of  the  hearings. 

And,  second,  we  have  a  large  number  of  witnesses  today — I  have  a 
list  of  21  who  have  officially  placed  themselves  on  the  agenda.  If  we 
have  time  left — and  by  "time  left,"  I  mean  before  the  sun  goes  down — 
and  there  are  people  remaining  that  would  like  to  make  comments, 
I'll  be  happy  to  accept  those,  too.  Because  of  the  time  constraints 
placed  on  us  due  to  the  high  number  of  individuals  wishing  to  testify, 
we  have  a  timer  over  there,  a  buzzer,  which  at  the  end  of  5  minutes 
will  sound,  and  then  we  will  go  into  a  question  and  answer  portion  of 
the  testimony.  Which  means,  if  you  feel  that  your  statement  would 
require  longer  than  5  minutes  to  read  and  you  would  like  to  briefly 
summarize  it,  and  then  present  the  statement  to  the  court  reporter 
after  you  leave  the  witness  stand,  the  statement  will  be  included  in 
the  committee  records  as  if  you  had  presented  it  in  its  entirety.  So, 
actually,  it  might  give  you  a  double  snot.  You  can  say  something  in 
summation  of  the  statement,  plus  have  the  entire  statement,  u  it 
requires  longer  than  5  minutes  to  present,  printed  in  the  record. 

(l) 
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These  records  are  disseminated  to  all  members  of  the  committee 
and  this  is  what  the  judgment  will  be  based  upon,  the  minutes  of 
these  hearings,  as  to  what  the  future  farm  bill  will  look  like. 

So  I  would  like  to  thank  everybody  for  taking  time  off  of  their 
schedules  on  a  weekend  to  come  be  with  us.  I  have  had  a  strong 
suspicion  that  despite  what  Washington,  D.C.,  thinks,  not  all  of  the 
experts  on  agriculture  reside  in  Washington,  D.C.  I've  got  a  strong 
feeling  a  lot  of  them  are  back  here  where  the  action  is. 

In  addition  to  that,  having  purchased  a  ticket  recently,  I  don't 
think  there  are  a  lot  of  people  that  can  afford  round-trip  tickets  to 
fly  back  and  forth  from  Washington  to  make  statements  and  get 
their  input  into  the  new  farm  bill.  So  I  think  it  is  incumbent  upon 
myself  as  a  U.S.  Senator  to,  so  to  speak,  bring  the  show  back  to 
where  the  action  is  and  where  the  problems  are,  and  that's  back  here 
in  the  Midwest  and,  specifically,  in  Nebraska. 

For  the  past  several  weeks,  I  and  my  colleagues  on  the  Agriculture 
Committee  have  attended  hearings  in  Washington  on  virtually 
every  aspect  of  farm  and  food  legislation.  We've  heard  from  all 
of  our  Nation's  major  farm  and  commodity  organizations,  from 
consumer  and  industrial  associations,  and  from  many  concerned 
citizens.  Next  week  the  committee  will  assemble  again  in  Washington 
to  receive  the  testimony  of  Secretary  of  Agriculture,  John  Block. 
It  is  expected  that  at  that  time  Secretary  BIock  will  reveal  the  Reagan 
administration's  farm  proposals  for  the  next  4  years. 

Today's  hearing  is  the  first  of  the  committee's  field  hearings  on 
the  new  farm  bill.  While  the  testimony  of  various  national  organiza- 
tions in  Washington  is  invaluable — ana  I  know  many  of  you  partici- 
pate in  those  organizations — I  believe  it  is  also  important  to  come 
out  to  our  country's  agricultural  areas  to  hear  what  you  have  to  say 
about  new  legislation. 

We  have  a  difficult  job  ahead  of  us.  The  decade  of  the  1970's  was 
one  of  change  for  agriculture.  As  we  sit  down  to  write  a  new  farm  bill 
for  1981,  the  picture  we  face  is  quite  different  from  that  which  con- 
fronted our  country's  lawmakers  when  they  conceived  the  farm  bills 
of  1970,  1973,  and  1977.  In  1970  American  agricultural  exports 
totaled  $7  billion  in  value.  In  1980  that  figure  grew  to  $41  billion. 
The  U.S.  agricultural  trade  surplus  grew  from  $2  billion  in  1970  to 
$24  billion  in  1980,  enough  to  recover  more  than  a  third  of  our  coun- 
try's total  expenditures  on  foreign  oil.  More  than  half  the  wheat, 
40  percent  of  the  soybeans,  and  30  percent  of  the  corn  grown  on 
American  cropland  today  are  shipped  overseas.  At  the  same  time, 
soil  loss  on  cropland  has  increased  to  2  billion  tons  a  year.  As  exports 
grew  in  the  1970's,  land  used  for  crop  production  grew  by  54  million 
acres ;  much  of  that  land  prone  to  erosion. 

In  Nebraska,  for  example,  more  than  a  third  of  the  State's  crop- 
land experiences  soil  loss  of  more  than  10-ton  acres  a  year.  Ground 
water  reserves,  too,  are  being  drawn  down,  in  some  cases  much 
faster  than  nature  can  replace  the  supply.  These  trends  have  lead 
some  to  suggest  that  along  with  our  wheat,  corn,  and  soybeans 
America  is  exporting  its  irreplacable  water  and  topsoil. 

The  face  of  rural  America  changed  in  other  ways  as  well.  Trends 
begun  in  the  depression  years  have  continued,  farms  are  getting 
fewer  and  larger.  Big  farms  are  producing  more  and  more  of  our 
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country's  food  and  fiber  and  claiming  a  larger  share  of  total  farm 
income.  In  1960,  farms  with  more  than  $100,000  in  gross  sales  were 
only  0.6  of  1  percent  of  all  farms  and  earned  only  6.4  percent  of 
net  income.  By  1978  this  group  of  our  country's  largest  farms  had 
risen  to  7  percent  of  ail  farms  and  their  share  of  net  farm  income 
had  grown  to  36  percent. 

Inflation  in  the  1970's  has  made  its  mark  also.  Every  farmers' 
cost  of  production  has  risen  dramatically;  nevertheless,  inflation 
has,  to  some  extent,  made  the  rich  richer  and  the  poor  poorer.  Those 
farmers  lucky  enough  to  own  their  land  have  benefited  from  higher 
land  values,  while  land  price  inflation  has  made  it  almost  impossible 
for  a  young  person  to  buy  a  homestead. 

These  are  just  a  few  of  the  factors  that  shape  American  agriculture 
today,  but  if  we  are  to  formulate  sound  ana  reasonable  farm  legis- 
lation, we  must  also  consider  the  shape  of  agriculture  tomorrow. 
By  the  mid-1 980*8  the  world's  population  will  grow  by  more  than 
82  million  a  year.  Just  on  the  basis  of  this  population  growth,  in- 
creases in  demand  for  food  will  be  more  than  one-third  greater  than 
the  growth  in  the  1970's,  but  increases  in  agricultural  productivity 
will  slow  to  only  three-fourths  of  its  post-World  War  II  rate. 

Less  arable  land  is  available  to  bring  into  production  and  the  rising 
cost  of  inputs,  many  of  which  are  petroleum  based,  will  strain  our 
ability  to  increase  output  on  land  already  in  production.  The  widening 
gap  between  supply  and  demand  in  the  rest  of  the  world  will  mean 
that  demand  for  U.S.  farm  goods,  particularly  for  feed  grains  and 
oil  seeds  will  increase.  The  U.S.  Department  of  Agriculture  anticipates 
that  by  1985  the  rest  of  the  world  will  be  buying  15  percent  of  its 
food,  feed  and  fiber  from  the  United  States  of  America.  The  combina- 
tion of  these  factors,  increased  demand,  slower  production  growth,  and 
higher  exports,  means  that  the  periods  of  chronic  overproduction  and 
surpluses  in  agriculture  may  be  coming  to  an  end.  Instead,  it  seems 
more  likely  that  1981  will  usher  in  a  new  era  of  rapid  fluctuations,  an 
era  of  temporary  shortages  and  temporary  surpluses. 

Without  some  changes  in  policy  and  programs  it  is  likely  that 
this  period  will  also  see  the  continuation  of  some  trends  we  saw 
developing  in  the  1970's.  More  fragile  lands  will  be  brought  into  pro- 
duction. Farmland  will  continue  to  be  concentrated  into  fewer,  larger 
units.  Our  country's  natural  resources,  including  water  and  soil, 
will  grow  more  scarce,  reducing  our  ability  to  increase  production. 

These  facts  present  us  with  some  difficult  policy  questions  in  the 
1980's.  How  can  we  shape  America's  agriculture  to  meet  higher 
long-term  demand  for  food  and  at  the  same  time  protect  our  country's 
producers  from  short-term  surpluses  and  depressed  prices?  How 
can  we  encourage  increased  production  to  feed  the  world  while  pre- 
serving our  country's  limited  natural  resources  for  our  children? 
Finally,  how  do  we  reconcile  the  increased  productivity  of  larger 
farms  with  desire  to  maintain  the  small  family  farm  as  a  viable  entity? 
These  are  tough  questions  and  finding  reasonable  answers  to  them 
and  other  policy  issues  will  be  difficult,  but  I  am  confident  that 
together,  as  farmers,  as  ranchers,  as  bankers,  as  lawmakers,  and 
as  citizens  who  care  about  agriculture,  we  can  develop  new  legislation 
to  help  us  make  agriculture  in  the  1980's  a  strong;  and  healthy  industry 
and  to  keep  rural  America  a  good  place  in  which  to  live. 
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With  that,  I  would  just  like  to  apologize  for  telling  those  of  you 
who  have  long  statements  not  to  read  them  but  to  condense  them, 
after  having  read  mine.  Now  I'll  call  on  our  first  witness,  Dr.  Glen 
Vollmar,  the  chairman  of  the  Agricultural  Economics  Department 
of  the  University  of  Nebraska  here  in  Lincoln.  We  are  very  fortunate 
to  have  a  distinguished  witness  such  as  you,  Dr.  Vollmar,  to  start 
off  our  hearing. 

STATEMENT  OF  DR.  GLEN  VOLLMAR,  CHAIRMAN,  DEPARTMENT 
OF  AGRICULTURAL  ECONOMICS,  UNIVERSITY  OF  NEBRASKA, 
LINCOLN,  NEBB. 

Dr.  Vollmar.  Thank  you,  Senator  Zorinsky,  for  this  opportunity 
to  testify  this  morning.  I  feel  that  since  I  am  the  first  witness,  I  am 
kind  of  the  guinea  pig  and  I  am  sure  the  rest  of  the  people  testifying 
are  watching  the  procedure  here. 

I  commend  you  for  coming  to  Nebraska  to  hear  Nebraskans  and 
what  they  feel  about  development  of  the  1981  farm  bill.  It's  probably 
one  of  the  most  important  things  that  we  have  going  in  Washington 
at  this  time  and  we  hope  that  its  outcome  will  De  favorable  to  our 
farmers. 

Nebraska  farmers  have  entered  the  decade  of  the  eighties  with  a 
great  deal  of  uncertainty  as  to  the  economic  conditions  that  face 
them.  Agriculture  is  an  integral  part  of  our  national  economy  and 
much  of  the  uncertainty  is  tied  to  economic  conditions  in  general. 
Farmers  have  learned  how  to  cope  with  the  diseases,  insects,  and 
weather  problems  that  impact  on  production.  Dealing  with  production 
costs  that  have  been  increasing  at  an  overall  rate  of  15  percent  a  year, 
widely  fluctuating  prices  often  below  profitable  levels  and  working 
with  17  to  18  percent  interest  rates  on  operating  loans  bring  con- 
siderable stress  to  the  farm  business  and  the  farm  family. 

Many  Nebraska  farmers  are  entering  the  1981  production  year  with 
a  less  than  enthusiastic  attitude.  It  appears  that  production  costs  will 
be  up  another  55  percent.  The  commodity  price  picture  is  not  bright. 
Uncertain  economic  conditions  worldwide  are  having  their  impact  on 
exports.  A  strength  of  our  Nation's  agriculture  has  been  the  enthusiasm 
that  results  from  farmers  seeing  favorable  price-cost  situations  in  the 
year  ahead  and  beyond.  The  incentive  ana  realized  profits  are  vital 
and  must  be  key  considerations  in  the  development  of  the  1981  farm 
bill.  Without  them,  farmers,  rural  communities,  and  cities  will  not 
prosper  and  the  Nation's  agriculture  will  be  less  than  viable.  I  think 
that  farmers  are  looking  to  a  little  better  year  in  1981  as  compared  to 
1980,  but  the  improvement  will  probably  not  be  large.  Hopefully,  the 
remainder  of  the  eighties  will  be  considerably  better.  Economic  im- 

Erovement  will  depend  on  how  effective  we  are  in  bringing  inflation 
elow  double-digit  levels  and  in  improving  commodity  prices. 

RESOURCES 

There  is  concern  that  we  maintain  and  increase  our  level  of  produc- 
tivity on  farms  and  ranches  in  Nebraska  and  across  the  Nation.  This 
means  that  we  need  to  pay  particular  attention  to  soil  and  water  con- 
servation and  on  the  human  input  side  and  make  it  possible  for  new 
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managers  to  enter  farming.  Soil  and  water  conservation  programs  have 
relied  on  cost-sharing  incentives  and  education.  This  is  the  best  ap- 
proach particularly  if  strong  provisions  are  made  to  keep  conserva- 
tion plantings  ana  structures  in  place  once  the  investment  is  made. 
Nebraska  and  the  rest  of  the  Great  Plains  area  have  the  need  for  a  con- 
tinued, strong  soil  and  water  conservation  program  because  of  ex- 
tremes in  rainfall  and  other  weather  factors. 

The  Nation's  agriculture  continues  to  have  a  problem  in  bringing 
new  farmers,  many  of  them  young  farmers,  into  farming  and  ranching. 
This  is  particularly  true  in  terms  of  starting  up  independent  farm 
businesses.  Approximately  one-third  of  our  University  of  Nebraska 
College  of  Agriculture  graduates  return  to  farms  and  ranches — most 
to  partnerships  or  family  cooperatives.  Special  loan  programs  and 
other  incentives  are  needed  to  assist  new  farmers  to  become  estab- 
lished— particularly  those  attempting  to  establish  an  independent 
farm  or  ranch  business. 

LIVESTOCK   INDUSTRY 

The  livestock  and  poultry  industry  has  been  affected  by  Govern- 
ment regulations,  trade  policies,  food  purchases,  and  credit  policies. 
The  industry,  particularly  beef,  hogs,  and  poultry,  has  not  been 
involved  in  farm  program  provisions  with  price-loan  programs  as  the 
grains  have  been.  However,  I  think  the  time  has  come  to  give  careful 
consideration  in  the  development  of  soybean  and  feed  gram  program 

[>rovisions  and  export  policy  development  to  the  impacts  on  the 
ivestock  and  poultry  industry. 

For  example,  we  are  now  carrying  minimum  inventories  of  feed 
grains  and  soybeans.  If  export  demand  should  increase  significantly, 
the  shortrun  effect  on  the  beef,  swine  and  poultry  industry  would  be 
devastating.  The  impacts  on  the  dairy  industry  should  also  be  con- 
sidered since  it  also  is  a  market  for  feed  grains  and  soybean  meal.  For 
several  years  farm  record  analyses  have  snown  that  cash  grain  farming 
pays  a  higher  return  to  resources  than  livestock  farming.  If,  in  the 
United  States,  we  want  to  maintain  a  strong  livestock  and  poultry 
industry,  the  impact  of  farm  bill  provisions  and  trade  policy  on  these 
industries  must  be  given  more  weight  than  has  been  done  in  the  past. 

RESEARCH  AND  INFORMATION 

The  high  level  of  productivity  that  we  now  enjoy  in  agriculture 
stems  from  investments  made  in  public  research  by  the  UoDA  and 
through  the  State  agricultural  experiment  stations,  research  by 
private  firms,  and  cooperative  extension  education  programs  that  take 
research  results  to  the  farmers.  This  process  is  one  that  requires 
continued  investment  and  because  the  problems  facing  agriculture 
are  more  complex  than  in  the  past,  the  funds  required  are  greater. 
In  real  dollar  terms  the  public  investment  in  agricultural  research  has 
declined.  If  this  continues,  productivity  can  be  expected  to  decline. 
There  is  evidence  that  our  agricultural  productivity  is  leveling  off  or 
showing  a  slight  decrease. 

There  are  no  easy  answers  but  we  do  have  confidence  that  the 
problems  in  livestock,  poultry,  and  crop  production  and  marketing 
can  be  solved  if  the  resources  are  available  for  continuous  research 
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and  extension  programs.  The  future  productivity  of  Nebraska's 
agriculture  and  the  agriculture  of  the  Nation  will  be  geared  to  a 
considerable  extent  to  the  provisions  of  the  1981  farm  bill  that  relate 
to  research  and  cooperative  extension  service  programs. 

Senator  Zorinsky.  Thank  you,  Dr.  Vollmar. 

In  your  opinion,  are  there  any  aspects  of  farm  programs  that 
serve  as  disincentives  to  conservation  farming? 

Dr.  Vollmar.  I  think  that  we  had  conservation  fanning  built 
very  strongly  into  our  farm  programs  before  the  Food  and  Agri- 
culture Act  of  1977,  because  one  intent  of  those  bills  was  to  cut  back 
production.  We  did  that  by  pushing  a  strong  conservation  program. 

I  think  when  we  went  away  from  set-aside  programs  ana  acreage 
reserves  we  pushed  harder  on  our  farmers  to  produce  more  crops — to 
put  more  land  in  row  crops — and  this  put  more  stress  onto  our  soil 
and  water  resources.  I  think  our  farmers  have  gone  a  long;  way  with 
conservation  tillage  and  other  methods  to  try  to  hold  the  land,  but  I 
think  there's  still,  as  the  data  shows,  soil  loss.  We  have  problems  in 
maintaining  our  water  supplies  and  we  need  to  go  further. 

I  think  the  cost-sharing  program  has  been  good,  as  long  as  funds 
are  available. 

Senator  Zorinsky.  Doctor,  do  you  support  the  continuation  of  the 
Great  Plains  conservation  program  of  the  U.S.  Department  of 
Agriculture? 

Dr.  Vollmar.  Yes,  very  much  so,  because  I  feel  that  the  Great 
Plains  has  some  unique  problems  that  need  to  be  looked  at  and  taken 
care  of  that  are  much  different  than  other  parts  of  the  country,  partic- 
ularly where  there  is  more  rainfall  and  less  wind  blowing. 

Senator  Zorinsky.  You  indicated  that  increased  export  demand 
for  feed  and  soybeans  could  have  severe  consequences  for  the  live- 
stock industry.  The  American  and  Nebraska  Soybean  Association 
have  staunchly  opposed  the  establishment  of  a  soybean  reserve.  Do 
you  believe  such  a  reserve  would  serve  a  useful  purpose  in  assuring 
surplus  for  livestock  feeders? 

Dr.  Vollmar.  I  understand  the  position  of  the  soybean  people, 
because  any  time  we  have  a  reserve  it  has  an  impact  on  the  market 
and  has  an  impact  on  price.  So  I  could  certainly  appreciate  the  soy- 
bean producers'  interests. 

What  I  am  saying  is  that  I  think  we  need  to  push  hard  to  export  as 
much  £rain  and  soybeans  as  we  can,  but  at  the  same  time  we  have 
to  realize  what  this  is  doing  to  the  livestock  industry,  and  maybe  we 
should  be  pushing  as  hard  to  export  livestock  and  livestock  products 
as  we  are  our  grams. 

We  used  to  think  that  high  grain  prices  brought  about  adjustment 
that  would  then  result  in  better  livestock  conditions,  but  with  the 
highly  capitalized  livestock  operations  we  have  today,  there  isn't 
an  easy  adjustment.  You're  either  in  business  or  you  are  out  of  busi- 
ness, and  that  happens  very  quickly. 

Senator  Zorinsky.  Well,  sir,  a  case  in  point  would  be  the  fact  that 
Tokyo  charges  us  $36  a  pound  for  steak  right  now. 

Dr.  Vollmar.  I  agree. 

Senator  Zorinsky.  And,  certainly,  if  they  let  us  into  that  market, 
as  we've  let  them  into  our  market  here  with  some  of  their  imports, 
we  might  be  able  to  do  exactly  what  you  are  talking  about. 
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Thank  you  very,  very  much,  Dr.  Vollmar. 

Our  next  witnesses  will  be  Dr.  Michael  Turner  and  Dr.  Roy 
Frederick  with  the  Department  of  Agriculture  Economics  at  the 
University  of  Nebraska. 

Welcome,  Dr.  Turner  and  Dr.  Frederick.  You  may  begin  your 
testimony. 

STATEMENT  OP  DR.  MICHAEL  TTJBHEE,  DEPARTMENT  07  AGRI- 
CULTURAL ECONOMICS,  UNIVERSITY  OF  NEBRASKA,  LINCOLN, 
NEBR. 

Dr.  Turner.  Good  morning.1 

Senator  Zorinsky,  I  am  going  to  speak  on  a  subject  you  have 
already  introduced.  My  concern  is  over  the  issue  of  agricultural 
exports.  I  am  going  to  direct  my  comments  particularly  to  exports  of 
grain.  I  am  not  going  to  repeat  the  figures  you've  already  alluded  to 
m  terms  of  the  growing  importance  of  agricultural  exports,  only  to 
say  that  our  exports  have  increased  over  the  last  10  years  for  wheat 
and  coarse  grains  by  196  percent.  That  is  one  of  the  most  dramatic 
things  that  nas  happened  in  the  past  10  years  as  it  relates  to  grain 
production  and  the  grain  markets  in  the  United  States.  This  has  all 
been  possible  because  of  a  tremendous  investment  and  commitment 
made  by  our  agricultural  producers  and  the  supporting  agri-business 
industries,  grain  elevator  companies,  and  the  railroads. 

In  the  case  of  Nebraska  grain  producers,  irrigated  acres  have  been 
increased  by  84  percent  in  a  10-year  period.  The  use  of  commercial 
fertilizers  during  that  same  10-year  period  was  increased  by  77 
percent.  This  has  made  possible  the  growth  in  agricultural  exports 
of  grains. 

1  want  to  mention  what  has  been  accomplished  by  the  railroads 
serving  Nebraska,  most  particularly  the  Union  Pacific  Railroad  and 
the  Burlington  Northern  Railroad.  Both  of  these  companies  have 
introduced  trainload  rates  for  export  movement  of  our  grains  to  the 
west  coast  market.  The  west  coast  has  been  a  new  evolving  market 
and  one  which  places  Nebraska  as  the  closest  major  grain  producing 
area  to  the  Asian  market. 

The  turnaround  time  and  the  efficiency  with  which  the  railroads 
are  operating  this  system  allows  a  train  to  be  loaded  within  the  State 
of  Nebraska,  shipped  to  the  west  coast,  and  returned  in  an  average 
of  18  days.  In  some  cases  the  turnaround  is  as  good  as  9  days.  As  a 
result  the  perennial  railcar  shortage  problem  can  now  be,  and  has 
been,  dramatically  addressed  by  locally  owned  grain  companies  in  the 
State  of  Nebraska.-  It  has  now  become  economically  feasible  for 
locally  owned  Nebraska  grain  businesses  to  either  own  or  lease  rail- 
cars.  Local  business  decisions  have  gone  a  great  distance  in  addressing, 
the  perennial  problem  of  railcar  shortages. 

In  addition,  there  has  been  a  dramatic  response  on  the  part  of  the 
grain  industry.  In  1977  eight  elevators  in  the  State  of  Nebraska  that 
were  capable  of  loading  25  cars  or  more  of  grain.  Four  years  later, 
there  were  86  such  firms  within  the  State  of  Nebraska  that  have 


*  See  p.  235  for  the  prepared  statement  of  Dr.  Turner. 
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either  the  capability  now  of  loading  trains  of  25  cars  or  lamer,  or 
have  facilities  under  construction  that  will  enable  than  to  load  grain 

trains. 

My  conclusion  is  that  both  Nebraska  grain  producers  and  the  agri- 
business industry  have  made  quite  a  commitment  to  allow  the  United 
States  to  participate  in  the  international  commercial  grain  business. 
This  is  the  American  way  of  doing  business  in  our  competitive  markets. 

Yet  agriculture  is  a  very  unique  industry.  I  would  like  to  touch 
very  briefly  on  a  couple  of  the  unique  considerations  involved.  The 
American  farmer,  assumes  most  all  the  risk  associated  with  this 
expanding  and  growing  international  trade.  Farmers  are  price  takers 
in  American  agriculture. 

As  a  result,  there  are  many  external  factors  that  do  have  and  can 
have  a  dramatic  impact  on  the  supply  and  demand  balance.  These 
developments  occur  almost  without  notice,  including  weather  condi- 
tions not  only  here  but  around  the  world,  all  kinds  of  natural  disasters, 
and  a  great  deal  of  politics.  Political  influences  have  taken  the  form  of 
embargoes  that  can  dramatically  change  our  price  relationships.  Yet 
we  are  in  a  unique  position  again  as  the  major  world  supplier  of 
grains.  We  need  to  be  a  dependable  supplier  if  we  expect  that  oppor- 
tunity to  grow.  Nearly  half  of  the  U.S.  grain  production  is  being 
exported,  or  soon  will  be. 

Another  uniqueness  is  the  fact  that  negative  price  signals,  which  I 
am  sure  we  can  anticipate  from  time  to  time  in  future  years,  are  not 
a  true  reflection  of  the  situation  that  exists.  A  negative  price  signal, 
because  of  an  unfavorable  political  development,  might  be  expected 
to  discourage  producers  from  producing  the  crops  that  we  need  in 
order  to  be  a  dependable  world  supplier.  Yet  we  have  only  one  oppor- 
tunity each  year  to  plant  that  crop.  We  have  one  opportunity  each 
year  to  harvest  that  crop.  It  is  unrealistic  for  us  to  operate  on  that 
kind  of  happenstance,  a  situation  which  may  be  of  a  30-  to  90-day 
duration  ana  still  be  considered  a  dependable  world  supplier. 

I  would,  in  conclusion  then,  certainly  encourage  the  Members  of 
the  Senate  and  of  the  Senate  Committee  on  Agriculture,  Nutrition, 
and  Forestry  to  very  carefully  and  seriously  consider  programs  which 
will  allow  us  to  continue  to  grow  in  the  commercial  grain  export 
business  of  this  country,  and  make  whateverprovisions  seem  appro- 

{>riate  and  necessary  for  some  price  stability.  We  need  some  protection 
rom  variable  prices  that  may  result  from  temporary  imbalances  of 
supply  and  demand,  weather  conditions,  and  political  considerations. 
Price  stability  may  require  some  type  of  reserve  program  to  assure 
the  dependability  of  the  United  States  as  a  major  supplier  in  world 
grain  markets. 

Senator  Zorinsky.  Thank  you,  Dr.  Turner. 

Dr.  Frederick,  would  you  give  us  your  statement,  and  then  both  of 
you  remain  and  then  I  can  ask  questions. 

STATEMENT  OF  DR.  A.  L.  (BOY)  FREDERICK,  PROFESSOR,  AGRI- 
CULTURAL ECONOMICS  AND  EXTENSION  ECONOMIST,  UNITES- 
SITY  OF  NEBRASKA,  LINCOLN,  NEBB. 

Dr.  Frederick.  Thank  you,  Senator  Zorinsky,  for  inviting  me 
and  others  from  the  University  of  Nebraska,  Lincoln,  here  to  partic- 
ipate in  this  forum  today. 
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I  am  an  agricultural  economist  with  an  interest  in  public  policies 
that  relate  to  agriculture.  I  am  going  to  try  to  focus  my  remarks  on 
some  of  the  commodity  provisions  01  the  1981  farm  bill. 

I  might  say  in  beginning  that  I  have  a  fairly  lengthy  statement.1 
You  probably  have  heard  from  economists  before  and  know  that  it 
is  difficult  for  us  to  do  much  more  than  say  "Hello"  in  5  minutes, 
but  I  will  try  to  do  my  best  to  stay  within  the  5-minute  time  limit. 

I  would  just  begin  by  saying  that  if  we  went  back  to  the  1930's, 
when  farm  programs  first  got  started  in  this  country  with  the  Triple  A 
Act  and  then  subsequent  legislation  on  through  the  1940's  and  1950's, 
and  really  on  up  through  the  1977  Food  and  Agricultural  Act,  that 
all  of  those  bills  were  primarily  put  in  place  to  raise  farm  income,  and 
specifically  to  raise  farm  incomes  up  to  the  level  of  those  who  live  in 
cities  and  suburban  areas. 

In  the  1930's  farmers  had  incomes  amounting  to  only  about  30  per- 
cent of  those  living  in  towns  and  cities.  In  the  1950's  farmers  had 
incomes  that  related  on  a  50-percent  basis  to  those  that  lived  in  towns 
and  cities.  In  1966,  for  the  first  time  we  reached  the  level  where 
farmers  had  incomes  that  were  70  percent  as  high  as  those  living  in 
towns  and  cities.  But  since  1973  we've  been  doing  a  little  bit  better 
if  we  look  at  farmers  strictly  from  an  income  standpoint.  In  1973 
farmers  had  income  that  was  110  percent  of  those  living  in  towns  and 
cities. 

In  1979  they  had  incomes  that  were  102  percent  of  those  living  in 
farms  and  cities.  There  have  been  ups  and  downs.  I  think  the  lowest 
in  the  last  few  years  was  78  percent,  if  you  compared,  again  the 
disposable  incomes  for  farmers  versus  those  living  in  towns  and  cities. 

What  I  am  really  suggesting  here  is  that,  with  the  exception  of 
1973  and  1979,  farmers  still  have  lower  incomes  per  capita  than 
those  who  live  elsewhere  in  society.  But  on  the  other  handL  in  order 
to  be  fair,  I  have  to  say  that  their  incomes  have  improved  during  the 
last  50  years,  when  based  on  this  kind  of  comparison. 

Senator  Zorinsky.  Excuse  me.  Can  I  interrupt  you  a  minute  and 
ask  you  if  these  figures  you  are  giving  include  second  jobs?  Because 
there's  a  big  difference. 

Dr.  Frederick.  OK,  they  do  include  second  jobs,  that's  absolutely 
right.  And  there  are,  obviously,  about  55,  60  percent  of  the  farmers 
who  now  live — who  are  now  classified  as  farmers  who  do  have  off- 
farm  jobs. 

Senator  Zorinsky.  Dual  occupations. 

Dr.  Frederick.  Yes;  that's  correct. 

Again,  though,  the  question  we  have  to  raise  there:  Are  those 
jobs  necessary,  or  are  they  undertaken  because  people  want  them 
as  second  sources  of  income?  Probably  some  of  both,  very  honestly. 

Now  having  said  that,  I  am  not  trying  to  imply  at  all  that  we 
still  don't  need  farm  programs,  because  I  think  we  do  and  I  think 
we  need  them  for  three  very  specific  reasons,  and  I  am  going  to  give 
those  reasons  to  you. 

The  first  reason  is  simply  instability  of  income.  I've  already  made 
a  reference  to  that  in  talking  about  incomes  in  1973  and  some  sub- 
sequent years.  In  1973,  obviously,  it  was  a  very  good  year,  but  the 
next  4  years  in  succession  were  years  in  which  income  went  down 

1  See  p.  236  for  the  prepared  statement  of  Dr.  Frederick. 
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every  single  year:  1974,  1975,  1976,  and  1977.  We  did  recover  then 
in  1978  and  1979.  But,  as  jrou  know,  and  I  am  sure  everyone  in  this 
room  knows,  1980  was,  again,  a  year  when  we  were  on  the  downside 
again.  We  went  from  $31  billion  net  income  in  1979  to  $22  or  $23 
billion.  I  don't  believe  the  final  figures  are  out  yet  for  1980.  So  there's 
a  great  deal  of  give  and  take  as  you  look  from  year  to  year  at  what 
happens  to  income. 

If  you  looked  at  individual  sectors  within  agriculture,  we  also 
find  this  instability.  For  example,  the  good  years  I  talked  about, 
1972,  1973,  were  good  years  by  and  large  for  grain  farmers,  but  they 
weren't  very  gooafor  cattlemen.  And  when  vou  get  to  the  1976-77 
period,  those  were  generally  good  years  for  cattlemen  and  hog 
producers,  but  not  good  years  at  all  for  grain  producers,  1978-79 
reversed  that.  Grain  producers  did  better  then,  but  livestock  producers 
were  on  the  downside. 

In  1980  everyone  had  a  problem.  We  had  higher  prices  for  grain, 
which  should  have  helped  grain  farmers,  but  because  of  drought  they 
didn't  have  enough  bushels  to  sell  to  really  have  a  good  year 
income  wise.  And,  of  course,  because  of  higher  grain  prices,  livestock 
producers  did  not  do  well  last  year  either.  So  the  instability  that  we 
talk  about  in  income  certainly  is  one  that  is  a  continuing  problem.  If 
anything,  it's  gotten  worse  during  the  1970's. 

The  second  major  problem  we  have  in  agriculture  is  the  ability  to 
service  debt.  This  is  tied  in  somewhat  with  the  instability  problem 
that  I  just  talked  about.  It  takes  a  tremendous  amount  of  capital  for  a 
farmer  to  operate  in  this  day  and  age;  the  land  that  he  has  to  buy, 
the  other  farm  inputs  that  he  has  to  purchase.  To  make  it  as  simple  as 
possible,  all  I  can  say  is  that  during  the  1970's  the  margin  for  error  in 
agriculture  became  thinner,  and  thinner,  and  thinner. 

To  give  you  one  example,  we  figure  now  that  it  takes  at  least 
$100,000  in  gross  income  to  make  an  average  living  for  a  family.  That 
will  probably  net  maybe  $15,000  or  $20,000  in  net  income,  for  living, 
for  a  family.  If  that  income  is  cut  from  $100,000  to  $90,000,  a  10  per- 
cent reduction  in  the  gross  income  we're  talking  about  now  be- 
cause of  prices,  or  drought,  or  something  else,  and  the  cost  of  inputs 
doesn't  cnange  at  all  and,  if  anything,  it  probably  goes  up,  I  think 
you  can  see  what  happens  to  net  income. 

You  start  out  and  you  have  $20,000  net  income,  the  difference 
between  $100,000  and  $80,000.  But  if  you  cut  the  gross  to  $90,000, 
right  away  your  net  income  is  cut  in  half.  So  the  amount  of  income 
that  it  takes  to  operate  in  this  day  and  age,  the  ability  to  service  all 
of  the  debt,  particularly  with  high  interest  rates,  is  a  real  problem. 

The  third  problem  that  I  see  in  agriculture — and  it's  already  been 
alluded  to  by  you  and  others — is  the  fact  that  inflation  is  hurting 
everyone.  And  I  think  that  it  hurts  particularly  those  that  are  trying 
to  begin  in  agriculture  and  those  that  are  trying  to  expand  their 
operations.  To  be  honest  about  it,  I  can't  sit  here  and  say  that  a  well- 
established  farmer,  who  has  all  of  his  land  paid  for  and  has  some 
assurance  that  through  irrigation  and  other  means  that  he  is  going  to 
have  a  decent  crop  every  year,  is  really  being  hurt  very  badly  in  this 
day  and  age.  However,  the  young  farmer,  who  is  trying  to  get  started 
and  looks  at  the  inflated  costs  that  he  has  to  pay  for  everything,  has 
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very,  very  severe  problems.  And  one  of  the  paradoxes  that  we  face  in 
agriculture  is  that  those  that  are  best  able  to  expand  in  agriculture 
and  to  grow  larger  are  those  that  are  probably  nearing  retirement. 
Those  that  should  be  expanding,  in  order  to  make  a  full  family-sized 
operation  of  it,  that  is,  the  younger  people,  are  the  ones  that  are 
having  the  most  difficulty. 

So  I  think  what  I  am  really  trying  to  allude  to  in  a  rather  general 
way — and  I  suspect  my  5  minutes  are  up,  and  probably  were  5  minutes 
ago — is  that  I  think  we  have  to  try  to  focus  on  the  realities  of  what 
some  of  today's  problems  are.  I  think  we  have  to  try  to  focus  our 
solutions  to  what  some  of  the  specific  problems  are  that  we  have  in 
the  decade  of  the  eighties. 

Senator  Zorinsky.  Thank  you. 

Dr.  Frederick,  do  you  feel  that  the  farmer-held  grain  reserves 
should  be  continued? 

Dr.  Frederick.  Yes;  I  do.  I  think  the  farmer-held  grain  reserve 
has  been  one  of  the  better  farm  program  innovations  in  the  last  50 
years.  It  has  not  met  with  unanimous  approval,  but  I  don't  know  of 
very  many  farm  program  provisions  that  have  met  with  unanimous 
approval.  But  I  think  when  you  take  it  in  total,  it  has  been  a  good 
provision. 

Senator  Zorinsky.  Should  any  changes  be  made  in  the  operating 
provisions,  such  as  release  and  call  levels,  and  how  about  storage 
and  interest  costs? 

Dr.  Frederick.  Yes;  I  made  some  specific  reference  to  that  in  my 
statement  here.  Let  me  just  say  very  briefly  that  the  release  and  call 
levels  need  to  be  farther  apart,  and  there  also  needs  to  be  some  en- 
couragement for  farmers  to  begin  selling  their  grain  while  it  is  in  a 
so-called  release  position  instead  of  simply  waiting  until  it  releases 
a  call  level.  That  really  hasn't  been  occurring  in  recent  years. 

As  far  as  interest  and  storage  payments  are  concerned  on  the  reserve, 
I  think  certainly  if  you're  going  to  have  farmers  participate  in  it,  there 
has  to  be  some  incentive  for  them  to  do  so.  I  am  not  absolutely  con- 
vinced, however,  that  the  first  year  of  interest  has  to  be  abandoned 
as  it  is  at  the  present  time.  In  other  words,  farmers  don't  pay  any 
interest  on  the  grain  reserve.  I  know  that  has  been  a  controversial 
thing.  But  it  seems  to  me  that  if  the  Government  pays  storage  and 
then  agrees  to  pay  the  interest  on  the  reserve  for  the  second  and  third 
years,  that  it  may  not  be  absolutely  essential  to  pay  that  interest  the 
first  year. 

Senator  Zorinsky.  What  about  the  current  $50,000  limitation  on 
deficiency  payments?  Should  it  be  decreased  or  increased? 

Dr.  Frederick.  Well,  that's  another  very  interesting  question.  I 
think  from  a  purely  economic  standpoint,  if  you  want  to  help  some 
of  the  young  farmers  and  you  want  to  help  some  of  those  that  are 
even  moderate  sized  farmers,  that  you  could  best  do  that  by,  perhaps, 
decreasing  the  $50,000  limitation.  I  wouldn't  suggest  that  you  go  to 
$20,000  as  it  was  only  a  few  years  ago,  but  I  think  maybe  something 
on  the  order  of  $30,000  or  $35,000  would  tend  to  target  programs  to 
those  that  are  most  in  need. 

Now  if  we  really  needed  the  very,  very  large  farmer  Government 
programs  in  order  to  reduce  agricultural  production,  then  I  would 
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er>'/s>*rft£*  yon  on  the  other  hand,  to  increase  payment  limitations 
became  you  need  to  do  everything  possible  to  bring  the  Ingest 
farmers  in.  But  1  am  not  mire  in  this  day  and  age  with  our  chronic 
excess  surpluses  probably  a  thing  of  the  past,  and  f annas  that 
are  in  the  very  large  categories  generally  doing  better  than  those 
that  are  in  the  moderate  and  small  categories,  that  we  need  the 
payment  limitation  of  $50,000. 

■Senator  Zoftixaxr.  Well,  it  should  be  pointed  out,  in  1978,  9  per- 
cent of  participating  farmers  received  46  percent  of  all  of  the  payments. 
1  think  that  very  graphically  illustrates  one  of  the  points  you  make 
with  that  dichotomy  on  big  or  small. 

Dr,  Frederick,  Right. 

1  hope  that  I  don  t  give  you  or  anyone  else  the  impression,  in- 
cidentally, that  I  am  making  a  grandstand  play  here  and  simply 
*aying  that  bigneaa  is  badness.  It's  not  that  at  all.  I  am  simply  say- 
ing that  if  you  want  Government  programs  to  accomplish  certain 
thing*,  then  vou  have  to  think  about  focusing  the  provisions  of 
program*  to  theme  people  that  are  in  the  greatest  need  oi  the  benefits. 

senator  Zorinsky.  Dr.  Turner,  are  you  familiar  with  a  bill  that 
we  panned  last  year  in  Congress  authorizing  16  agricultural  trade 
»lot*  for  foreign  countries  to  encourage  export  sales  of  agriculture? 

Dr.  Turner.  Yes,  sir. 

Senator  Zorinsky.  Do  you  support  a  program  of  that  nature 
in  encouraging  additional  exports? 

Dr.  Turner.  Yes,  I  certainly  do. 

Ah  I  tried  to  allude  in  my  earlier  comments,  I  think  we've  made 
a  great  deal  of  progress.  I  think  as  we  look  to  the  future,  the  opportuni- 
ty for  oven  greater  participation  of  U.S.  agricultural  producers  in 
world  markets  is  very  positive. 

Dr.  Volimor  commented,  and  I  did  not,  on  the  possibility  on  the 
livestock  side.  I  think  that's  a  rather  unexplored  area  at  this  point 
and  certainly  one  that  has  considerable  potential  as  well  as  in  the 
area  of  grains. 

Senator  Zorinsky.  Do  you  feel  that  embargoes  are  counterpro- 
ductive to  the  economic  interests  of  agriculture? 

Dr.  Turner.  1  certainly  do  from  the  economic  point  of  view.  But 
I  am  not  ho  naive  as  to  believe  that  we're  going  to  be  without  them. 

For  political  reasons,  they  will  continue  to  be  something  of  a  reality 
and  something  that  we'll  have  to  deal  with.  We  very  definitely  then 
need  some  protections  within  the  agricultural  act  being  considered. 
Otherwise,  the  producer  bears  the  full  risk  or  the  burden. 

Senator  Zorinsky.  Do  you  feel  that  a  loan  support  rate  should  be 
hooked  with  an  automatic  escalator  as  to  cost  of  production  in  periods 
of  embargo  to  offset  and  compensate  the  economic  deficiencies  con- 
tained from  an  embargo? 

Dr.  Turner.  I  think  there  would  be  definite  justification  during 
periods  of  embargo  for  something  that  is  totally  beyond  the  control 
of  the  producer. 

Senator  Zorinsky.  What  about  the  aftermath  of  an  embargo?  We 
never  seem  to  read  history  books.  We  always  think  we've  reinvented 
the  wheel  and  know  better  how  things  are  going  to  turn  out,  even 
though  they've  already  happened. 
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Take  the  soybean  embargo  against  Japan.  As  a  result  of  it  the 
Japanese  sent  some  people  aown  to  Brazil  and  developed  a  soybean 
supplier  second  only  to  our  own.  In  effect,  we  helped  create  our  biggest 
competitor  by  imposing  the  soybean  embargo.  How  do  you  square 
that  with  the  philosophy  of  embargoes  being  beneficial?  Although 
they  are  not  forever,  or  for  eternity,  the  aftermath  of  embargoes 
have  long-ranging  effects  upon  the  agricultural  industry. 

Dr.  Turner.  Unfortunately,  Senator,  I  don't  think  there's  any 
other  way  we  can  square  it,  you  know.  From  an  economic  sense,  1 
think  embargoes  make  very  little  sense.  The  economic  consequences 
will  be  very  long  term. 

Senator  Zorinsky.  Well,  let  me  ask  you  this  question.  Everybody 
seems  stereotyped  into  whether  there  should  be  an  embargo  or  there 
should  not  be  an  embargo,  which  indicates  we  have  two  choices  that 
we're  looking  at.  I've  raised  this  many  times,  but  it  falls  on  deaf 
ears,  that  if  we've  learned  anything  from  the  OPEC  nations,  we 
should  have  learned  to  raise  prices  in  lieu  of  an  embargo,  to  punish  a 
country,  to  transfer  their  wealth  to  our  Nation,  which  I  would  think 
is  far  more  punishing.  That's  what  they  are  doing  to  us  in  the  area  of 
energy  in  the  Middle  East  right  now. 

People  say,  "Well,  that's  hard  to  do."  Well,  so  is  an  embargo 
hard  to  do.  Most  of  them  don't  work.  What  is  the  matter  with  just 
setting  a  floor  under  which  exports  to  an  embargoed  nation — to 
penalize  them  pricewise  if,  indeed,  they  need  that  commodity? 

Dr.  Turner.  Economically  speakmg,  we  are  dealing  with  an 
excellent  commodity — food.  In  the  case  of  food,  we  can  raise  prices 
without  having  a  very  significant  effect  upon  the  quantity  that  is 
going  to  be  purchased.  It's  a  very  inelastic  demand  that  we're  dealing 
with.  And  so  we  have  all  of  the  ingredients  in  food  to  make  our  policy 
decisions,  perhaps  very  much  like  the  OPEC  nations  have.  So  certainly, 
again,  from  an  economic  point  of  view,  what  you  are  suggesting 
would  have  the  necessary  ingredients  to  work  in  a  very  positive 
fashion 

Senator  Zorinsky.  Thank  you. 

Gentlemen,  I  would  like  to  take  this  opportunity  to  congratulate 
Martin  Massengale,  who  was  formerly  the  vice  chancellor  of  the 
university's  Institute  of  Agriculture  on  Natural  Resources,  and  has 
just  been  named  the  chancellor  of  the  university.  I  would  express 
my  congratulations  to  him.  I  would  appreciate  it  if  you  would  pass 
that  on. 

Dr.  Turner.  Thank  you  very  much. 

Dr.  Frederick.  Thank  you. 

Senator  Zorinsky.  Incidentially,  as  the  day  wears  on,  those  who 
feel  like  it  is  a  little  warm  in  here,  please  don't  rest  on  protocol,  and  if 
you  want  to  take  your  jackets  off,  please  feel  free  to  do  so. 

I  appreciate  the  loan  of  the  city  council  chamber  from  the  city 
of  Lincoln  and  I  really  admire  Helen  Boosalis1  fiscal  conservatism 
in  not  using  air-conditioning  in  the  auditorium  here. 

Our  next  witness  is  Wendell  Gangwish  with  the  Nebraska  Farm 
Bureau. 

Wendell,  would  you,  please,  have  a  seat. 
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STATEMENT  OF  WENDELL  GANGWISH,  NEBRASKA  FARM  BUREAU 

FEDERATION 

Mr.  Gangwish.  Senator  Zorinsky,  it  is  certainly  a  privilege  to 
come  and  participate  in  this  hearing  and  testify. 

I'm  a  grain  and  livestock  farmer  from  Hall  County.  My  two  sons 
and  I  have  a  partnership  which  includes  about  1,500  acres  of  gravity 
irrigated  land.  Basically  we  produce  corn  and  soybeans  along  with  a 
livestock  enterprise  which  involves  a  semi-confinement  sheep  opera- 
tion of  600  ewes  as  well  as  lamb  feeding. 

I  am  president  of  the  Nebraska  Farm  Bureau  Federation,  a  general 
agricultural  organization  with  more  than  23,600  member  families.  It's 
in  that  capacity  that  I  testify  today. 

On  behalf  of  Farm  Bureau  members  in  Nebraska  we  commend 
Senator  Zorinsky  for  scheduling  this  field  hearing  on  a  new  farm  bill. 
We  appreciate  your  coming  to  the  Midlands  to  receive  our  testimony 
instead  of  expecting  us  to  travel  to  Washington,  D.C.,  to  express  our 
views  and  concerns  about  this  vital  issue. 

Agriculture  is  one  of  the  most  important  segments  of  our  Nation's 
economy.  This  country's  farmers  produce  an  abundant  supply  of  food 
to  feed  not  only  Americans  but  others  in  the  world.  The  exports  from 
agricultural  production  play  an  important  role  in  helping  offset  the 
substantial  imports  of  expensive  foreign  crude  oil. 

Agriculture  is  the  foundation  of  Nebraska's  economy.  The  pro- 
duction of  wheat,  feed  grains  and  our  livestock,  which  effectively 
utilize  feed  grains,  is  big  business  in  our  great  State.  A  healthy  agri- 
culture in  Nebraska  is  just  as  essential  as  a  healthy  and  prosperous 
economy  nationwide. 

Before  focusing  on  components  of  the  farm  program — Food  and 
Agriculture  Act — let  us  emphazise  that  agriculture  in  Nebraska  and 
this  Nation  cannot  continue  to  withstand  the  ever-spiraling  inflation. 
Our  costs  rise,  but  we  are  unable  to  achieve  commensurate  increases 
in  our  incomes  as  other  segments  of  the  economy  do  by  passing  on 
those  higher  expenses  to  the  consumers. 

The  Federal  Government,  both  the  President  and  Congress,  must 
sincerely,  aggressively,  and  immediately  attack  the  causes  of  this 
serious  economic  illness  plaguing  the  United  States. 

Farm  Bureau  members  consider  inflation  as  our  No.  1  economic 
problem.  We  have  adopted  policy  which  points  out  that: 

Inflation  is  a  result  of  long-term  monetary  problems  directly  related  to  year- 
after-year  expansions  of  the  Nation's  supply  of  money  and  credit  to  finance  Federal 
deficits. 

To  control  inflation  will  require  a  sustained  long-term  monetary  policy  ap- 
proach which  brings  the  Nation's  supply  of  money  and  credit  into  line  with  tne 
supply  needed  to  support  real  productive  economic  growth. 

Our  policy  also  suggests  that: 

We  must  increase  the  productivity  of  agriculture  and  the  United  States  econ- 
omy by  insisting  on  more  output  for  each  dollar  spent  throughout  the  economy. 
We  must  begin  a  national  campaign  to  attain  more  efficient  production  in  order  to 
compete  more  effectively  in  international  markets. 

Now  let's  turn  to  the  farm  program.  We  endorse  the  comprehensive 
statement  on  this  subject  presented  earlier  by  American  Farm  Bureau 
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Federation  president  Robert  B.  Delano.  We  would  like  to  reinforce 
parts  of  that  statement  which  emphasized  the  need  to  develop  a 
national  farm  policy  which  stresses  a  market-oriented  agriculture. 
We  think  that  a  market-oriented  agriculture  is  the  most  efficient 
means  of  producing  food  and  fiber  and  provides  farmers  with  the 
greatest  opportunity  for  economic  well-being.  Such  an  approach  would 

S'ant  farmers  and  ranchers  the  freedom  to  produce  for  a  profit, 
ur  members  also  believe  that  governmental  intervention  in  the 
market  system  should  be  kept  to  a  minimum  if  not  eliminated. 

Any  Government  farm  programs  should  be  so  designed  that  they 
let  the  law  of  supply  ana  demand  work  in  the  marketplace.  This 
concept  should  allow  producers  to  coordinate  supplies  with  markets 
using  farmer-owned  and  controlled  reserves. 

Next,  let's  elaborate  on  how  an  effectively  implemented,  market- 
oriented  farm  policy  might  minimize  the  need  for  and  the  use  of  price 
and  income  support  measures.  To  accomplish  this  it  should  maximize 
agricultural  efficiency  and  increase  agricultural  profit.  Farm  Bureau 
thinks  this  can  be  achieved  through : 

One,  assurance  of  unrestricted  access  to  domestic  and  world  markets 
so  farmers  can  recieve  the  highest  possible  market  prices; 

Two,  programs  to  help  farmers  obtain  needed  crop  and  market 
information,  research,  education  assistance  and  credit; 

Three,  programs  to  provide  workable  grades  and  standards  and  to 
safeguard  product  quality  through  inspection  services; 

Four,  programs  to  help  farmers  eradicate  or  control  plant  and 
animal  pests  and  diseases; 

Five,  programs  to  encourage  conservation  of  land  and  water  re- 
sources; 

Six,  programs  to  prevent  the  exercise  of  monopoly  power; 

Seven,  assurance  of  reliable,  unfettered  transportation  for  agri- 
cultural commodities;  and 

Eight,  programs  to  strengthen  farmer's  power  to  bargain  for  a  price. 

We  have  some  other  observations  and  recommendations  to  submit: 

Government  programs  should  be  carefully  designed  and  imple- 
mented to  avoid  conditions  which  are  self-perpetuating,  to  enhance 
our  competitive  position  in  world  markets  and  to  avoid  undue  in- 
terference with  market-directed  adjustments  in  production  and 
marketing. 

We  oppose  any  Government  efforts  or  programs  winch  attempt  to 
restrict  agricultural  exports  in  order  to  keep  domestic  prices  lower 
than  prevailing  world  prices. 

We  seek  an  economic  climate  in  which  farmers  can  produce  and 
market  without  the  threat  of  Government-controlled  surpluses 
being  used  to  manipulate  markets. 

A  national  farm  policy  carried  out  in  this  manner  will  assure  a 
positive  future  for  America's  family  farms  which  are  presently  un- 
equaled  anywhere  in  the  world  in  terms  of  performance  and  oppor- 
tunity. 

Early  program  announcements  by  USDA  are  essential  for  effective 
program  implementation.  Delaying  the  announcement  is  counter- 
productive to  the  effectiveness  of  programs. 

We  have  also  attached  to  this  statement  specific  Farm  Bureau 
policies  regarding  wheat  and  feed  grains.  In  addition,  we  have  some 
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other  m%%*atirx&  pertaining  to  these  programs.  Please  cooader  these 
a*  you  formulate  *uch  programs. 

In  ftOTidnHwn,  let  me  reiterate  oar  sincere  concern  that  while 
developing  ne-*'  or  modified  national  farm  pobcr— Congress  and 
the  President  man  take  bold  action  and  comprehensive  measures 
to  combat  inflation  which  adversely  affects  all  Americans — bat 
especially  tlwae  who  produce  food. 

We  alao  respectfully  request  that  any  national  farm  policy  be 
developed  within  a  market-oriented  framework.  In  oar  opinion,  a 
market-oriented  apiculture  is  the  most  efficient  method  of  producing 
food  and  fiber  which  also  provides  farmers  and  ranchers  with  the 
greatest  opportunity  for  economic  well-being.  It's  interesting  to  note 
that  those  natioas  of  the  world  where  the  Government  manages 
agriculture  that  the  people  are  generally  short  of  food. 

Remember  a  .sound  and  prosperous  U.S.  economy  must  be  founded 
upon  a  healthy  and  productive  agriculture  in  Nebraska  and 
nationwide. 

Thank  you  for  the  opportunity  to  testify  on  this  important  subject. 

WHEAT 

When  the  U.S.  wheat  carryover  exceeds  3  to  5  percent  of  world 
consumption,  it  shall  be  mandatory  for  the  Sscretary  of  Agriculture 
to  have  a  set-aside  program  for  producers  to  participate  in  vol- 
untarily. This  set-aside  should  be  large  enough  to  limit  production 
and  inventories  so  that  projected  carryover  will  not  exceed 
3  to  6  percent  of  world  consumption.  The  program  incentives  should 
be  adequate  to  encourage  producer  participation. 

USD  A  rules  and  regulations  implementing  wheat  production 
and  set-aside  provisions  should  include  consideration  of  normal 
summer  fallow  practices. 

Loan  rates  should  be  maintained  at  levels  that  do  not  stimulate 
overproduction. 

In  tho  event  of  transportation  problems  during  periods  when  reserve 

Erain  is  being  released,  we  urge  that  Government  storage  payments 
o  continued  until  the  redeemed  grain  is  shipped. 
We  support  the  farm  storage  and  drying  equipment  loan  program. 

FEED   GRAINS 

When  the  U.S.  feed  grain  carryover  exceeds  4  percent  of  world 
consumption,  it  shall  be  mandatory  for  the  Secretary  of  Agriculture 
to  havo  a  sot-aside  program  for  producers  to  participate  in  voluntarily. 
Tho  program  incentives  shoula  be  adequate  to  encourage  producer 
participation.  This  set-aside  should  be  large  enough  to  limit  pro- 
duction and  inventories  so  that  projected  carryover  will  not  exceed 
3  to  5  percent  of  world  consumption. 

Loan  rates  should  be  maintained  at  levels  that  do  not  stimulate 
overproduction. 

Wo  support  tho  farm  storage  and  drying  equipment  loan  program. 

IT8DA  should  grant  CCC  loans  to  corn  producers — comparable 
to  those  offered  wheat  and  grain  sorghum  producers  covering  in- 
and-out  elevator  charges  and  transportation  to  terminal  locations. 
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ADDITIONAL   SUGGESTIONS 


In  addition  we  suggest  that  loan  rates  should  be  set  at  levels  that 
will  not  artificially  stimulate  overproduction  or  adversely  impact 
our  competitive  position  in  international  markets  as  determined  by 
sound  economic  analysis. 

We  support  moving  away  from  dependency  on  target  prices  as 
a  part  of  future  farm  program  legislation. 

We  recommend  limiting  and  directing  the  discretionary  powers 
of  the  administration  to  make  changes  in  the  regulations  of  farm 
programs  so  as  to  minimize  the  disruptive  effects  on  the  orderly 
production  and  marketing  of  feed  grains. 

We  feel  producers  must  be  protected  against  the  adverse  effects 
of  embargoes  and  effort  should  be  made  by  the  Federal  Government 
to  insure  that  trade  embargoes  will  not  be  made  on  a  selective  basis. 

Senator  Zorinsky.  Thank  you. 

Wendell,  should  target  prices  be  continued  and  should  they  be 
set  relative,  if  they  are  continued,  or  should  they  be  set  relative  to 
the  cost  of  production,  parity,  or  at  the  discretion  of  the  Secretary 
of  Agriculture? 

Mr.  Gangwish.  Well,  target  prices  implement  a  mechanism,  as 
you  are  well  aware,  that  sets  in  a  deficiency  payment  schedule,  and 
we  have  serious  reservations  about  the  implementation  and  the 
effectiveness  of  this.  We  feel  that  the  free  market  system,  through 
supply  and  demand  will  continue  to  meet  most  of  these  demands — 
realizing  that  there  is  no  sector  in  our  American  society  that  wrestles 
with  risk,  like  the  American  farmer  does.  And  even  though  we  like 
to  eliminate  this  risk,  insofar  as  possible,  I  tend  to  feel  that  it's 
almost  an  impossibility.  That  target  price  concept  is  one  of  the 
mechanisms  that  has  been  in  place  in  the  current  act;  not  utilized 
lately.  But  here  again,  we  feel  that  the  international  community, 
involved  in  trade,  and  reflecting  food  demands,  around  the  world 
will  come  to  bear  to  the  place  that  it  won't  be  essential  that  target 
prices  be  a  high  priority. 

Senator  Zorinsky.  Well,  as  you  are  aware,  the  administration 
currently  is  contemplating  abolishing  target  prices.  My  concern 
is — and  I  agree  with  you,  we  haven't  used  them  in  recent  years, 
but  there's  also  the  other  concept  of  having  an  insurance  net  at  some 
future  date  with  respect  to  something  that  the  farmer  could  count 
on  as  a  floor. 

But  I  would  like  to  ask  you  about  a  bill  that  Senator  Jepsen  of 
Iowa  has  proposed  to  give  farmers  tax  incentives  for  conservation. 
Would  you  support  this  approach? 

Mr.  Gangwish.  I  think  that  has  real  merit.  As  far  as  the  issue  of 
conservation,  we  in  agriculture,  give  high  priority  to  our  land  and 
the  care  of  that  land  is  our  lifeblood,  and  I  don't  think  there's  any 
group  of  people  more  concerned  and  more  dedicated  to  taking  care 
of  that  land  than  we  as  producers  are.  And  as  far  as  a  tax  incentive, 
I  think  that's  a  meritorious  method.  I  think  the  cost-share  programs 
have  been  productive.  I  think  our  land  and  our  resources  are  handled 
in  a  stewardship  maimer,  better  today  than  we've  seen  in  our  lifetime, 
but  we  still  have  room  for  improvement. 

Senator  Zorinsky.  How  about  overregulation?  Have  you  got  any 
comment  to  make  on  that  with  regard  to  Federal  Government? 
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Mr.  Gangwish.  Very  definitely.  We  have  been  restricted.  We've 
been  curtailed.  We  hardly  know  which  way  to  turn.  Certainly  there 
can  be  much  progress  made  in  reduction  in  this  area. 

Senator  Zorinsky.  Thank  you  very,  very  much. 

The  next  witness,  Frank  Johannsen,  is  with  the  Nebraska  Agricul- 
tural Council  and  Nebraska  Wheat  Growers  Association. 

Welcome,  Frank,  and  thanks  for  attending. 

STATEMENT  OF  FRANK  JOHANNSEN,  PRESIDENT,  NEBRASKA 
AGRICULTURAL  COUNCIL  ALSO  REPRESENTING  NEBRASKA 
WHEAT  GROWERS  ASSOCIATION 

Mr.  Johannsen.  The  Nebraska  Agricultural  Council  appreciates 
this  opportunity  to  present  its  views  on  1981  food  and  agriculture 
legislation.  I  am  Frank  Johannsen,  a  Bayard,  Nebr.,  wheat  farmer  and 
president  of  the  Nebraska  Agricultural  Council. 

The  Nebraska  Ag  Council  supports  the  farm  program  concepts 
contained  in  the  expiring  Food  and  Agricultural  Act  of  1977,  ana  it 
believes  that  this  basic  policy  structure  should  be  maintained  in  1981 
legislation.  New  legislation  is  also  needed  that  would  protect  farmers 
and  domestic  markets  from  the  disruptive  impact  of  Government 
export  intervention.  We  also  urge  that  the  present  system  of  adminis- 
tering farm  programs  at  the  local  level  continue  with  the  use  of 
ASC  offices  and  the  farmer  elected  committeemen  system. 

The  Nebraska  Ag  Council  supports  the  adoption  of  a  4-year  farm 
bill  which  incorporates  the  continuation  of  target  price  and  acreage 
adjustment  programs.  The  target  price  mechanism  is  fundamental 
to  market  oriented  national  farm  policy  and  it  can  provide  a  much 
needed  measure  of  income  protection  for  farmers.  It  also  can  encour- 
age policymakers  to  seek  the  average  market  price  level  that  farmers 
must  have  if  they  are  to  keep  production  capabilities  in  readiness. 

We  also  recommend  continuing  the  normal  crop  acreage  concept. 
NCA  compliance  should  be  required  for  program  participation,  and 
receipt  of  any  program  benefits  even  in  years  without  set-aside  or 
diversion  programs.  We  also  feel  the  determination  of  set-aside  and 
diversion  programs  should  not  be  left  to  the  discretion  of  the  Secretary 
of  Agriculture.  Set-aside  or  paid  diversion  programs  should  become 
operable  whenever  the  farmer-owned  reserve  is  filled  and/or  projected 
carryover  stocks  for  wheat  and/or  sorghum  exceed  1  year's  domestic 
requirements.  Set-aside  or  paid  diversion  programs  should  become 
operable  for  corn  whenever  the  farmer-owned  reserve  is  filled  and/or 

Erojected  carryover  stocks  for  total  coarse  grains  exceed  1.3  to  1.5 
illion  bushels. 

The  Nebraska  Ag  Council  views  the  regular  loan  and  the  farmer 
owned  reserve  programs  as  core  programs,  which  are  integral  to  suc- 
cessful marketing,  farm  profitability  and  keeping  our  farmers  ability  to 
meet  domestic  or  world  demands  in  readiness.  It  is  essential  that  the 
loan  program  provide  sufficient  cash  proceeds  for  the  farmer  to  offset 
out-of-pocket  costs,  and  it  is  likewise  essential  that  the  3-year  reserve 
program  offer  adequate  incentive  for  the  farmer  to  participate. 

The  reserve  is  more  than  a  stock  management  tool  for  farmers.  It 
provides  a  steady  source  of  grain  supplies  to  meet  not  only  domestic 


Digitized  by 


Google 


19 

demands,  but  export  needs  as  well.  However,  the  program  will  ac- 
complish none  of  these  aims,  if  it  is  not  attractive  to  farmers,  and 
it  will  only  be  attractive  if  it  offers  financial  incentive  to  farmers  for 
storing  grain  under  established  rules  and  the  expectation  that  higher 
average  market  prices  are  possible. 

We  also  feel  strongly  that  loan  and  support  levels  should  be  estab- 
lished as  a  percentage  of  the  parity  price.  Grain  objectives  are  for 
a  regular  loan  set  at  70  percent  of  parity,  and  a  reserve  loan  set  at 
80  percent  of  parity  with  interest  waived  for  the  full  3-year  term 
of  the  extended  loan.  The  reverse  release  level  should  be  set  at  90 
percent  of  parity  and  the  call  at  100  percent  of  parity,  also  a  staggered 
call  system  should  be  devised.  The  target  price  should  be  set  at  90 
percent  of  parity. 

The  Nebraska  Ag  Council  is  100  percent  opposed  to  grain  embargoes 
exclusively.  We  claim  that  selective  embargoes  such  as  the  1980 
restrictions  on  Soviet  grain  trade,  which  the  present  administration 
has  held  in  place,  to  be  particularly  offensive.  When  foreign  policy 
embargoes  are  deemed  to  be  in  the  national  interest,  the  export  con- 
trol should  be  total,  and  should  apply  to  all  commerce  with  the 
involved  nation. 

When  an  embargo  or  other  form  of  export  restriction  is  placed  on 
grain  sales  for  purposes  of  short  supply,  national  security  or  foreign 

Eolicy  loan  rates  should  automatically  be  set  at  100  percent  of  parity, 
uch  a  provision  will  protect  grain  markets  from  serious  disruption, 
and  it  will  insure  that  any  future  embargoes  of  U.S.  agricultural 
commodities  will  not  be  borne  exclusively  by  the  Nation's  farmers. 
We  recommend  that  the  dairy  section  provide  that  price  supports 
range  from  75  to  90  percent  of  parity  based  on  the  annual  purchases 
of  dairy  products  by  the  Commodity  Credit  Corporation. 

Coupled  with  the  variable  support  levels,  we  are  also  asking  that 
the  following  actions  be  taken: 

(a)  The  CNI  reconstituted  milk  proposal  be  denied. 
(6)  Casein  imports  be  restricted. 

(c)  Government  sell  back  of  dairy  products  be  increased  to  110 
percent  of  purchase. 

(d)  Dairy  farmers  be  assured  that  they  will  be  paid  a  price  that 
equates  to  the  support  level  or  higher. 

We  also  urge  the  continuation  of  authority  and  adequate  funding 
for  Public  Law  480.  We  believe  the  Reagan  administration's  proposal 
to  phase  back  titles  I  and  III  of  Public  Law  480  is  a  mistake,  which 
fails  to  take  account  of  the  market  development  benefits  of  these 
programs. 

Further,  more  benefits  could  be  derived  for  farmers  with  the  es- 
tablishment of  a  revolving  fund  for  CCC  export  credits.  Repay- 
ments from  outstanding  loans  including  interest,  should  revert  Sack 
to  the  fund  for  use  in  making  future  loans.  We  also  support  an  in- 
crease in  the  CCC  all-risk  export  loan  guarantee  program  from  $2 
billion  to  $4  billion. 

We  are  aware  of  the  Federal  outlays  which  are  called  for  in  the 
above  recommendations,  and  we  are  likewise  aware  of  the  widespread 
commitment  to  cut  back  overall  Federal  spending.  However,  outlays 
for  marketing  operations  such  as  the  loan  and  reserve  programs  and 
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outlays  for  foreign  sales  expansion  such  as  CCC  credit  and  Public 
Law  480  programs,  yield  benefits  to  the  Nation  which  far  exceed 
the  budgetary  investment  in  these  undertakings.  We  do  not  want 
to  see  our  share  of  foreign  markets  decline,  which  would  also  mean 
a  dollar  loss  in  our  balance  of  trade  position,  because  of  shortsighted 
economic  decisions. 

Thank  you  for  the  opportunity  to  appear  at  this  hearing  and 
present  our  views. 

Senator  Zorinsky.  Frank,  let  me  ask  you  this  question:  A  recent 
congressional  research  service  study  indicates  that  if  Public  Law 
480  were  phased  out,  American  wheat  farmers  would  have  to  find 
another  market  outlay  for  476  million  bushels  of  wheat  over  the 
next  4  years.  Cash  farm  receipts  for  food  grains  would  drop  by  $2 
billion  per  year,  if  the  program  were  phased  out.  Do  you  consider 
Public  Law  480  a  good  use  of  taxpayer's  money? 

Mr.  Johannsen.  We  feel  it  is  because,  as  you  well  know,  the 
balance  of  trade  benefits  from  that  amount  of  increased  dollar  sales, 
we  feel,  far  outweigh  what  the  program  costs;  that  is,  the  return  here 
in  making  jobs  available  in  the  United  States,  keeping  people  gain- 
fully employed,  and  this  sort  of  thing,  are  a  part  of  this. 

Senator  Zorinsky.  Then  your  association  would  support  the 
retention  of  Public  Law  480  funds? 

Mr.  Johannsen.  Yes;  Public  Law  480  funds  should  be  retained. 

Senator  Zorinsky.  Frank,  should  the  cost  of  production  be  used 
to  determine  target  or  loan  support  prices  include  land  values? 

Mr.  Johannsen.  Oh,  definitely,  we  feel — and  we've  been  saying 
this  for  a  number  of  years — that  cost  of  land  is  a  factor  in  figuring 
cost  of  production  and,  perhaps,  maybe  one  of  the  fairest  ways  <h 
determining  a  figure  to  use  in  cost  of  production  is  to  look  at  what 
the  rent  share  on  land  might  be,  what  that  might  contribute,  when 
you  base  "What  does  it  cost?",  in  the  figuring  of  the  farm  production. 
Land  values  from  the  time  you  purchased  it  40  years  ajgo,  or  if  you 
purchased  it  last  year,  but  rent  shares,  as  a  contributing  factor  to 
the  landowner,  are  more  stable,  we  thought. 

Senator  Zorinsky.  Well,  are  the  rent  shares  related  in  any  way 
to  the  land  value? 

Mr.  Johannsen.  They  are  a  return  to  the  landowner. 

Senator  Zorinsky.  Then  my  next  question  would  be:  Would 
you  be  supportive  of  regional  land  values,  or  do  you  feel  there  should 
just  be  one  national  average  land  value,  which  is  part  of  a  formula 
mcluded  in  cost  of  production  figure,  in  the  inclusion  of  loan-support 
prices? 

Mr.  Johannsen.  That  is  a  factor  that  very  much  enters  into  it. 

Senator  Zorinsky.  I  make  that  observation  strictly  as  someone 
who  for  4H  years  hasn't  been  able  to  find  a  $150,000  house  in 
Washington  that  isn't  ready  to  fall  down  around  your  ears  and, 
yet,  you  can  buy  a  mighty  fine  home  for  that  amount  out  here.  I 
guess  the  point  I  am  making  is:  Do  you  feel  that  a  regional  cost- 
of-production  figure,  based  on  the  changing  land  values  from  area 
to  area,  would  be 

Mr.  Johannsen.  That  definitely  is  a  factor  and  should  be  reflected 
in  how  the  rent  share — in  farms  that  are  rented,  should  reflect  a  re- 
turn to  the  landowner  then,  and  so  this  could  be  built  into  it  in 
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this  way,  if  land  is  more  expensive  and  landowners,  who  are  not 
operators,  have  a  tendency  to  recover  their  cost. 

Senator  Zorinsky.  As  you  know,  I've  been  on  the  Agri- 
culture Committee  for  4  years  now,  since  1977,  and  every  time  we 
come  to  the  cost  of  production  figure,  the  big  variance  always  seems 
to  be  in  that  one  item.  You  know,  you  can  pretty  much  get  a  handle 
on  pesticide,  fertilizer,  the  staples — energy,  but  the  elusive  things 

Mr.  Johannsbn.  Uh-huh ;  that's  why  we're  saying  that  this  return 
to  landowers  from  renters  might  be  the  tool  that  could  phase  this 
thing  over  the  country.  If  land  is  more  expensive  and  the  landowner 
wishes  to  have  a  return  on  his  investment,  he  has  the  ability 
to  negotiate,  whether  it's  a  third  of  the  rent,  a  third  of  the  production, 
$100  an  acre,  or  whatever,  and  so  there  might  be  a  good  yardstick 
then  in  basing  what  value  the  land  contributes  to  the  cost  of  pro- 
duction then. 

Senator  Zorinsky.  What  should  be  the  function  of  the  Commodity 
Credit  Corporation  loans?  Do  you  think  they  should  raise  prices  above 
normal  market  levels,  or  simply  be  a  means  of  stabilizing  prices  when 
supplies  are  large? 

Mr.  Johannsen.  Basically,  the  function,  I  think,  of  a  regular 
Commodity  Credit  loan  to  farmers  is  as  a  marketing  tool.  It's  not 
really  a  price  stabilizing  tool.  We  look  at  target  prices  as  being  more 
of  a  factor  in  stabilizing  a  price  to  the  farmer  than  we  do  the  loan 
rate.  The  loan  is  a  tool  in  the  farm  program,  that  if  the  farmer  needs 
to  recover  some  out-of-pocket  costs,  until  he  feels  that  it  is  time  to 
market  his  grain,  then  tnis  money  is  available  to  him. 

There  were  times  when  farmers  had  some  difficulty  in  borrowing 
that  amount  of  money  locally,  and  so  with  the  Government  function 
then  of  being  able  to  come  in  with  some  Commodity  Credit  funds  and 
raise  the  money  available  in  rural  areas  to  adequately  take  care  of 
farmers  who  wanted  to  carry  grain  a  little  more  past  harvest  time, 
that  loan  program  then  enabled  them  to  take  a  loan  on  this  grain, 
hold  it  until  they  felt  the  best  time  was  to  market  it. 

I  don't  really  think  that  a  loan  is  really  supposed  to  be  designed 
as  a  stabilizing  tool.  I  think  if  prices  fluctuate  because  of  Government 
actions,  or  drought,  or  anything  like  this,  or  excess  production  because 
of  good  weather,  that  then  the  target  mechanism  should  be  able  to 
take  those  peaks  and  valleys. 

If  you've  got  a  peak  and  prices  go  up,  as  we've  had  in  the  past 
years,  the  target  prices  aren't  a  necessary  tool.  If  we  get  into  a  sit- 
uation where  wheat  is  bordering  right  now,  of  almost  a  billion  bushels 
carryover,  then  I  feel  that  we  have  a  definite  need  for  target  prices. 
Because  if  we  have  the  production  in  the  coming  year  that  it  looks 
like  we  are  going  to  have,  not  only  in  the  United  States  but  world- 
wide, and  we  do  not  resolve  the  ability  to  utilize  all  of  the  export 
markets,  we're  going  to  see  wheat  prices  decline  and  the  target 
price  will  be  needed  then  to  take  that  depression  or  valley  out  of 
prices. 

Senator  Zorinsky.  You  would  be  in  favor  of  retaining  the  target 
price? 

Mr.  Johannsen.  Definitely  so. 

Senator  Zorinsky.  Thank  you  very,  very  much,  Frank. 

Neil  Oxton  and  Albert  Sass,  the  Nebraska  Farmers  Union. 
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STATEMENT  OF  NEIL  OXTON  AND  ALBERT  SASS, 
NEBRASKA  FARMERS  UNION 

Mr.  Oxton.  Senator  Zorinsky,  we  of  the  Nebraska  Farmers  Union 
thank  you  for  coming  out  here  to  the  Midwest,  to  Nebraska  specif- 
ically, and  we  understand  your  wish  to  hear  from  bona  fide  farmers 
themselves,  so  we  have  a  man  from  Grand  Island,  a  long  time  Farmers 
Union  member,  that  works  100  percent  of  his  time  on  the  farm  and 
we  asked  him  to  give  our  statement  this  morning. 

Senator  Zorinsky.  Thank  you,  Neil. 

Mr.  Oxton.  Albert  Sass? 

Mr.  Sass.  My  name  is  Albert  Sass.  I  farm  in  partnership  with 
my  brother  George  and  my  son  Jon.  We  raise  corn  and  cattle  on 
480  acres  located  on  the  east  edge  of  Grand  Island.  We  consider 
ours  to  be  a  typical  family  farm  operation. 

I  represent  the  Farmers  Union  of  Nebraska,  an  organization  we 
have  belonged  to  ever  since  we  began  farming.  It  is  a  pleasure  for 
me  to  appear  before  this  hearing  and  we  welcome  the  opportunity  to 
give  our  input  regarding  the  1981  farm  bill.  Let  me  say  at  the  outset, 
our  farmers  have  come  to  know  and  trust  the  farm  bill.  We  strongly 
recommend  its  extension  for  4  years. 

As  you  know,  Mr.  Chairman,  Farmers  Union  has  been  drawing  upon 
its  membership  for  the  past  year  and  a  half  to  prepare  ourselves  for 
this  opportunity.  Our  ideas  come  from  grassroot  farmers  like  myself. 

There  is  a  deep  sense  of  urgency  within  our  State  today.  The  auction 
sale  bills  are  excessive  this  spring  and  are  an  indicator  of  what  is  wrong. 
Prices  for  our  grain  and  livestock  are  not  keeping  up  with  the  pace 
set  by  raging  inflation.  We  can  no  longer  continue  to  pay  high  fuel 
prices,  for  instance,  with  borrowed  money  at  the  present  rate  of  in- 
terest. These  interest  rates  are  sure  to  remove  their  profits.  Yet  too 
many  farmers  and  ranchers  are  depending  upon  credit  which  is  about 
to  be  denied  them. 

Therefore,  we  solicit  the  Congress  to  retain  the  concept  of  parity 
in  the  1981  farm  program.  Here  in  Nebraska,  we  export  much  of  our 
grain  and  transportation  costs  are  increasing  by  leaps  and  bounds.  Our 
commitment  to  parity  is  unwavering  and  we  feel  that  parity  should  be 
a  part  of  any  farm  bill  until  something  better  comes  along.  Parity 
has  been  a  part  of  Farmers  Union  policy  for  several  decades. 

Loan  levels  should  be  set  at  not  less  than  75  percent  of  parity  on 
grains.  It  is  essential  to  assure  our  products  are  not  sold  overseas  for 
less  than  it  costs  to  produce  them. 

Farmers  Union  members  also  appreciate  the  reserve  section  of  the 
1977  Farm  Act.  We  are  certain  it  has  proven  to  serve  the  best  interests 
of  consumers  and  farmers  alike.  Doing  away  with  storage  and  reserves 
would  force  farmers  into  a  position  of  virtual  distress  selling  of  grains 
making  us  helpless  against  speculative  manipulation  of  the  commodity 
markets. 

Farmers  Union  of  Nebraska  favors  extension  of  the  1977  farm  bill 
and  most  if  not  all  of  its  provisions.  Pragmatically,  we  recognize  the 
need  for  us  to  give  up  some  of  its  benefits  in  face  of  the  present  ad- 
ministration's attitude.  Now,  more  than  ever  before,  we  need  greater 
market  stability. 

We  believe,  Mr.  Chairman,  that  you  and  your  committee  will  serve 
the  best  interests  of  the  American  people  and  farmers  in  particular  if 
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you  will  persist  and  insist  upon  the  renewal  of  sale  of  our  grains  to 
the  Soviet  Union.  It  is  not  the  Soviet  embargo  I  refer  to  but  rather 
the  5-year  agreement  which  expires  within  a  few  months.  Our  grain 
prices  will  be  subject  to  considerable  wild  fluctuation  if  this  is  not 
consumated.  Even  the  guessing,  whether  we  will  or  will  not  renew, 
will  become  a  factor  in  our  markets  as  we  approach  decision  t  me  on 
this  important  pact. 

Public  Law  480  has  always  been  a  priority  portion  of  the  farm  bill 
for  Farmers  Union.  We  continue  in  its  support  and  implore  the  Con- 
gress and  the  administration  to  keep  this  program  in  place  and  fully 
funded.  Sharing  of  our  food  is  the  better  part  of  an  effective  foreign 
policy,  creating  better  and  lasting  relationships  with  recipient 
countries.  Seven  of  our  ten  $1  billion  customers  for  American  farm 
products  are  graduates  of  the  food-for-peace  program. 

It  naturally  follows  then,  that  Farmers  Union  favors  continued 


funding  of  the  Export-Import  Bank. 
Finally,  we  wisn  to  pomt  o 


out  a  concern  of  our  membership  that 
has  arisen  in  recent  months.  This  is  the  business  of  import  restrictions, 
particularly  as  applied  to  Japan.  The  Japanese  are  now  our  largest 
foreign  customer  and  a  good  one.  We  urge  the  Congress  not  to  allow 
the  administration  to  tamper  with  the  successful  trade  relationship 
that  presently  exists. 

In  conclusion,  I  hope  that  Congress  has  the  foresight  not  to  make 
cuts  in  the  budget  which  will  remedy  one  problem  with  short-term 
relief  at  the  cost  of  another  area  in  the  economy.  Our  producers 
must  be  able  to  make  a  profit  to  remain  in  farming  and  ranching. 
Unless  conditions  turn  around,  we  might  find  that  American  farmers 
will  be  unable  to  feed  our  Nation,  let  alone  the  world. 

Our  thanks  for  your  courtesy  and  consideration  of  this  testimony 
in  behalf  of  Nebraska  Farmers  Union. 

Senator  Zorinsky.  Thank  you,  Al,  a  very  good  presentation, 
and  I  would  like  to  ask  you  about  jour  concept  then  on  the  current 
issue  in  the  Congress  now  about  imposing  a  quota  system  on  the 
importation  of  cars  from  Japan. 

You  would  support  more  a  voluntary  basis  between  Japan's  voli- 
tion on  their  own  to  reduce  imports,  rather  than  an  imposition  of 
a  quota  system? 

Mr.  Sass.  We  would  strongly  oppose  any  imposition  of  a  quota 
system. 

Japan,  while  it  is  today  our  largest  buyer — the  potential  is  still 
tremendous  for,  like  you  mentioned,  beef  and  otner  agricultural 
commodities,  and  we  would  look  very  bleakly  at  any  type  of  com- 
pulsory restraints. 

Senator  Zorinsky.  As  we  often  forget,  it's  always  a  two-way 
street. 

Mr.  Sass.  Eight. 

Senator  Zorinsky.  And  if  we  expect  to  export,  we  have  to  accept 
some  imports  on  an  equitable  and  fair  basis. 

Mr.  Sass.  Surely. 

Senator  Zorinsky.  I  spoke  to  the  Tokyo  Chamber  of  Commerce 
\y2  years  ago  and  I  mentioned  to  them  their  cost  of  steaks  at  $36 
a  pound  at  the  grocery  store.  I  said,  "If  you  will  let  us  compete  in 
your  market,  we  certainly  could  help  your  consumers  obtain  that 
beef  at  a  lesser  cost  and  even  a  better  grade  of  beef."  And  their 
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answer  to  me  was,  "Well,  we  don't  know  why  you  are  so  concerned 
about  beef.  It's  not  a  very  large  share  of  our  diet.  We  mostly  eat 
fish." 

And  I  said,  "At  $36  a  pound,  I  am  surprised  you  eat  any  beef." 

But  I  told  them  that  there  was  a  way  that  we  could  increase  that 
consumption  of  beef  over  there  and,  of  course,  it's  the  economics 
of  the  matter. 

Do  you  believe  that  there  are  any  adjustments  or  fine  tuning  that 
needs  to  be  done  on  the  farmer-held  reserve  program? 

Mr.  Sass.  I  think  it  has  worked  real  well  just  the  way  it  is.  Now 
if  there  was  to  be  any  change,  I  would  suggest  that  the  call  rate  be 
raised.  That  would  be  the  only  change  that  I  would  suggest. 

Senator  Zorinsky.  As  1  understand  it,  the  administration  is 
considering  doing  away,  as  we  previously  discussed  with  the  tar- 
get price  program.  I  would  judge  from  your  previous  testimony, 
that  you'd  support  retention  of  the  target  price  program. 

Mr.  Sass.  Yes;  however  we  don't  put  strong  emphasis  on  that. 
It  hasn't  been  that  important,  hasn't  been  that  big  a  factor  in  re- 
cent years.  I  think  that  the  future  holds  more  possibility  for  markets, 
rather  than  necessarily  stabilizing  the  prices  through  the  target 
concept.  Now  there  are,  of  course,  cases — and  I  think  they  have 
been  mentioned — of  disaster,  crop  failure  or  economic  situations 
that  they  would  come  into  play. 

Senator  Zorinsky.  Do  you  think  they  should  come  into  play  in 
the  event  of  MX  missile  silos  replacing  agricultural  cropland? 

Mr.  Sass.  Well,  that  might  be  another  situation. 

Senator  Zorinsky.  Neil,  would  you  like  to  add  to  that? 

Mr.  Oxton.  Well,  I  would  just  like  to  say,  Senator,  that  if  we 
are  to  give  up  something  in  the  farm  program,  I  think  one  of  the  things 
that  we  would  give  up  first  would  be  the  target  price  concept. 

Senator  Zorinsky.  Thank  you  very,  very  much  gentlemen. 
I  appreciate  your  presence  here. 

Ed  Tvrdy,  the  Nebraska  Farmers  Organization? 

[No  response.] 

Kirk  Jamison  and  Jim  McBr'de,  Kirk  being  with  the  Lincoln 
Production  Credit  Association,  and  Jim  McBride  with  the  Nebraska 
Bankers  Association.  Are  you  gentlemen  here? 

Jim,  do  you  want  to  start  off? 

STATEMENT   OF   JAMES   W.    McBREDE,   PRESIDENT,    FIRST   NA- 
TIONAL BANK  &  TRUST  CO.,  AURORA,  NEBR. 

Mr.  McBride.  I  am  James  W.  McBride,  president  of  the  First 
National  Bank  &  Trust  Co.  of  Aurora,  Nebr.  and  also  immediate 
past-president  of  the  Nebraska  Bankers  Association.  I  reside  in 
Aurora,  Nebr.,  which  is  a  rural  community  situated  in  the  heart 
of  our  State.  This  area  is  primarily  of  deepwell  irrigated  ground. 
Our  primary  crops  are  irrigated  corn,  soy  beans,  and  grain  sorghums. 

I  am  very  concerned,  as  an  agricultural  banker  and  a  representative 
of  the  Nebraska  Bankers  Association,  of  the  ramifications  that  could 
result  from  any  major  and/or  rapid  changes  in  the  Food  and  Agri- 
cultural Act.  The  programs  that  have  been  set  forth  in  the  past 
need  to  be  updated  and  revised.  They  are  outmoded  in  many  ways, 
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buried  in  redtape  and  reams  of  paperwork.  These  revisions  need  to 
be  carefully  planned  with  input  from  people  dealing  with  them  on 
an  ongoing  basis,  with  well-thought-out  programs  for  changes. 

We  nave  developed  a  very  productive  and  efficient  agricultural 
economy  in  our  Nation.  It  is  one  that  is  noted  as  providing  cheap 
food  for  not  only  our  Nation  but  for  many  other  nations  and  peoples 
of  the  world.  The  U.S.  Government  has  been  using  farm  commodities 
as  a  ploy  or  tool  in  international  dealings.  We,  in  no  way,  can  have 
the  farmers  of  this  Nation  suffering  the  consequences  of  a  suddenly 
evaporating  market  because  of  decisions  made  in  our  Nation's  Capital 
which  do  not  affect  agriculture,  rather  international  relations. 

We  have  seen  the  deregulation  of  the  oil  industry,  and  in  turn 
the  rapid  rise  in  our  costs  of  all  oil-related  products.  These  products 
are  very  essential  in  the  production  of  food  for  this  Nation,  and  with- 
out the  rise  in  price  of  the  end  product,  which  is  grain  itself,  the 
Nation's  farmers  cannot  continue  to  efficiently  operate  to  supply 
this  cheap  food. 

There  is  a  very  strong  and  urgent  need  for  the  farmers  to  have 
a  price  or  loan  support  rate  in  the  range  that  will  cover  the  immediate 
and  necessary  costs  of  raising  the  farm  commodity.  We  need  some 
guarantee  of  a  base  rate,  so  that  they  can  do  some  planning,  not  only 
for  this  year  but  for  5  years  hence.  We  need  less  political  intervention 
in  the  marketplace  of  the  food  industry,  so  that  the  Nation's  farmers 
can  once  again  be  operating  on  a  profitable  basis.  I  look  at  the  com- 
parison of  operating  costs  from  1977  through  1980,  and  find  that 
they  are  double,  while  there  was  not  an  increase  in  this  proportion 
in  the  net  price  received  for  the  grain.  The  average  price  for  corn 
for  December  delivery,  in  1977,  was  $1.99,  while  in  1980,  we  saw 
an  average  for  December  delivery  of  $2.78.  This  increase  in  the  price 
of  corn  does  not  cover  the  increase  in  the  cost  of  production. 

I  do  not  know  how  the  Nation's  farmers  can  continue  to  survive 
in  the  cost-price  squeeze  that  now  exists.  Once  the  failures  of  the 
American  farmers  start,  we  will  see  consolidation  into  the  farming 
corporate  giants  and  also  this  will  cause  the  demise  of  the  rural 
American  farmers  start,  we  will  see  consolidation  into  the  farming 
communities  of  this  Nation.  This  should  not  be  allowed  to  happen, 
and  unless  this  bill  is  properly  handled  it  can  happen  in  every  State 
of  this  Nation. 

The  Farmers  Administration  has  done  a  good  job  of  servicing  the 
agricultural  needs  for  financing  through  the  years.  Over  die  past 
30  years  I  have  spent  in  banking,  I  have  seen  numerous  young  farmers 
purchase  their  first  farm  through  the  farm  ownership  program.  The 
programs  that  have  existed  are  for  the  betterment  of  all  rural  America. 
We  saw  the  gain  embargo  imposed  by  President  Carter  on  grain 
shipments  to  Kussia.  We  still  have  no  relief  from  this  embargo  and 
from  reading  the  news  on  a  day-to-day  basis,  we  see  little  relief  in 
sight.  This  had  greatly  effected  the  farm  economy  and  has  caused 
much  reduced  income  to  all  the  grain  producers  throughout  our 
Nation.  To  offset  the  losses  resulting  from  this  embargo,  we  saw  the 
Farmers  Home  Administration  being  allowed  to  process  economic 
emergency  loans  through  a  new  program.  We  have  disaster  loans 
being  granted  by  this  same  agency  because  of  crop  disasters  during 
this  past  year,  resulting  from  drought  and  disease.  Farmers  of  this 
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Nation  do  not  need  more  loans,  they  do  not  need  more  debt  to  service, 
rather  they  need  a  base  price  or  a  target  price  which  they  are  guar- 
anteed, which  will  cover  their  operating  costs  and  at  this  price,  if 
necessary,  they  could  put  the  grain  in  a  reserve  program.  The  need  to 
immediately  cover  their  operating  costs  is  essential.  The  reserve  pro- 
gram has  never  been  one  to  cost  the  Government  anything  but  pos- 
sibly a  small  amount  of  interest  subsidy,  at  any  time  during  the  past 
25  years.  We  have  not  seen  the  Government  having  to  redeem  the 
feea  grains  at  a  price  which  is  in  excess  of  the  market  at  any  time 
during  that  term  of  years.  The  market  is  rather  set  using  this  price 
more  as  a  base  and  in  turn  gives  us  a  little  protection,  both  as  lenders 
and  in  protecting  the  farmers,  who  are  essential  to  all  of  us  in  rural 
Nebraska. 

The  programs  which  include  the  farm  storage  facility  loans  and 
the  farmers  held  grain  reserve,  are  two  programs  which  are  necessary 
for  us  to  have  in  order  for  the  farmers  to  profitably  hold  and  have  an 
orderly  marketing  process  for  not  only  tnem  as  the  producers,  but 
for  the  grain  dealers  and  exporters  and  probably  the  most  important, 
the  grain  haulers,  which  are  the  railroads  themselves. 

The  call  program  established,  should  be  one  where  in  all  the  feed 
grains  would  not  be  called  on  a  specific  date,  but  a  limit  to  the  number 
of  bushels  called  should  be  set  and  spread  out  so  that  the  call  dates 
for  a  more  even  flow  of  grain  through  the  pipeline  to  major  grain 
terminals  or  ports,  could  be  effective. 

We  need  some  stability  in  the  markets.  We  need  some  stability  in 
farming.  Further  loans  or  disaster  programs  which  increase  the  debt 
liability  of  the  farmers  of  this  Nation,  are  not  the  answer.  I  am 
firmly  convinced  that  the  Farmers  Home  Administration  needs  to 
update  their  procedures,  so  that  a  man  applying  for  a  disaster  loan 
does  not  have  to  wait  6  months  to  get  his  money.  A  farmer  applying 
for  an  economic  emergency  loan  should  not  look  at  receiving  funds  6 
months  to  a  year  after  application,  and  the  farm  ownership  loans  are  now 
looking  at  2  to  3  years  of  funding.  This  is  absurd.  We  in  no  way 
can  handle  business  in  this  manner  and  there  must  be  some  way  to 
more  efficiently  operate  this  department. 

We  are  not  asking  for  special  considerations  or  concessions,  but 
rather  the  opportunity  to  make  a  living  on  a  family  farm.  Every 
other  industry,  irregardless  of  its  location  or  type,  does  receive  some 
support  through  loan  guarantees,  accelerated  depreciation  allowances, 
oil  depreciation  allowances,  or  interest  or  tax  incentive  programs. 

I  am  speaking  as  an  agricultural  banker  who  has  been  involved  and 
I  hope  will  always  be  involved,  in  the  agricultural  community  of  this 
State.  I  am  firmly  convinced  that  agriculture  is  the  economic  backbone 
of  this  Nation.  It  should  not  be  the  politician  or  the  bureaucrats 
in  Washington,  who  wrote  our  new  farm  policy  or  update  the  present 
policy.  We  must  have  a  firm  commitment,  and  input  from  the  agri- 
cultural producers  and  bankers  to  help  shape  this  policy.  One  not 
only  for  the  betterment  of  agriculture  but  of  our  Nation.  We  cannot 
afford  the  bureaucracy,  who  had  demonstrated  their  lack  of  under- 
standing, especially  during  this  past  year,  of  the  basics  of  agriculture 
and  they  are  working  for  our  detriment  and  possible  downfall  if  they 
continue  on  the  path  they  have  drawn  for  us. 
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I  am  concerned  about  the  future  of  agriculture,  but  more  concerned 
about  the  future  of  the  Nation,  if  we  do  not  stabilize  th  s  basic  eco- 
nomic industry,  which  is  very  essential  for  a  strong  nation. 

Senator  Zorinsky.  Thank  you,  Jim,  thank  you  for  being  here. 

Mr.  Jamison,  would  you  make  your  presentation? 

STATEMENT  OF  E.  KIBE  JAMISON,  PRESIDENT,  LINCOLN 
PRODUCTION  CREDIT  ASSOCIATION 

Mr.  Jamison.  My  name  is  Kirk  Jamison  and  I  am  president  of  the 
Lincoln  Production  Credit  Association.  Lincoln  PCA  is  a  farmer- 
owned  lending  cooperative  financing  over  700  farmers  in  6  counties 
in  eastern  Nebraska.  This  organization  currently  has  over  $55  million 
in  loans  outstanding,  making  us  the  largest  short-term  agricultural 
lender  in  the  six-county  area. 

I  appreciate  the  opportunity  to  participate  in  this  hearing.  Al- 
though my  perspective  is  from  a  farm  lender's  point  of  view,  my 
experience  makes  me  aware,  to  some  extent,  of  the  concerns  of  the 
farmers  and  ranchers  and  ag-related  business  in  this  area  of  farm 
policy — specifically,  the  1977  Food  and  Agriculture  Act.  Although 
I'm  aware  of  these  concerns,  the  views  I  express  must  necessarily  be 
my  own. 

Mr.  Chairman,  never  has  agricultural  change  been  so  dramatic  as 
in  the  past  25  years.  Since  the  early  1950*8,  total  farm  output  has 
increased  52  percent  on  6  percent  fewer  acres,  with  60  percent  fewer 
hours  of  labor.  Production  per  hour  of  labor  increased  279  percent. 

This  efficiency  grew  out  of  adversity.  In  the  early  1950's,  agriculture 
was  in  a  state  of  surplus  production.  This  caused  prices  to  drop 
drastically.  The  Government  empowered  the  Commodity  Credit 
Association  to  make  loans  on  farm  products  in  storage  to  support 
farm  prices  and  USD  A  looked  to  market  expansion  to  relieve  the 
situation.  Various  attempts  such  as  Public  Law  480  which  authorized 
food  for  peace  extended  the  use  of  farm  products  to  needy  countries. 
The  Soil  Bank  Act  of  1956  was  passed  to  pay  farmers  for  taking 
some  of  their  land  out  of  production.  This  program  didn't  help  much 
in  reducing  surpluses,  but  was  a  boom  to  sou  conservation  efforts. 

In  the  early  1960's,  the  feed  grain  program  was  instituted.  This 
program  paid  farmers  for  diverting  feed  grain  acreage  to  other  uses 
and  along  with  the  food  stamp  program  helped  reduce  farm  surpluses. 

But  in  the  early  1970*8  surpluses  disappeared.  Worldwide  weather 
disasters  and  increased  foreign  and  commerical  demand  for  American 
products  swelled  exports.  A  complete  turnaround  was  taking  place 
as  farmers  again  produced  more  to  meet  demands.  Yet,  the  Nation 
was  operating  under  surplus  policies  which  were  limiting  farmers' 
incomes.  Farmers  and  agribusiness  people  were  calling  for  action. 

Finally,  Congress  passed  the  Agriculture  and  Consumer  Protection 
Act  of  1973.  This  legislation  established  target  prices  on  commodities, 
limited  payments  to  farm  producers,  created  forestry  incentives, 
and  initiated  a  long-range  conservation  program. 

Farmers  were  free  to  produce  at  maximum  efficiency,  1974  was  a 
recordbreaking  year  with  over  $21.3  billion  worth  of  goods  being 
exported.  This  represented  almost  one-third  of  the  acres  harvested. 
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By  1975,  agriculture  was  not  a  Government  burden,  but  the 
most  productive  force  in  U.S.  economy.  Increased  output  was  now 
viewed  as  an  asset  to  help  balance  trade.  The  United  States  was 
exporting  what  it  produced  best — food. 

Unexpected  world  production  pushed  farm  prices  down  in  recent 
years.  The  velocity  of  commodity  price  changes  in  this  environment 
were  most  unsettling.  The  1977  Food  and  Agriculture  Act  is  a  4  year 
bill  that  covers  the  1978-81  food  and  feed  grain  crops.  The  1977  farm 
bill  extended  many  of  the  provisions  previously  initiated  by  the  1973 
farm  bill.  However,  several  significant  changes  were  made  to  key 
programs  effecting  cash  grain  farmers. 

The  1977  bill  reflects  a  change  in  political  philosophy  from  that  of 
the  1973  act.  The  administration  favored  a  more  prominent  role  in 

f trice  making  and  stabilization  compared  to  the  1973  act,  which 
avored  the  "free  market'  approach.  While  the  goal  was  still  to 
improve  farm  prices  and  income,  a  different  approach  was  used. 

A  grain  reserve  program  designed  to  isolate  substantial  quantities 
of  food  and  feed  grain  from  the  market  was  established.  This  grain 
reserve,  which  would  be  "managed"  under  specific  guidelines,  is  aimed 
at  protecting  the  producer  from  downward  price  variability  while  at 
the  same  time  providing  protection  for  consumers  from  upward  price 
movements  such  as  occurred  in  1973-74. 

Personally,  I  prefer  a  laissez-faire  form  of  government.  Unfortu- 
nately, in  late  1979  and  early  1980,  the  "food"  weapon  became  a 
major  part  of  American  diplomacy.  President  Carter  decided  to 
withhold  17  million  tons  of  American  grain  from  the  Russians  in 
retaliation  for  their  invasion  of  Afghanistan.  U.S.  longshoremen 
had  refused  in  November  of  1979  to.  load  grain  on  ships  bound  for 
Iran,  pending  release  of  the  hostages  held  m  Tehran.  Clearly  a  re- 
versal of  policy  as  a  result  of  unusual  circumstances,  but  clearly  also 
a  recognition  that  grain  is  an  element  of  national  security  in  the 
broadest  sense  and  that  it  will  remain  so  in  the  world  of  politics  in 
the  future. 

Ideally,  Americans  have  always  favored  free  trade,  however,  that 
is  not  the  case  today  in  a  pure  sense,  because  most  of  the  other  nations 
are  not  following  the  free  trade  model  established  by  the  United 
States. 

So,  Mr.  Chairman,  the  question  is  whether  agriculturists  and 
agricultural  policymakers  want  to  deal  with  the  world  as  it  is  or  as 
they  wish  it  could  be. 

Specifically,  the  target  price  concept  and  the  resulting  deficiency 
payments  could  be  done  away  with.  It  is  my  opinion,  that  this  pro- 
gram detracts  from  a  free  market.  Some  improvement  in  the  mechan- 
ism of  the  reserve  program  and  the  loan  rate  program  should  provide 
some  income  protection  to  the  producers.  The  Secretary  of  Agriculture 
should  be  directed  to  announce  loan  rates  for  crops  to  be  produced 
6  months  in  advance  of  their  usual  planting  dates.  The  loan  rates 
should  be  a  management  tool  providing  a  source  of  funds  for  the  pro- 
duction of  successive  crops  rather  than  being  a  price  support.  Minimum 
loan  rate  should  be  based  on  production  costs. 

The  grain  reserve  program  should  be  continued  pretty  much  as  is, 
except  simplified.  Producers  should  be  allowed  to  put  production 
directly  into  the  reserve.  The  price  corridor  concept  appears  sound. 
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The  loan  level  based  on  production  costs  would  be  the  lower  level  of 
the  corridor  and  will  provide  protection  from  economic  disaster,  and 
to  an  extent,  consumers  gain  some  degree  of  price  protection  with  the 
call  prices  as  the  upper  level. 

CCC  storage  facility  loans  could  be  discontinued.  If  not  discon- 
tinued, the  interest  rates  on  these  loans  should  be  at  least  the  same 
as  the  CCC's  cost  of  money.  With  reserve  storage  payments,  it  would 
seem  these  facilities  could  carry  themselves  and  not  need  to  be 
subsidized. 

On  acreage  set-asides  and  other  production  controls,  these  have 
been  ineffective  in  the  past,  except  for  increased  soil  conservation 
efforts.  I  think  that  set-asides  should  be  set  aside;  instead,  effort  should 
be  directed  at  expanding  foreign  market  development. 

Soil  and  water  conservation  needs  to  be  addressed.  Incentives 
should  be  provided  for  these  practices,  such  as  cost-sharing  programs. 
But,  these  should  not  be  a  requirement  or  a  condition  of  participation 
in  other  Government  programs.  These  programs  should  be  administered 
at  the  local  level.  Conservation  is  the  landholder's  responsibility  to  be 
sure  but  costs  of  long-term  projects  are  too  expensive  for  individuals 
to  underwrite.  If  consumers  want  a  plentiful  supply  of  food,  they  must 
help  in  conserving  the  land  that  produces  it. 

Mr.  Chairman,  the  farm  bill  to  be  fashioned  in  Congress  this  year 
will  build  a  framework  for  the  next  few  years.  The  testimony  I  have 

E resented  reflects  a  change  from  the  1977  bill  and  an  approach  toward 
«s  government  involvement  in  agricultural  production  while  still 
helping  to  improve  farm  prices  and  mcome. 

I  appreciate  this  opportunity  to  appear  before  you  and  express  my 
views  on  this  complex  subject. 

Senator  Zorinsky.  Thank  you  very  much. 

Jim  as  a  banker,  do  you  believe  that  conservation  efforts  are  cost 
efficient? 

Mr.  McBride.  Yes. 

Senator  Zorinsky.  If  market  prices  are  high  enough,  would  a  farmer 
invest  in  maintaining  their  soil  and  water  sources,  and  would  bankers 
lend  them  the  money  to  do  it? 

Mr.  McBride.  Yes,  we  would,  because  they  aren't  making  any 
more  of  it.  That's  the  only  thing  we  have. 

Senator  Zorinsky.  Some  farmers  say  that  the  current  farmer-held 
reserve  actually  depresses  the  prices  because,  when  the  grain  is 
called,  they  are  forced  to  sell  their  grain.  Could  you  comment  on 
that? 

Mr.  McBride.  I  believe  they  should  have  some  reserve  program. 
They  should  vary  the  call  so  that  all  grain  is  not  called  at  one  time. 
If  they'd  have  staggered  calls,  it  would  not  be  a  detriment  to  the 
market  and,  also,  would  be  beneficial  for  the  marketing  tool  and  also 
for  the  transportation  industry. 

Senator  Zorinsky.  Do  you  think  the  first  in,  first  out  would  be  a 
fair  means  of  accomplishing  something  like  that? 

Mr.  McBride.  Well,  every  one  of  those  loans  has  a  number  on  it. 
You  have  a  computer  with  the  Agriculture  Department,  which  has 
been  broken  down  for  6  weeks  in  St.  Louis,  but  you  could  always  use 
that  computer  to  call  by  loan  numbers. 
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Senator  Zorinsky.  Do  you  feel  that  we  ought  to  indemnify  farmers 
on  their  receipts  of  stored  grain  in  the  event  of  a  bankrupty  of  a 
co-op  like  recently  happened  down  in  Missouri? 

Mr.  McBride.  Yes,  I  do. 

Senator  Zorinsky.  You  would  support  that? 

Mr.  McBride.  I  would. 

Senator  Zorinsky.  Mr.  Jamison,  you  indicated  that  acreage 
set-asides  have  been  ineffective  and  should  be  eliminated.  Another 
feature  of  the  1977  farm  bill  was  the  normal  crop  acreage  requirement. 
What  are  your  views  on  whether  that  feature  should  be  retained  as 

Eart  of  the  new  farm  bill  that  we're  going  to  be  drafting?  Do  you 
ave  any  views? 

Mr.  jfAMisoN.  I  think  that  the  programs  relating  to  that  ought  to 
be  based  on  the  previous  year's  production  rather  than  on  the  normal 
crop  acres,  or  on  another  standard. 

Mr.  McBride.  Senator,  may  I  inject  something  on  the  normal 
crop  acres? 

Senator  Zorinsky.  Sure. 

Mr.  McBride.  Yesterday  I  had  a  customer  in  who  had  just  come 
from  the  ASCS  office.  He  stayed  in  the  program  with  set-aside  acres 
in  1979  and  1980.  His  normal  crop  acres  now  are  on  the  acres  of 
production  during  those  years.  They  do  not  take  into  consideration 
nis  compliance  with  the  program ;  consequently,  he  has  a  lower  normal 
crop  acre  base  for  his  farms  than  he  would  have  if  had  stayed  out  of 
the  program. 

Senator  Zorinsky.  I  see.  By  virtue  of  participating  in  the  program. 

Mr.  McBride.  That's  right. 

Senator  Zorinsky.  A  few  months  ago  the  Des  Moines  Register  ran 
an  article  showing  how  farmers  could  make  money  just  by  putting 
grain  in  the  farmer-held  reserve,  even  though  the  reserve  was  already 
m  a  call  status,  because  of  the  interest-free  loan.  Should  the  interest 
waiver  be  eliminated  and,  if  so,  what  would  a  fair  interest  rate  be? 
Either  one  of  you,  or  both  of  you,  can  respond  to  that. 

Mr.  McBride.  I  see  no  problem  with  the  interest-free  loans.  The 
Government  is  using  the  farmer's  grain  for  international  dealings. 
We  have  suffered  consequences  because  of  it.  But  if  this  is  one  of  the 

Erograms  that  have  to  be  eliminated  because  of  the  cuts  in  the  Federal 
udget,  which  are  very  necessary,  I  think  they  should  be  at  a  cost  of 
funds  to  the  Government  rate. 

Senator  Zorinsky.  Mr.  Jamison? 

Mr.  Jamison.  I  think  I  basically  concur  with  that.  I  don't  see  it  as 
a  critical  factor  either  way. 

Senator  Zorinsky.  I  was  in  the  Embassy  at  Venezuela  the  other 
evening  and  the  Ambassador  came  up  to  me  and  asked  if  I  felt  that 
his  nation  and  our  Nation  could  attain  some  type  of  agreement  on 
increasing  their  production  of  oil  to  100,000  barrels  a  day  for  the 
United  States  in  exchange  for  an  assured  supply  of  flour,  soybeans, 
powdered  milk,  chickens,  corn,  and  wheat.  I  have  been  talking  to 
people  in  our  Government  and  we  seem  to  be  able  to  communicate 
with  a  submarine  halfway  across  the  world  under  the  water,  but  there's 
no  way  to  communicate  to  consummate  a  deal  to  increase  exports  in 
another  country  in  exchange  for  oil  from  that  country. 

Now,  you  gentlemen  are  people  in  the  money  business  which,  in 
turn,  helps  in  the  production  and  the  sale  of  these  types  of  commodities. 
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Do  you  feel  that  we  shouM  initiate  and  encourage  people-to-people 
business  with  other  nations,  or  do  you  think  we  should  continue,  as 
we  are  now,  encouraging  representatives  of  our  nations  to  consummate 
these  agreements? 

Jim,  you  pointed  out  it  is  ridiculous,  the  amount  of  lag  time  it 
takes  between  attempting  to  make  contact  and  go  through  all  of 
the  regulations,  and  the  paperwork,  and  the  bureaucracy  that  takes 
place  between  governments.  Individuals  could  probably  do  it  a  lot 
easier,  quicker,  and  at  a  lesser  cost.  Do  you  feel  that  there  is  any 
merit  in  attempting  to  embark  on  additional  emphasis  in  the  area  of 
people-to-people  trade  rather  than  nation-to-nation  trade? 

Mr.  McBride.  I'd  see  nothing  wrong  with  using  any  methods 
possible  to  increase  our  markets.  The  only  thing  that  would  concern 
me  is  the  cost  of  production  on  an  irrigated  acre  in  excluding — 
machinery  cost  and  debt  service  cost  in  1977  was  about  $85.  Today 
we're  looking  at  the  cost  for  this  upcoming  year  at  $185  to  $200  per 
acre.  This  excludes  depreciation.  This  excludes  land  payments  and 
et  cetera.  If  we  go  into  a  people-to-people  trade  or  barter  situation, 
oil  for  corn,  what  assurance  do  we  have  that  next  year  our  cost  of 
production  is  going  to  be  the  same?  We'd  have  to  renegotiate  on  a 
yearly  basis. 

Senator  Zorinsky.  I  think  that  would  be  understood  by  any  nation, 
and  I  think  they  would  probably  expect  the  same  consideration,  not 
knowing  what  their  cost  of  production  would  be  on  energy. 

Thank  you  very,  very  much  for  being  here,  gentlemen,  and  I 
appreciate  your  testimony. 

Has  Mr.  Ed  Tvrdy  from  the  Nebraska  Farmers  Organization 
appeared  yet? 

Merle  Olson.  He  has  not,  and  I  am  wondering  why  he  wasn't 
here.  I  happen  to  be  the  lobbyist  for  the  NFO  here  at  the  State  house, 
but  I  do  not  have  all  of  the  ramifications  that  I  need  to  present. 

Could  I  put  in  a  written  statement? 

Senator  Zorinsky.  Most  certainly.  Yes,  sir,  you  can  put  in  a  written 
statement.  We  are  going  to  keep  the  record  open  during  the  course 
of  the  Agriculture  Committee  hearings  in  Washington.  So,  certainly, 
we'll  be  happy  to  put  the  statement  in  as  if  it  were  made  at  the 
hearing  here. 

And  if  he  should  show  up  before  the  end  of  our  session,  we  will  be 
happy  to  call  on  him  again. 

Jerry  Carpenter  of  the  Corn  Growers. 

STATEMENT  OP  JERRY  CARPENTER,  EXECUTIVE  DIRECTOR, 
NEBRASKA  CORN  GROWERS  ASSOCIATION 

Mr.  Carpenter.  Good  morning  and  thank  you,  Senator  Zorinsky, 
for  giving  us  this  opportunity  to  appear. 

I  am  Jerry  Carpenter,  executive  director  of  the  Nebraska  Corn 
Growers  Association,  and  on  behalf  of  the  Nebraska  Corn  Growers 
Association,  we  want  to  express  our  thanks  to  you  and  the  committee 
for  inviting  our  association  to  appear  and  to  express  our  views  at 
this  hearing  concerning  the  1981  iarm  bill. 
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The  following  statements  art  taken  from  the  resolutions  passed  at 
the  Nebraska  Corn  Growers  Association's  eighth  annual  meeting  in 
Kearney,  Nebr.  on  January  15  and  16,  1981.  A  copy  is  attached  for 

your  reference.1 

These  concerns  are: 

Our  association  strongly  urges  Congress  to  establish  provisions  for 
a  CCC  revolving  fund  in  the  1981  farm  bill.  A  revolving  fund  should 
be  established  and  should  be  available  for  making  direct  export  loans 
under  current  provisions,  and  that  repayment  from  these  outstanding 
loans,  including  interest,  should  revert  to  a  revolving  fund  for  making 
subsequent  loans. 

We  publicly  oppose  all  efforts  to  establish  a  national  grain  board  or 
any  otner  program  that  would  interfere  with  the  free  and  uninhibited 
marketing  system  of  our  product. 

We  urge  the  Federal  Government  to  cease  any  further  bilateral 
agreements  and  if  any  are  ever  consummated,  that  the  people  be  given 
the  opportunity  to  nullify  or  acquiesce  by  a  majority  vote  of  their 
elected  representatives  in  the  House  of  Representatives  and  the  U.S. 
Senate. 

We  urge  the  administration  and  the  U.S.  Congress  to  seek  other, 
more  effective,  means  of  implementing  foreign  policy,  but  if  they  do 
embargo  our  product,  or  other  farm  products,  that  sufficient  and 
adequate  programs  and  policies  be  initiated  to  protect  producers  and 
agribusiness  from  the  adverse  financial  impact  of  any  future  embargo. 

We  urge  Congress  to  assure  that  the  annual  funding  for  the  Public 
I  <aw  480  program  be  such  that  increases  in  commodity  prices  and  ocean 
shipping  charges  be  taken  into  account  so  the  tonnage  exported  under 
Public  Law  480  can  be  increased  or  at  least  maintained  at  present 
levels.  Past  experience  has  proven  that  former  recipients  of  the  Public 
Law  480  program  have  become  cash  paying  customers. 

We  favor  that  whenever  a  new  farm  program  is  announced,  farmers 
should  have  the  option  to  revise  their  normal  crop  acres  to  coincide 
with  changes  taken  place  due  to  good  farming  practices  initiated  since 
the  last  base  period. 

In  addition  to  the  preceding  statements,  we  want  to  go  on  record  as 
supporting  the  contmuation  of  the  farmer-owned  reserve  with  the 
loan,  release,  and  call  level  for  corn  at  no  less  than  $2.70,  $3.50,  $4.06 
per  bushel  respectively. 

Senator  Zorinsky.  In  the  1976  United  States-Soviet  supply  agree- 
ment, it  has  an  expiration  date  of  September  30  of  this  year.  Do  you 
believe  America's  grain  farmers  would  benefit  from  the  negotiation 
of  a  new  agreement ? 

Mr.  Carpenter.  Yes,  sir. 

Senator  Zorinsky.  On  set-asides,  should  the  statutory  authority 
for  set-asides  be  retained,  or  should  only  authority  for  paid  diversion 
be  sought? 

Mr.  Carpenter.  I'll  have  to  apologize,  Senator,  this  is  my  second 
week  as  an  employee  of  the  association.  I  don't  know  how  the  associa- 
tion and  members  of  the  board  were  going  to  answer  that  question. 

Senator  Zorinsky.  Should  the  Secretary  attain  greater  discretion — 
the  Secretary  of  Agriculture,  that  is — with  respect  to  his  ability 
to  implement,  change,  or  retain  present  issues  concerning  agriculture? 
In  other  words,  do  you  feel  it  is  better  for  a  Congress,  as  a  result  of 

» See  p.  239. 
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these  hearings,  to  lock  into  law  some  of  these  items,  or  do  you  think 
that  we  should  continue  to  allow  the  Secretary  of  Agriculture  to 
maintain  the  flexibility  of  changing  within  given  parameters  some 
of  those  issues  which  affect  agriculture? 

Mr.  Carpenter.  I  think  the  original  purposej  the  intentions  of 
your  appearing  here  today  in  the  hearing  and  gettmg  testimony  from 
these  various  organizations  ought  to  have  more  input  locked  into 
law  more  so  than  the  discretion  of  the  Secretary  of  Agriculture.  It 
ought  to  have  more  weight  in  their  testimony. 

Senator  Zorinsky.  Well,  I  happen  to  agree  with  you.  The  Secretary 
should  be  given  parameters  to  confine  his  ability  to  go  from  one  ex- 
treme to  another.  I  say  this,  not  because  of  any  disrespect  to  our 
current  Secretary  of  Agriculture,  John  Block,  whom  I  respect  very 
much.  I  say  this  because  we  have  a  long  history  in  this  country  of 
the  Secretary  of  Agriculture  not  being  allowed  to  do  those  things 
that  he  believes  can  best  benefit  agriculture  in  this  country.  And. 
you  know,  when  you  get  some  of  these  people  that  come  in  and 
tell  you  they're  gomg  to  reduce  the  budget  by  cutting;  out  loan  guar- 
antees, when  the  money  is  obtained  from  private  banking  sectors 
and  has  a  good  history  of  repayment,  then  I  fail  to  see  how  that  has 
any  financial  impact  on  a  budget. 

Mr.  Carpenter.  I  would  agree  with  that,  sir. 

Senator  Zorinsky.  Thank  you  very  very  much  for  coming. 

Earl  Strong  with  the  Feed  Grain  Growers. 

STATEMENT  OF  EARL  L.  STRONG,  PRESIDENT,  NEBRASKA  FEED 
GRAIN  GROWERS  ASSOCIATION 

Mr.  Strong.  Thank  you,  Senator  Zorinsky,  for  this  opportunity 
to  appear  before  you  and  give  you  our  views  on  the  farm  bill. 

I  am  Earl  Strong,  an  owner  and  past  operator  of  a  small  farm  in 
Nebraska,  240  acres  of  irrigated,  so  I've  had  to  do  a  little  work  off 
the  farm  in  order  to  make  a  living. 

I  am  going  to  do  away  with  rhetoric  and  just  get  down  to  essen- 
tials, what  we  want.1 

We  need  a  price  support  legislation  because  the  weather  deter- 
mines the  price  of  feed  grains  more  than  any  other  single  factor. 
Last  year  we  had  a  short  crop  and  the  price  of  corn  is  still  only  equal 
to  the  cost  of  production.  A  series  of  good  crop  years  without  price 
protection  would  be  disastrous. 

I  am  going  to  expand  a  little  bit  as  I  go  along.  This  next  paragraph 
is  what  we  might  say  is  nonnegotiable.  It's  the  one  thing  we  would 
ask  for.  All  other  parts  of  our  program  are  negotiable.  We  ask  that 
the  new  bill  set  the  loan  price  at  a  percent  of  parity.  In  1977  the 
loan  price  for  corn  was  set  at  $2  per  bushel.  That  wets  60  percent  of 

f)arity  then  and  about  equal  to  the  cost  of  production.  Today  the 
oan  price  is  $2.25  per  bushel  while  the  cost  of  production  and  60 
percent  of  parity  is  $3  per  bushel.  If  the  loan  price  had  been  set  at 
60  percent  of  parity  rather  than  $2  for  corn  in  1977,  the  farmer  would 
not  be  in  the  financial  trouble  he  is  today. 

I  intend  to  get  a  list  showing  you  how  the  cost  of  production  and 
parity  has  gone  up  almost — correlated,  very  closely. 

1  See  p.  241  for  the  prepared  statement  of  Mr.  Strong. 
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We  need  a  farm  program  that  will  stabilize  grain  prices  at  a  reason- 
able level  and  still  not  cost  a  lot  of  money.  This  can  be  accomplished, 
in  part  at  least,  by  eliminating  the  target  price  and  cash  payments 
for  set-aside  acres,  and  there's  two  reasons  for  doing  that:  Nobody 
has  anv  idea  of  what  that  might  cost  any  one  year,  and  consumers 
have  tne  biggest  objection  to  farmers  getting  paid  for  idle  land,  and 
if  we  can  eliminate  that  with  some  other  method,  why,  we  will  in- 
crease our  public  relations.  If  we  are  ever  going  to  get  a  handle  on 
inflation,  Government  spending  must  be  reduced.  The  budget  of 
all  Departments  will  have  to  be  cut;  that  of  the  Agriculture  Depart- 
ment along  with  the  rest. 

For  this  type  of  program  we  would  make  the  following  suggestions: 
Set  the  basic  loan  rate  for  wheat  and  feed  grains  at  50  percent  of 
parity.  This  would  be  in  operation  at  all  times,  whether  there  is  a 
program  or  not.  In  the  past,  if  there  was  a  program,  if  you  weren't 
in  the  program,  you  were  out.  This  would  still  support  all  of  the 
farmers  at  certain  times.  That's  pretty  low.  That  would  be  about 
$2.50  a  bushel  now,  but  it  would  give  them  some  protection, 

Authorize  the  Secretary  to  implement  a  set-aside  program,  if  he 
determines  that  the  total  supply  of  any  commodity  will  likely  be 
excessive,  taking  into  account  the  need  for  adequate  reserves,  domestic 
use,  and  export  needs.  Again  I  say  eliminate  the  target  price  and 
paid  diversion. 

Require  the  Secretary  to  establish  a  set-aside  of  at  least  10  percent 
of  the  established  feed  grain  base  whenever  the  price  of  corn  falls 
below  60  percent  of  parity  for  the  3  months  of  October,  November, 
and  December.  When  the  10-percent  set-aside  is  in  effect,  the  loan 
rate  for  corn  should  be  established  at  65  percent  of  parity  for  those 
who  participate.  All  who  participate  should  be  permitted  to  place 
their  grain  in  the  reserve.  This  should  include  all  grain  produced 
under  the  set-aside  and  that  produced  in  the  prior  year.  In  other 
words,  if  we  got  down  to  that  decision  this  fall,  the  1981  crop  should 
be  eligible  just  as  well  as  the  1982,  if  that  was  under  the  set-aside. 
Set  the  release  price  at  75  percent  of  parity  and  the  call  price  at 
85  percent  of  parity. 

Authorize  the  Secretary  to  increase  the  set-aside  to  20  percent  or 
30  percent,  if  necessary.  If  a  20-percent  set-aside  is  in  effect,  the  loan 
rate  should  be  increased  to  75  percent  of  parity,  and  when  a  30-percent 
set-aside  is  in  effect,  the  loan  rate  should  be  85  percent  of  parity. 
In  both  instances  there  should  be  corresponding  increases  in  the 
release  and  call  price. 

Require  the  Secretary  to  provide  storage  payments  for  all  grain 
held  in  producer-held  reserve  and  to  set  the  interest  rate  on  these 
loans  at  no  more  than  8  percent,  and  that  would  be  for  the  first  year. 
After  the  first  year,  then  the  interest  should  be  free. 

Again,  this  maximum  payment  of  $50,000,  that's  controversial. 
We  would  not  exactly  argue  with  either  raising  or  lowering  that,  if 
anybody  wanted  to  do  that.  But  if  the  total  payment  exceeds  the 
amount  budgeted,  then  we  would  prorate  the  amount  allowed  the 
participants. 

Although  most  operators  of  large  farms  might  not  participate  in 
this  program,  we  believe  that  because  of  the  pnce  protection,  enough 
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operators  of  small-  and  medium-sized  farms  would  participate  to 
make  it  successful. 

It  is  said  that  past  farm  programs  have  helped  the  operators  of 
large  farms,  more  than  those  of  small-  and  medium-sized  farms, 
and  have  contributed  to  the  decrease  in  the  number  of  these  small- 
and  medium-sized  farms.  It  has  been  estimated  that  by  the  year 
2000  about  100,000  large  farms  will  produce  the  major  portion  of  our 
grain.  There  will  still  be  about  1  million  part-time  farmers  who  receive 
the  major  part  of  their  income  from  off-farm  employment.  Most  of 
the  1  million  operators  of  small-  and  medium-sized  farms,  who  today 
receive  a  large  part  of  their  income  from  farming,  will  have  left  the 
farm.  We  hope  that  this  program  will  help  slow  this  exodus  from  the 
farm. 

This  concludes  my  testimony.  I  thank  you  for  your  time,  and  I 
would  be  glad  to  answer  any  questions  you  might  have. 

Senator  Zorinsky.   Thank  you,   Earl. 

Should  the  disaster  payment  program  be  retained  beyond  1981, 
or  should  disaster  protection  be  available  solely  from  crop  insurance? 

Mr.  Strong.  I  would  feel  that  crop  insurance  should  be  available 
and  take  care  of  that;  yes. 

Senator  Zorinsky.  That  would  be  sufficient? 

Mr.  Strong.  I  would  think  so. 

Senator  Zorinsky.  Should  an  upper  limit  be  placed  on  the  size  of 
the  grain  reserve? 

Mr.  Strong.  Well,  I  would  say  probably  2  billion  bushels  would 
be  enough  for  corn.  I  don't  know  about  wheat  or  others,  but  probably 
2  billion  would  be  satisfactory  for  the  corn  grower. 

Senator  Zorinsky.  Do  you  also  feel  that  a  farmer-held  reserve  be 
adjusted  to  call  only  a  small  amount  of  grain  at  a  time;  in  other  words, 
staggered? 

Mr.  Strong.  I  feel  that  would  be  a  good  idea  because  at  the  present, 
all  that  going  in  the  market  at  once  does  have  a  depressing  effect  on 
the  market. 

Senator  Zorinsky.  What  are  your  views  on  escalators  attached  to 
loan  support  price  when  we  talk  about  parity;  for  instance,  90  percent? 
You  look  at  the  other  laws  we  pass  in  government,  the  continued 
escalation  of  social  security,  based  on  the  cost  of  living  index  esca- 
lator; you  look  at  the  increased  minimum  wage  laws,  based  on  infla- 
tionary spirals  occurring,  and  there  are  so  many  things  that  our 
Government  has  automatic  increases  on  which  affect  directly  or 
indirectly  the  farmer.  Do  you  feel  you  could  support — if  we  do  get 
a  price  mechanism  in  support,  so  they  don't  have  of  come  back  every 
year  to  redo  the  process  with  an  automatic  increase  cos t-of -production 
escalator? 

Mr.  Strong.  If  we  set  it  at  a  percent  of  parity,  that  would  auto- 
matically take  care  of  that. 

Senator  Zorinsky.  Parity  wrould.  But  if  we  maintained  the  type 
of  system  we  have  now? 

Mr.  Strong.  Well,  then  I  think  there  would  be  some  other  index. 
Cost  of  production  should  be  included  in  there,  if  we  don't  want 
to  stay  with  parity. 

Senator  Zorinsky.  It  concerns  me  that,  for  instance,  the  minimum 
wage  laws  have  been  increasing  every  January.  That  means  the  person 
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that  bakes  the  bread;  that  means  the  person  that  delivers  the  bread, 
the  one  that  manufactures  it,  the  one  that  sells  it  over  the  retail 
counter,  they're  all  assured  of  additional  money  for  their  labors,  but 
that  chain  starts  above  the  farmer  and,  in  turn,  exacerbates  the  infla- 
tion that  affects  the  farmer,  yet  he's  not  part  of  that  cycle.  I  think  we 
should  look  toward  either  getting  the  Government  out  of  the  control 
situation  on  the  other  end  of  the  cycle  and  let  the  farmer  participate 
in  the  open  marketplace,  or  make  him  part  of  the  cycle  for  assurance 
of  increased  cost  of  his  labor. 

Mr.  Strong.  That's  the  reason  we  said  this  1977  bill  was  not  good 
because  we  knew  it  hadn't  much  more  than  passed  and  we  were  back 
asking  for  more.  There  must  be  some  way  to  increase  that,  whether 
we  do  it  by  parity  or  some  other  cost  of  production  index. 

Senator  Zorinsky.  Thank  you  very  much  for  appearing. 

Dave  Anderson  with  the  Grain  Sorghum  Producers. 

STATEMENT  OF  DAVID  T.   ANDERSON,   PRESIDENT,   NEBRASKA 
GRAIN  SORGHUM  PRODUCERS  ASSOCIATION 

Mr.  Anderson.  Good  morning.  Senator,  I  am  very  glad  to  be  here 
on  behalf  of  the  Nebraska  Grain  Sorghum  Producers  Association. 
My  name  is  David  T.  Anderson.  I  come  from  southern  Gage  County. 
Odell,  Nebr.,  is  the  home  of  residence. 

I  certainly  appreciate  your  being  here  today  and  giving  up  one  of 
your  Saturdays  to  come  back  to  Nebraska  and  make  it  easy  for  us  to 
communicate  with  you.  We  realize  that  this  is  important  and  we 
appreciate  the  chance  to  communicate  with  you. 

I  won't  read  my  written  testimony  directly,  but  would  like  to  take 
paragraphs  from  it,  with  particularly  a  few  figures  in  mind.1 

Senator,  I  can  speak  from  a  position  of  experience  when  I  state  that 
many  sorghum  farmers  are  having  a  tough  economic  time.  The  family 
farm,  as  we  know  it,  is  in  grave  danger.  It  is  reported  that  the  national 
agricultural  debt  has  increased  765  percent  in  the  last  20  years,  while 
assets  have  increased  only  300  percent.  It  is  evident  in  my  own  com- 
munity by  numerous  farm  sales;  farms,  even  inherited  farms,  carrying 
two  and  three  mortgages;  farmers  retiring  early,  often  in  their  50's 
while  they  do  have  some  equity  left  in  their  farms.  I  had  a  recent 
adjoining  neighbor  do  this  recently.  And  it  is  evident  by  the  over- 
worked loan  officers  at  banks,  PCA's,  FmHA  offices,  being  besieged 
by  hoards  of  desperate  farmers.  I  have  a  good  friend  who  works  in  a 
Inderal  Land  Bank  office  recently  transferred  from  Beatrice  to  York, 
and  he  indicated  that  the  Federal  Land  Bank  in  the  Beatrice  office 
had  over  150  applications  waiting  to  be  processed  that  were,  for  the 
most  part,  refinancing  for  money  to  put  tneir  crops  in  the  ground  and 
continue  another  year. 

The  USD  A  has  estimated  that  the  1980  national  cost  of  production 
for  grain  sorghum  was  $6.72  per  hundredweight.  The  current  price 
at  my  local  elevator,  Senator,  is  $4.85,  nearly  a  $2  per  hundred- 
weight discrepancy. 

Our  community,  Odell,  is  located  in  extreme  southern  Nebraska 
and  was  like  much  of  Kansas,  Oklahoma,  and  Texas  this  year  in  that 
due  to  drought  and  chinch  bugs  we  raised  about  50  percent  or  less  of 
a  normal  crop.  In  many  ways  the  situation  is  worse  now  than  it  was 

1  See  p.  243  for  the  prepared  statement  of  Mr.  Anderson. 
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several  years  ago  when  many  of  the  farmers  in  this  room,  including 
myself,  traveled  back  to  Washington,  D.C.,  to  visit  with  some  of  our 
Representatives. 

Any  new  farm  program  must  take  into  consideration  this  high  cost 
of  production  when  setting  loans,  targets,  and/or  call  levels.  Our  family 
farms,  local  communities,  States,  even  the  Nation,  I  feel,  cannot  long 
endure  this  fleecing  of  our  basic  industry;  that  being  agriculture. 

If  I  might  leave  this  text  for  just  a  minute,  if  you  would  look  at 
page  2,  it  indicates  a  summary  of  the  National  Sorghum  Growers 
legislative  policy.  Now  we  as  a  State  board  just  this  past  week,  last 
Thursday,  the  26th,  as  a  matter  of  fact,  voted  and  approved  this  as 
being  the  basic  summary  of  our  State  policy.  These  goals  are  some- 
what general,  but  we  feel  that  price  goals  should  be  equal  to  minimum, 
the  national  average  cost  of  production,  plus  15  percent,  indicating  a 
reasonable  profit.  We,  for  years,  have  used  the  term  parity.  We  still 
feel  strongly  in  this.  Parity,  cost  of  production,  whichever  seems  to 
work  best  for  you  people  m  Washington  satisfies  us.  We're  not  here 
to  nitpick.  We're  here  to  try  and  keep  the  family  farm  in  operation. 

Things  such  as  "reserve",  we  feel  that  has  been  a  good  policy.  We 
would  like  to  see  these  call  levels  set  at  not  less  than  the  average  price 
of  production.  We  would  like  to  see  these  numerous  things,  ana  you 
can  look  through  these  better  than  me  going  through  them  now.  These 
are  some  of  the  things  that  the  national  organization  believes  in,  and 
we  ourselves  do. 

I  would  like  to  revert  back  to  the  text  for  just  a  minute,  and  this 
goes  on  to  kind  of  a  personal  point  that  we  might  make.  I  was  visiting 
with  some  people  in  the  hall  just  now  and  kicked  the  idea  around,  ana 
it  might  be  of  some  interest.  I  imagine  there  are  a  lot  of  holes  in  the 
theory,  but  here  goes: 

We  in  the  Nebraska  Grain  Sorghum  Producers  Association  realize 
the  necessity  of  export  sales  of  grain.  All  of  us  in  commodity  groups 
always  push  exports.  However,  it  is  my  personal  belief  that  exporting 
grain  at  a  price  below  the  cost  of  production  does  not  necessarily  help 
our  Nation's  economy,  but  upon  close  examination  may  even  hurt 
our  Nation's  well-being.  For  every  bushel  that  is  exported  below  the 
cost  of  production  removes  a  dollar  or  more  out  of  the  U.S.  economy. 
In  the  case  of  grain  sorghum  right  now,  we're  priced  about  a  dollar 
below  cost  of  production.  So  every  dollar  we  sell  is  actually  robbing  a 
dollar  out  of  someone's  pocket;  not  necessarily  always  the  farmer,  it 
could  be  someone  else. 

In  the  past  we  have  found  that  farm  inputs  consisted  of  U.S. 
produced  oil.  When  we  planted  our  crops,  we  used  U.S.  oil  from  Texas, 
or  Oklahoma,  or  wherever;  domestic  fertilizer.  It  probably  came  from 
Florida,  or  natural  gas  from  Texas;  domestic  steels  and  other  metals. 
And  by  doing  this,  it  was  much  like  moving  these  imaginary  lost  dol- 
lars among  people  within  our  national  borders.  We  were  robbing  Peter 
to  pay  Paul,  but  it  all  stayed  within  our  borders.  So  selling  gram  at  a 
loss  didn't  really  affect  us  too  much. 

But  now  we  see  in  the  present,  today,  however,  a  large  percentage 
of  these  inputs  are  imported  at  high  prices,  causing  a  net  loss  to  our 
entire  economy,  creating  hardships  for  possibly  the  national  economy. 
We're  importing  Arabian  oil,  Canadian  nickel,  you  name  itj.phos- 

S>hates  from  South  America.  We  were  importing  a  lot  of  anhydrous 
rom  even  Russia.  So  in  this  respect  it  may  be,  and  I  repeat  "may  be", 


1  See  p.  243  for  the  prepared  statement  of  Mr.  Anderson. 
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better  to  either  increase  export  prices  and  risk  some  loss  of  sales,  or 
reduce  production  through,  say,  a  20  percent,  10  percent  set-aside, 
through  increased  conservation  of  our  precious  land,  rather  than  pro- 
moting permanent  overproduction,  permanent  low  prices,  and  the  rape 
of  the  land  by  forcing  the  farmer  to  farm  every  acre  whether  it  is 
suitable  for  farming  or  not;  that  is,  sandhills,  timber  ground,  poor 
ground,  whatever.  Perhaps  a  strategic  reserve  of  farm  ground  similar 
to  the  strategic  reserve  of  oil  and  precious  metals  should  be  considered. 
I  realize  these  are  "off-beat"  ideas  but,  perhaps,  this  is  a  place  to 
air  them. 

And  on  behalf  of  the  Sorghum  Growers  and  myself,  I  appreciate 
the  time  that  you  have  given  us  this  morning. 

Senator  Zorinsky.  Thank  you,  Dave. 

I  don't  think  they  are  that  far  offbeat  as  far  as  your  idea  concerning 
what  we  are  gaining  by  selling  agriculture  to  the  rest  of  the  world 
below  our  cost  of  production.  At  the  same  time,  part  of  that  dichotomy 
is  retaining  the  free  and  open  marketplace,  also. 

I  fail  to  see  what  incentive  another  country  would  have  in  creating 
its  own  agricultural  capacity  if  th  y  could  have  the  United  States  of 
America  subsidize  their  agriculture  for  as  long  as  we're  dumb  enough 
to  do  it.  You  know,  if  we  can  produce  cheaper  than  they  can,  and  our 
taxpayers  subsidize  a  sale  to  them  below  what  it  costs  them  to  produce 
it,  I  would  think  that  they  would  be  dumb  if  they  tried  to  produce 
agricultural  products. 

Mr.  Anderson.  Exactly. 

Senator  Zorinsky.  And  that's  why  I  do  see  merit  in  your  philosophy, 
and  I  think  the  day  will  come  where  our  country  should  wake  up  to 
the  fact  that  eventually,  with  the  increased  demand  on  food  worldwide, 
we  could  be  subsidizing  the  entire  world's  production  of  agriculture 
while  internally  we  go  broke  doing  it.  Ana  so  I  commend  you  for 
putting  this  into  the  record. 

There  are  many  people  on  the  Agriculture  Committee  in  the 
Senate  who  have  expressed  some  of  these  views  and,  certainly,  it's 
going  to  enable  me  to  go  back  to  Washington,  and  when  we  sit  around 
that  table  and  discuss  ideas  we've  heard  from  constituents,  to  raise 
one  that  I  know  I  am  going  to  get  some  agreement  with  back  there. 
I  can  say  confidently,  "I  heard  it  from  one  of  my  constituents  in  a 
recent  hearing",  so  I  appreciate  your  input.  Thank  you,  Dave. 

I,  at  this  point  in  time,  would  like  to  take  a  10-minute  break  for 
anybody  who  may  need  to  go  someplace.  I  have  to  have  a  conver- 
sation with  someone.  We  will  read journ  in  10  minutes. 

[Recess.] 

Senator  Zorinsky.  The  hearing  will  come  to  order.  Roy  Smith 
with  the  Soybean  Association.1 

STATEMENT  OF  ROY  SMITH,  PRESIDENT,  NEBRASKA 
SOYBEAN  ASSOCIATION 

Mr.  Smith.  Senator  Zorinsky,  I  am  Roy  Smith,  president  of  the 
Nebraska  Soybean  Association,  and  a  corn  and  soybean  farmer  from 
Cass  County,  Nebr. 

I  thank  you  for  the  opportunity  to  present  the  policy  of  the  Ne- 
braska Soybean  Association  on  matters  concerning  soybean  farmers. 

1  8ee  p.  244  for  the  prepared  statement  of  Mr.  Smith. 
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The  growth  of  the  soybean  industry  nationwide  has  been  phenom- 
enal. Soybeans  are  now  America's  No.  1  cash  crop,  a  value  of  $15 
billion  in  1980.  The  development  of  the  soybean  industry  in  Nebraska 
has  paralleled  that  of  the  Nation  as  a  whole,  to  the  point  where 
53  million  bushels  have  been  produced  in  the  last  2  years.  Soybeans 
are  now,  approximately,  equal  in  value  to  wheat  and  grain  sorghum 
in  this  State,  and  prospects  are  for  increased  acreage  again  in  1981. 

The  tremendous  growth  of  the  soybean  industry  has  resulted  in  a 
large  part  from  demand  created  by  an  aggressive  market  development 

?>rogram  pursued  by  the  American  Soybean  Association.  Freedom 
rom  Government  controls  has  made  supplies  of  beans  available  to 
fill  this  ever  increasing  demand. 

The  Nebraska  Soybean  Association's  requests  for  legislation  are 
based  on  these  previous  market-oriented  programs.  We  specifically 
request  that  the  following  be  written  as  permanent  legislation  con- 
cerning soybeans:  That  the  Secretary  of  Agriculture  be  prohibited 
from  requiring  a  set-aside  or  other  production  adjustment  program; 
that  there  be  no  target  price  for  soybeans;  that  there  be  no  reserve 
for  soybeans  or  no  paid  storage  which  would,  in  effect,  constitute  a 
reserve. 

We  believe  that  the  commodity  credit  loan  program  is  a  necessary 
part  of  an  orderly  marketing  system  and  that  it  should  contain  the 
following  provisions:  First,  that  all  soybean  growers  be  eligible  for 
the  loan,  regardless  of  compliance  with  other  programs  or  the  amount 
of  production;  second,  that  the  loan  rate  be  based  on  a  moving  average 
price  of  cash  soybeans  in  Chicago  over  the  last  5  years.  I  would  like 
to  explain  that  a  little  more,  since  there  has  been  a  lot  of  discussion 
about  loan  prices  and  rates  this  morning. 

This  feature,  specifically,  is  not  necessarily  a  policy  of  the  Nebraska 
Soybean  Association  but  of  the  American  Soybean  Association,  and 
it  is  a  change  from  our  previous  policy  which  based  the  loan  rate  on 
cost  of  production.  The  change  was  made,  and  I  was  on  the  committee 
that  discussed  this  at  great  length  about  3  weeks  ago.  The  idea  was 
that  cost  of  production  is  such  a  difficult  thing  to  tie  down  and  varies 
so  much  from  region  to  region,  all  the  way  from  probably  $4  a  bushel 
up  to  maybe  $10  or  $15,  depending  on  the  yields  and  the  kind  of  land, 
and  things  like  that.  And  the  formula  that  we  are  suggesting  as  a 
soybean  association  is  that  the  cash  price  of  soybeans  in  Chicago,  not 
the  Board  of  Trade  price,  but  cash  at  an  elevator  in  Chicago  be  used 
as  a  base  and  that  the  average  be  figured  by  taking  out  the  highest 
year  and  the  lowest  year  of  the  previous  5  years,  and  averaging  the 
other  3  years  together  and  then  taking  a  percentage  of  that,  and  the 
percentage  that  we  have  suggested  is  70  percent. 

Now  tnis  figure  could  be  varied  depending  on  where  you  wanted 
the  loan  rate  set.  But  on  that  basis,  the  loan  rate  for  the  1981  year 
would  be  somewhere  in  the  neighborhood  of  $5.22  a  bushel  ana,  in 
most  cases,  this  would  cover  out-of-the-pocket  costs  for  producing 
soybeans.  And  we  see  the  loan  program  on  beans  as  a  source  of  credit 
and  a  way  of  providing  orderly  marketing  throughout  the  year  rather 
than  for  some  farmer  who  needs  the  cash  immediately  to  have  to 
dump  his  beans  on  the  market  and  be  at  the  mercy  of  the  market  at 
harvest  time. 

Senator  Zorinsky.  Would  that  be  a  daily  quotation,  or  would  you 
change  it  every  so  many  months? 
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Mr.  Smith.  Well,  I  think  that  it  would  have  to  be  set  bj  year.  In 
other  words,  the  time  period  that  you  would  use  could  vary.  But  let's 
jast  say,  if  you  decided  to  start  the  time  period — you  wanted  to 
establish  the  loan  price  before  beans  were  planted,  so  let's  say  we 
would  establish  the  loan  price  on  the  15th  of  March.  We  would  take 
the  previous  12  months,  March  1  of  1  year  until  February  28  of  the 
next  year,  and  then  that  rate  would  be  good  for  1  year.  And  this  would 
probably  result  in  an  automatic  escalator.  It  would,  at  least,  for  the 
next  couple  of  years  because  we  already  have  the  price  history  for 
the  previous  5  years. 

In  other  matters,  we  ask  that  additional  funds  be  committed  to 
foreign  market  development  through  the  Foreign  Agriculture  Service. 
Soybean  growers  currently  invest  about  $2  million  more  of  their  own 
money  for  market  development  than  the  Government  furnishes.  We 
request  that  funds  not  be  cut  for  agricultural  production  research 
of  conservation  programs. 

In  conclusion,  unlimited  access  to  markets  has  been  the  kev  to  the 
almost  unlimited  profitability  of  the  soybean  industry.  Embargoes, 
bilateral  trade  agreements  and  other  restrictive  policies  imposed  by 
the  Federal  Government  have  done  irreparable  damage  to  the  profit- 
ability of  soybeans  to  the  American  farmer.  Only  through  the  co- 
operation of  Government,  farmer,  and  industry,  can  profitability  of 
soybeans  be  increased  and  their  contribution  to  our  national  economy 
be  improved. 

Senator  Zorinsrt.  Thank  vou. 

Under  the  1977  farm  bill,  the  Secretary  of  Agriculture  cannot 
require  a  set-aside  of  soybean  acreage  as  a  condition  of  eligibility  for 
pnce  support  loans. 

Mr.  Smith.  Yes. 

Senator  Zorinskt.  I've  got  two  questions.  First,  do  you  favor  the 
inclusion — and  I  assume  you  do  from  your  statement,  of  the  same 
language  in  the  new  farm  bill? 

Mr.  Smith.  Yes,  we  do. 

Senator  Zorinsrt.  And,  second,  is  the  normal  crop  acreage  require- 
ment now  applied  to  soybean  farmers? 

Mr.  Smith.  The  only  way  that  it  has  ever  been  applied  to  soybean 
farmers  is  that  if  a  soybean  farmer  exceeded  his  normal  crop  acreage, 
there  were  different  years  when  he  was  not  eligible  for  a  loan  on  his 
soybeans.  I  do  not  think  that  that's  been  the  case  the  last  year  or 
two,  but  I  know  it  has  been  in  previous  years. 

Senator  Zorinsky.  Well,  should  the  1981  farm  bill  contain  the 
same  provisions? 

Mr.  Smith.  We  favor  the  elimination  of  the  normal  crop  acreage  as 
a  basis  for  anything.  We  don't  think  that  the  soybean  loan,  or  any 
other  provisions  of  the  program  should  be  based  on  something  like 
that.  Normal  crop  acreages  sometimes  has  some  applications  and 
sometimes  it's  a  ngure  that  doesn't  really  have  any  relation  to  the 
actual  situations  today. 

In  my  own  case,  for  instance,  when  I  brought  the  farm  from  my 
father,  there  was  60  acres  of  pasture,  which  was  land  that  was  crop  able, 
but  my  Dad  had  decided  he  didn't  want  to  plant  it  so  he  put  it  into 

Easture  20  years  ago,  and  since  I  have  been  farming  that  farm  I  have 
een  penalized  because  of  that  history  of  having  the  acreage  in  pasture, 
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even  though  the  land  is  better  land  than  what  some  of  the  neighbors 
are  using  to  grow  corn  and  beans. 

Senator  Zorinsky.  Are  direct  CCC  export  credits  more  successful 
as  a  market  promotion  tool  than  loan  guarantees,  in  your  estimation? 

Mr.  Smith.  They  definitely  are. 

You're  talking  about  loan  guarantees  to  the  farmer,  or  to  the 
country  that's  buying  the  grain? 

Senator  Zorinsky.  Expprts  credits  to  another  nation. 

Mr.  Smith.  OK,  I  am  not  familiar  with  that  mechanism.  I  don't 
know  how  I  would  answer  that. 

Senator  Zorinsky.  Do  farmers  who  practice  sound  conservation 
have  higher  production  costs  than  those  that  don't  and,  if  so,  are 
they  bemg  penalized  by  the  market  for  practicing  conservation? 

Mr.  Smith.  Conservation  is  a  big  problem  to  the  soybean  farmers 
and  the  soybean  industry  because  soyabeans  have  a  tendency  to  loosen 
the  soil  and  make  it  subject  to  erosion.  And  I  think  the  answer  to 
your  question  would  vary  on  the  locality.  If  the  farmer  in  my  com- 
munity plants  fence  row  to  fence  row  and  does  not  turn  rows  to 
grass,  and  does  not  leave  waterways  to  grass;  in  other  words,  plants 
everything,  his  land  is  definitely  subject  to  erosion.  And  he  probably, 
for  a  year  or  two,  would  have  a  lower  production  cost  because  he 
may  be  able  to  put  4  or  5  acres  more  land  into  production  on  his 
farm.  Over  the  long  haul  of  5  to  10  years,  his  production  costs  may 
be  higher  because  he's  going  to  be  driving  over  some  ditches  and  having 
to  work  small  fields  because  of  his  lack  of  conservation. 

Senator  Zorinsky.  Thank  you  very  much,  Roy. 

Mr.  Henry  Schneider  will  be  testifying  for  the  Nebraska  Beet 
Growers  Association,  replacing  Kenneth  Carpenter. 

STATEMENT  OF  HENRY  E.  SCHNEIDER,  NEBRASKA  BEET 
GROWERS  ASSOCIATION 

Mr.  Schneider.  My  name  is  Henry  E.  Schneider.  I  am  a  farmer 
and  rancher  in  western  Nebraska,  living  in  Gering.  I  represent 
Nebraska  Nonstock  Beet  Growers  Association.  This  association  is 
comprised  of  900  growers,  growing  some  60,000  acres  of  sugar  beets 
annually.  These  acres  normally  produce  1,250,000  to  1,345,000  tons 
of  beets  in  an  average  year.  These  beets  are  processed  by  one  company 
in  four  factories. 

The  sugar  beet  crop  is  a  vital  crop  to  our  State  of  Nebraska,  in  as 
much  that  our  soil  is  very  suited  for  the  nurture  of  beets  and  works 
ideally  in  a  rotation  system  needed  for  the  other  irrigated  crops  raised. 
Without  the  sugar  beets  this  acreage  would  be  shifted  to  otner  crops 
which,  in  most  cases,  are  already  in  surplus. 

The  sugar  beet  industry  has  been  good  overall  for  the  area  in  that 
it  not  only  provided  another  crop  for  the  farmer,  it  has  provided 
employment  for  thousands  of  people  working  in  the  factories,  ware- 
houses, fields,  machine  shops,  and  equipment  centers  locally,  not  to 
say  the  increased  employment  in  machinery,  truck  and  car  factories 
out  of  State. 

It  is  important  to  note  that  since  1975,  the  industry  has  experienced 
very  volitant  price  fluctuations  in  the  price  of  sugar.  Before  this  year 
of  1975,  the  price  reaction  was  never  as  severe  because  of  some  sort  of 
legislation  under  the  then  sugar  acts. 
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Farmers  and  processors  alike  cannot  afford  these  sudden  tremen- 
dous gyrations  in  price  of  sugar  returns,  especially  in  these  times  that 
we  are  now  experiencing  of  the  high  cost  of  doing  business.  The  cost 
of  production  has  increased  yearly  to  a  cost  of  $678.42  per  acre  in 
Nebraska  to  raise  a  20-ton  crop. 

We  have  seen  in  recent  years,  the  closings  of  several  factories 
in  surrounding  States,  as  well  as  in  other  countries,  and  just  recently, 
closings  in  England.  These  factories  will  most  likely  never  open 
again,  with  some  being  dismantled  at  the  present  time.  During  the 

Eeriod  that  we  experienced  these  closings,  not  one  new  factory  has 
een  built  nor  does  it  appear  that  there  will  be  any.  In  addition,  we 
have  farmers  geared  up  with  specialized  equipment  needed  today 
for  growing  sugar  beets,  being  in  and  out  from  year  to  year  because 
of  tnese  wide  price  swings,  finding  themselves  loaded  with  equip- 
ment which  cannot  be  used  for  any  other  crops,  setting  idle  and  m 
some  cases  haying  no  value.  Basically  this  happens  because  it  is  a 
highly  mechanized  requirement  and  high  cost  per  acre  need  in  capital, 
that  as  the  price  goes  down,  some  farmers  cannot  or  will  not  grow 
beets  and  then,  when  shortages  occur  around  the  world  as  at  the 
present  and  prices  are  more  attractive,  there  is  a  wild  scramble  for 
new  or  additional  acreage  requests.  This  situation  is  very  unhealthy 
for  all  concerned  especially  for  the  processors  who  need  to  gear  their 
length  of  campaign  differently  and  because  of  the  uncertainty  of 
tonnage,  generates  problems  for  them.  It  is  very  obvious  that  pro- 
cessors need  to  be  in  a  profitable  situation  or  they  will  disappear 
also,  thereby  reducing  tne  domestic  supply  which  now  produces 
only  50  percent  of  U.S.  consumption. 

It  is  very  evident  that  a  sugar  provision  be  included  in  any  farm 
legislation  considered  or  enacted  by  Congress.  This  provision  should 
be  a  sort  of  safety  valve  for  both  the  producer  and  consumer.  It  is 
apparent  that  loss  of  any  stability  in  the  market  and  or  a  decrease  in 
world  supply  will  add  to  a  more  vulnerable  market  price  for  the  con- 
sumer. 

Most  likely  a  program  enacting  a  nonrecourse  loan  plan  whereby 
the  owner  could  obtain  a  loan  paving  a  competitive  interest  rate 
to  ride  over  a  short  period  of  need  would  be  practical  with  an  in- 
clusion whereby  there  would  be  no  direct  pavments  or  target  price.  Any 
payment  plan  other  than  loan  would  be  a  budgetary  plan  and  we  see 
this  to  not  be  feasible  or  advisable. 

However,  a  mandated  loan  level  should  be  established,  perhaps 
changed  at  periodic  times  in  relation  to  cost  of  production  and/or  to 
price  of  parity.  Importantly,  it  should  be  a  loan  level  close  to  the  cost 
production  but  high  enough  to  prevent  the  United  States  from  be- 
coming a  dumping  ground  for  excess  world  sugar. 

At  this  time,  this  lower  price  level  is  awaiting  a  cost  analyses  by 
the  U.S.  Department  of  Agriculture — the  cost  I  quoted  was  for 
Nebraska  conducted  by  Scottsbluff  Panhandle  Station  and  would 
not  necessarily  be  accurate  for  all  sugar  beet  areas — but  should  be 
comparable  to  other  farm  commodities,  especially  corn. 

Senator  Edward  Zorinsky  and  members  of  the  committee,  Mr. 
Carpenter  and  I  are  deeply  appreciative  of  the  opportunity  to  appear 
before  you  this  day  and  allowing  us  to  give  our  testimony.  We  find 
abundant  reasons  for  sugar  to  be  included  in  any  new  farm  bill  along 
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with  other  commodities  to  be  equally  advantageous  for  growers, 
processors,  and  consumers. 

Senator  Zorinsky.  Thank  you,  Henry. 

Do  you  believe  that  the  International  Sugar  Agreement  has  been 
beneficial  to  the  American  sugar  producers? 

Mr.  Schneider.  I  think  it's  a  very  viable  tool  and  we  feel  very 
fortunate  that  it  is  in  effect.  However,  at  this  moment  it  has  not  been 
exercised  because  the  price  of  sugar  has  just  recently  reached  that 
lower  corridor  level,  and  so  it  needs  to  reach  that  level  for  15  days  at 
the  lower  level  before  this  will  be  implemented,  and  it  has  not,  so  we 
don't  know  what  the  effects  of  this  would  be.  But  we  are  glad  that 
we  have  that  provision  and,  basically,  it  is  the  only  tool  that  we  have 
right  at  the  moment,  since  we  are  not  in  the  farm  bill  at  all. 

Senator  Zorinsky.  Would  a  loan  similar  to  the  nonrecourse  loans 
that  we  now  have  for  grains  be  the  best  approach  to  a  sugar  program, 
or  are  there  alternatives  such  as  marketing  quotas? 

Mr.  Schneider.  We  feel  that  a  nonrecourse  loan  would  probably  be 
the  most  practical  approach,  if  we  could — and  has  been  mentioned  by 
some  of  the  other  presentations — be  adjusted  to  the  cost  of  production, 
and  that  would  be,  maybe,  renegotiated  at  various  times;  perhaps  not 
too  often  but,  at  least,  so  that  there  would  be  a  new  basis  to  go  by. 

Senator  Zorinsky.  Thank  you  very  much. 

Mr.  Larry  Schram  with  the  Livestock  Feeders  Association. 

STATEMENT  OF  LARRY  SCHRAM,  PRESIDENT,  NEBRASKA  UTS- 
STOCK  FEEDERS  ASSOCIATION,  PAPHLION,  NEBR. 

Mr.  Schram.  Senator  Zorinsky,  I  am  Larry  Schram,  president  of 
the  Nebraska  Livestock  Feeders  Association.1  I  live  at  Papillion, 
Nebr.  I  am  a  farmer  and  a  cattle  feeder  from  that  area.  We  represent 
some  3,500-plus  livestock  feeders  mostly  in  the  eastern  and  southern 
half  of  the  State.  And  I  must  congratulate  you  on  coming  back  to  the 
Midwest  for  this  hearing  to  listen  to  the  commodity  groups. 

As  a  livestock  feeder  and  representing  livestock  feeders,  we  look 
at  the  farm  program  in  an  entirely  different  way  than  the  general 
grain  farmer.  Most  of  us  feeders  do  not  participate  in  the  farm  pro- 
gram. We  feed  the  grain  and  forage  that  we  grow.  We  cut  a  lot  of 
grain  and  corn  for  silage  and  it  makes  it  real  difficult  for  us  to  establish 
yields  on  that  basis,  so  the  program  really  doesn't  work  for  us  too 
well. 

However,  I  do  not  want  to  leave  the  impression  that  we  have  no 
interest  in  the  well-being  of  the  feed  grain  industry.  Many  of  us  are 
buying  corn  and  milo  every  day.  We  are  the  gram  farmer's  largest 
customer  and  we  are  concerned. 

Some  of  the  points  I  will  try  to  make  on  the  feed  grain  program  is 
the  policy  of  our  organization.  At  the  moment  we  support  the  target 
price  concept  and,  more  so,  we  support  the  concept  of  feed  grain 
reserves  on  the  farm. 

We  support  emergency  assistance  in  the  event  of  a  serious  natural 
disaster,  and  also  support  the  development  of  the  Federal  crop  insur- 
ance program  which  does  not  include  livestock. 

1  See  p.  245  for  the  prepared  statement  of  Mr.  Schram. 
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The  silage  provision  in  the  Federal  crop  program  has  been  a  problem 
for  us.  Here  again,  that  portion  of  the  program,  I  think  if  you  cut  6 
tons  of  silage  per  acre  your  insurance  is  no  good  and  we  feel  it  should 
be  based  on  grain  production. 

You  spoke  earlier  of  land  use  in  your  opening  remarks.  We  believe 
the  right  to  own  and  use  land  for  private  purposes  is  basic  to  the 
American  way  of  life,  and  if  land  use  planning  is  to  be  utilized,  it 
should  be  done  at  the  local  level,  just  as  you  had  stated. 

Export  controls.  The  exportation  of  agricultural  commodities 
and  products  is  crucial  to  the  United  States  and  is  in  the  best  interest 
of  agricultural  producers.  We  are  a  dependable  supplier  and  oppose 
any    export    restrictions    placed    on    any    agricultural    commoaity. 

We  hope  that  under  the  new  administration  something  will  be  done 
to  stop  the  State  Department  from  running  roughshod  over  the 
USDA  Foreign  Ag  Service.  Agriculture  should  not  be  used  as  a 
pawn  in  the  hands  of  the  State  Department  for  their  selfish  interests, 
and  this  pattern  we've  seen  for  many  years.  And,  here  again,  you 
had  touched  on  that  earlier,  and  we  appreciate  that  you  have  this 
in  mind. 

And  when  it  comes  to  embargoes  of  products  to  foreign  countries, 
if  an  embargo  is  necessary  for  national  security,  then  embargoes 
should  be  placed  on  everything:  technology,  equipment,  and  what 
have  you,  if  its  of  national  security  interest- 
In  the  energy  line,  we  recognize  the  serious  impact  on  agriculture 
because  of  the  diminishing  energy  supplies.  We  must  develop  all 
alternate  sources  of  energy  when  economically  feasible,  and  we  must 
proceed  with  haste.  Time  is  of  the  essence  when  it  come  to  energy. 

The  current  policy  of  the  NLFA  strongly  opposes  the  application 
of  price  controls  to  livestock  and  meats.  Since  red  meats  are  produced 
in  an  entirely  free  enterprise  system,  and  inflated  prices  are  a  result, 
not  the  cause  of  inflation,  price  controls  and  related  measures  seriously 
distort  production  and  marketing  and  creates  shortages  and  are, 
otherwise,  detrimental  to  the  public  interest  and  to  the  interest  of 
producers,  marketers,  and  consumers;  therefore,  the  Feeders  As- 
sociation insists  on  a  no  price  control  policy  on  all  livestock,  meats, 
and  meat  byproducts. 

And  I  truly  believe — here  earlier,  when  the  fear  of  price  controls 
was  going  on  red  meat,  we  saw  a  price  established  at  the  retail  level 
that  is  out  of  line  and  they  did  not  have  to  lower  it,  and  in  the  back 
of  this  statement  you  will  see  some  of  these  figures. 

The  capital  gains  tax.  Here  again,  Senator,  you  touched  on  this 
earlier.  Our  free  enterprise  system  has  developed  our  country  to  the 
highest  standards  known  and  this  system  has  provided  employment 
and  a  living  standard  unknown  elsewhere  in  the  world.  The  free 
enterprise  system,  through  employment  and  profits,  pay  the  taxes  to 
maintain  all  levels  of  government,  and  risk  capital  is  imperative  to 
our  free  enterprise  system.  Capital  gains  have  traditionally  been 
taxed  at  a  lower  rate  than  ordinary  income  to  encourage  risk  in- 
vestments; therefore,  Congress  should  make  no  attempt  to  increase 
present  tax  rates  on  capital  gains  or  to  treat  capital  gains  as  ordinary 
income. 

Just  as  a  capital  gains  tax  on  a  home  may  be  deferred,  the  tax  on 
gain  from  sale  of  agricultural  lands  and  other  capital  assets  should  be 
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deferred  if  the  seller,  within  18  months  of  receiving  proceeds  from  a 
sale,  reinvests  in  like  property,  and  this  would  be  much  like  the  pro- 
vision of  the  eminent  domain. 

We  have  strong  feelings  on  the  Federal  estate  tax.  We  would  like 
to  see  Congress  work  for  legislation  that  would  restore  and  maintain 
the  real  value  of  exemptions  on  Federal  estate  taxes,  even  go  as  far 
as  to  eliminate  the  Federal  estate  taxes.  The  cry  is  to  maintain  the 
family  farm.  If  we  are  serious,  we  can  help  maintain  the  family  farm 
by  not  forcing  an  heir  to  liquidate  a  portion  of  their  inheritance  in 
order  to  pay  the  tax. 

Here  again,  we  support  the  limitation  of  spending  by  the  Federal 
Government  and  insist  the  Congress  and  the  administration  balance 
the  U.S.  budget,  if  possible. 

I  will  summarize  briefly  here.  The  Nebraska  Livestock  Feeders 
Association  does  not  have  a  strong  feeling  about  the  general  farm 
program.  We  plant  what  we  need  to  feed  to  our  livestock.  We  do, 
however,  feel  there  should  be  some  loan  provisions  for  on-the-farm 
stored  grain.  We  don't  believe  that  the  livestock  feeders  want  cheap 
grains.  Cheap  grains  have  always  lead  to  lower  fed  prices. 

Speaking  of  profits,  the  cattle  feeder  has  not  seen  a  profit  for  19 
months.  In  fact,  most  fed  cattle  are  going  to  market  at  the  present 
time  and  are  losing  from  $80  to  $100  a  head.  Many  feeders  report 
they  are  in  worse  shape  now  than  they  were  in  the  bad  years  around 
1974.  Interest  rates  and  the  overall  cost  of  doing  business  has  eroded 
all  profit  and  forced  us  into  a  serious  red  ink  situation. 

Meat  retailers,  thinking  that  cattle  prices  would  eventually  go 
higher,  have  been  holding  the  retail  price  of  beef  at  an  all-time  high. 
The  wholesale  to  retail  price  spread  on  beef  in  February  reached 
the  unheard  of  difference  of  $416.66  per  1,000  pound  steer.  We  have 
figures  to  back  that  statement  up. 

The  National  Cattlemen's  Association  and  the  Nebraska  Live- 
stock Feeders  have  been  talking  to  the  meat  retailers  and  asking  for 
their  assistance  in  our  meat  dilemma.  Many  of  the  stores  are  cut- 
ting prices  as  much  as  20  percent  during  this  last  week  now,  and  we 
have  found  increases  of  beef  sales  by  over  8  percent  in  that  short 
time.  This  is  an  excellent  opportunity  for  consumers  to  save  on  their 
meat  bill  at  the  expense  of  the  feeder.  Our  hope  is  that  we  can  eat 
our  way  out  of  the  glut  in  the  market. 

I  certainly  appreciate  your  listening  to  the  feeling  of  the  Nebraska 
livestock  industry  and  giving  me  the  opportunity  to  bring  these 
to  you.  I  apologize  for  straying  from  the  text  of  the  pending  1981 
farm  bill,  and  I  hope  you  will  accept  the  information  given  in  your 
deliberations  on  all  legislation  affecting  the  livestock  industry. 

Thank  you,  Senator. 

Senator  Zorinsky.  Thank  you,  Larry. 

Some  people  today  have  testified  that  if  an  embargo  is  imposed 
for  any  reason,  loan  rates  should  be  increased  to  100  percent  of  parity 
immediately  to  prevent  a  serious  disruption  of  the  grain  market. 
In  your  opinion,  would  such  a  sudden  jump  in  loan  levels  cause  a 
serious  disruption  of  the  livestock  market? 

Mr.  Schram.  It  would  be  a  complete  disaster  in  my  situation, 
because  whenever  you  plan  a  feeding  program  and  you  have  plugged 
in  your  proposed  costs,  let's  say  $3.50  for  corn,  and  all  of  a  sudden 
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something  happens  that  changes  that  $1  or  $2  per  bushel,  you 
have  just  taken — for  every  10  cents  on  a  bushel  of  corn,  you've 
raised  your  costs  a  cent  a  pound  in  gain,  and  that  will  hold  true 
right  on  up  through  the  scale.  It  can  be  a  disaster  when  you  have — 
a  disturbance  in  the  natural  flow  is  bad. 

We  see  this  happening  through  our  news  media  reporting  the  crops 
in  other  countries  and  immediately  you  see  the  paper  trade  just  go 
wild.  A  frost  on  the  oranges  in  Florida  will  make  somebody  rich  the 
next  day.  You  know,  this  gyration  is  just  unreal. 

Senator  Zorinsky.  Then  the  underlying  goal,  I  think,  of  all  of  us, 
whether  it  be  in  grains  or  cattle  production,  should  be  stability  in 
the  market  and  not  pitting  one  farmer's  interest  against  another 
farmer's  interest. 

Mr.  Schram.  That's  definitely  right,  because  everybody  in  this 
room  here  is  making  their  living  through  argiculture  and  we're  less 
than  2.8  percent  of  the  population.  We  can't  elect  you  to  office.  We 
can  help,  but  we  can't  put  you  there. 

And  I  can  see  where  your  colleagues  back  in  the  District  of  Columbia 
have  a  hard  time  looking  at  agriculture  with  a  fearful  eye  of  getting 
reelected,  you  know. 

Senator  Zorinsky.  When  you  say  "Why  don't  they  understand 
our  problem  from  agriculture  land?" — I  think  we  pretty  much  have 
a  consensus  with  regard  to  helping  agriculture  and  understanding 
the  nature  of  agriculture  in  the  Senate  side,  because  the  State  of 
New  York  and  the  State  of  New  Jersey  have  two  Senators  each, 
and  the  State  of  Nebraska  has  two  Senators. 

We  get  into  the  House  of  Representatives  however,  where  New 
York  comes  up  with  43  House  Members,  and  Nebraska  comes  up 
with  three  House  Members.  Obviously,  House  representation  is 
based  on  population,  and  those  43  people  are  from  population  centers 
which  means  urban  not  rural  areas.  Then  we  lose  something  in  the 
communication  of  the  needs  of  agriculture. 

I  know  it  is  an  educational  process  and  it  is  tough  but,  hopefully, 
with  hearings  like  this  and  with  a  realization  of  where  we  are  going 
with  respect  to  this  Nation's  ability  to  produce  food,  and  with  a 
continued  multiplication  of  people  living  on  this  planet  Earth,  the 
day  is  going  to  come  very  soon  when  everbody  is  going  to  wake  up 
finally  and  realize  that  we've  got  something  here  that  is  better  than 
gold  and  that  we  ought  to  preserve  for  the  rest  of  the  world. 

Mr.  Schram.  You've  got  a  real  good  statement  there,  Senator, 
and  I  would  wish  to  emphasize  our  feelings  that  we,  as  a  Nation  in 
our  balance  of  trade,  should  be  considering  shipping  more  finished 
products.  The  Japanese  don't  send  their  Sony's  over  here  in  parts. 
We  don't  get  Volkswagons  in  parts,  you  know,  and  if  we  could  ship 
them  finished  products,  as  much  as  possible,  it  would  really  help 
our  people,  keep  our  people  working,  too,  if  it  could  be  worked  out. 

I  realize  in  working  with  the  Meat  Export  Federation,  as  a  director 
on  that  board,  the  obstacles  to  overcome  in  getting  this  trade.  Appar- 
ently we're  not  good  traders.  We  don't  know  how  to  deal  with  them. 
We  need  to  learn  that.  I  think  they're  laughing  at  us. 

Senator  Zorinsky.  Thank  you,  Larry. 

Mr.  Schram.  You  bet,  and  thank  you,  Senator. 

Senator  Zorinsky.  Verner  Magnusson  with  the  Nebraska  Associ- 
ation of  Farmer  Elected  Committeemen. 
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STATEMENT  OF  VERNER  MAGNUSSOH,  REPRESENTING  THE 
NEBRASKA  ASSOCIATION  OF  FARMER  ELECTED  COMMITTEE- 
MEN 

Mr.  Magnusson.  I,  Verner  Magnusson,  am  here  representing  the 
Nebraska  Association  of  Farmer  Elected  Committeemen,  and  also 
as  a  producer  of  agricultural  commodities,  for  the  purpose  of  pro- 
viding some  input  into  agricultural  legislation  for  1982  and  ensuing 
years. 

We,  as  farmers  and  members  of  NAOFEC,  realize  that  we 
are  facing  a  new  administration  and  a  new  Congress  and  we  would 
like  to  bring  to  their  attention  some  of  the  fundamental  provisions 
of  the  past  and  current  farm  programs  that  should  be  preserved. 
These  provisions  include : 

First,  a  nonrecourse  commodity  loan  program  for  wheat,  feed 
grains  and  other  farm  commodities. 

Second,  the  farmer  held  reserve  program. 

The  set  aside  and  land  diversion  programs  as  enacted  by  the  Food 
and  Agriculture  Act  of  1977. 

Third,  continuation  of  the  current  wool  program. 

Fourth,  administration  of  farm  programs  through  elected  com- 
munity and  county  farmer  committees. 

Fifth,  retention  of  the  present  parity  formula  (1910-14  base) 
as  yardstick  for  measuring  farm  costs  and  income. 

Sixth,  inclusion  of  all  agricultural  commodities  under  a  compre- 
hensive farm  program. 

In  addition  to  maintenance  of  these  proven  and  effective  pro- 
visions, the  Nebraska  Association  of  Farmer  Elected  Committeemen 
seek  the  following  improvements  in  the  1982  farm  law: 

First,  to  provide  an  effective  floor  price  to  protect  producers,  the 
minimum  level  of  commodity  loans  must  be  set  at  a  percentage  of 
parity,  equal  to  cover  the  cost  of  production,  using  current  land 
value  with  an  escalator  clause  to  adjust  loan  rates  on  a  semiannual 
basis  to  reflect  increased  cost  of  production. 

Second,  inclusion  of  a  price  support  system  for  sugar. 

Third,  expansion  of  the  farmer-held  reserve  program  and  en- 
couragement to  all  countries  to  support  strategic  international 
reserves. 

Fourth,  increased  emphasis  and  authority  of  Federal  participa- 
tion in  soil  and  water  conservation  programs. 

Fifth,  expansion  of  school  lunch,  school  milk,  and  other  domestic 
food  programs. 

Sixth,  expansion  of  the  food  for  peace  (Public  Law  480)  program. 

Seventh,  the  present  provision  requiring  the  Secretary  of  Agri- 
culture to  increase  price  support  loans  to  90  percent  of  parity  upon 
the  imposition  of  an  embargo  or  suspension  of  sales  should  be  amended 
to  also  require  such  action  if  it  is  based  on  national  security  or  any 
other  reason. 

Eighth,  a  mandatory  set  aside  to  be  utilized  when  necessary  to 
adjust  production  to  the  amount  needed  to  meet  domestic  and  ex- 
port requirements. 

Ninth,  limitation  of  program  benefits  should  be  employed  to  favor 
the  family  farmer  and  rancher. 
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Tenth,  Nebraska  Association  of  Farmer  Elected  Committeemen 
is  opposed  to  removing  the  normal  crop  acreage  to  participate  in 
the  program. 

Eleventh,  international  agricultural  trade  agreements  with  all 
countries  should  be  renegotiated  immediately  with  an  effort  to  in- 
crease our  agricultural  exports. 

In  the  interests  of  all  the  people  here  at  home  and  around  the  world, 
the  Nebraska  Association  of  Farmer  Elected  Committeemen  feels 
that  more  emphasis  on  food  and  less  on  ammunition  would  con- 
tribute considerably  more  toward  a  peaceful  and  satisfying  inter- 
national relationship  for  all. 

Thank  you,  Senator,  and  members  of  the  staff  for  giving  us  the  op- 
portunity to  come  down  here  and  make  a  few  statements  to  you. 

Senator  Zorinsky.  Thank  you,  Verner. 

Do  you  agree  with  some  of  the  people  that  have  testified  previously 
that  the  farmer  held  reserves  should  be  adjusted  to  only  call  small 
portions  of  grain  at  a  time  instead  of  all  at  once? 

Mr.  Magnusson.  Well,  I  feel  if  there  was  no  call  any  time,  it  would 
work  out  and  the  market  would  take  care  of  itself.  Have  it  in  the 
release,  but  no  call  because  if  you  have  it  in  the  call  and  you  charge 
that  farmer  interest  after  a  while,  pretty  soon  he's  going  to 

Senator  Zorinsky.  Economics  will  dictate. 

Mr.  Magnusson.  Economics  will  take  care  of  that,  so  I  think  it 
will  just  take  care  of  itself. 

Senator  Zorinsky.  Do  you  have  any  views  on  the  $50,000  limi- 
tation on  deficiency  payments  being  increased  or  decreased? 

Mr.  Magnusson.  Well,  I  think  it's  a  good  figure  about  where  it 
is  at,  myself. 

Senator  Zorinsky.  You  know,  we  must  try  to  get  a  consensus  of 
opinion  on  that  number,  because  I  can  just  see  our  members  of  the  Ag 
Committee  sitting  around  the  table  and  throwing  that  question  out 
and  all  of  a  sudden  the  group  getting  carried  away.  You  go  one  way  or 
the  other  without  really  weighing  the  results  and  that's  why  I  am 
asking  that. 

Mr.  Magnusson.  The  $100,000  might  be  a  little  bit  too  big,  but 
then  you  get  down  to  $20,000  and  it  isn't  big  enough.  So  I  think 
$50,000  is  a  pretty  good  sound  figure  right  now. 

Senator  Zorinsky.  Do  you  think  that  an  upper  limit  should  be 
placed  on  the  size  of  the  grain  reserve? 

Mr.  Magnusson.  Well,  you  know,  a  lot  of  times  I  think  there 
might  not  even  have  to  be  a  limit  at  all.  I  think  economics  will  take 
care  of  itself.  I  really  don't  think  there  should  be  a  limit  at  all. 

Senator  Zorinsky.  Do  you  feel  that  the  statutory  authority  for  set- 
asides  should  be  retained,  or  should  only  authority  for  paid  diversion 
be  sought? 

Mr.  Magnusson.  I  think  paid  diversion. 

Senator  Zorinsky.  Do  you  feel  the  Secretary  of  Agriculture  should 
have  the  discretion  with  parameters  to  set  that,  or  do  you  think  that  it 
should  be  written  into  law?  For  instance,  if  a  carryover  exceeds  a  cer- 
tain level,  a  set-aside  or  diversion  program  could  be  then  offered? 

Mr.  Magnusson.  The  way  it  has  been  going  the  last  years,  I  think 
Congress  should  have  more  to  say  in  it  because  the  Secretary  doesn't 
seem  like  he's  the  boss  any  more. 
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Senator  Zorinsky.  Thank  you  very  much,  Verner. 

Mr.  Magnusson.  I  wanted  to  make  one  more  comment  here, 
Senator.  As  I  read  through  the  Farmers  Union  letter,  it  says,  "To  no 
one's  surprise,  crops  will  cost  more  to  produce  in  1981  than  last  year." 
Primarily,  cost  per  bushel  worked  up  by  the  USDA  include  $3.16  for 
corn,  8  cents  over  1980;  $5.27  on  wheat,  up  53  cents  from  1980;  $7.55 
on  soybeans,  up  12  cents.  These  figures  are  close  to  the  final  figures. 
Congress  will  get  them  later  this  month. 

Now  on  corn  at  $3.16,  8  cents — that's  only  2  percent.  Wheat  is  about 
10. 1  don't  know  much  about  wheat.  I  am  not  a  wheat  man.  And  beans, 
that's  at  $7.55.  That's  12  cents.  That's  2  percent. 

If  the  USDA  is  furnishing  Congress  figures  that  it's  only  going  to 
cost  us  2  percent  more  this  year  than  last  year,  I  mean,  you've  got  to 
be  confused.  Because  just  take  our  fuel,  it's  up  30  percent.  Fertilizer 
possibly  up  40  percent,  and  then  you  say  it's  onlv  going  to  cost  us  2 
percent  more.  And  then  the  USDA  is  going  to  feed  them  figures  to  you 
this  says  here. 

Senator  Zorinsky.  They've  been  feeding  us  figures  for  a  long  time. 

Mr.  Magnusson.  Being  I  know  you  so  well,  I  know  you  don't 
believe  them.  You've  told  me  that  a  lot  of  times.  But  I  just  want  to 
point  this  out  again. 

Senator  Zorinsky.  I  believe  in  one  thing.  Figures  don't  lie,  but  liars 
can  figure. 

Mr.  Magnusson.  Well,  that's  about  right. 

Thank  you,  Senator. 

Senator  Zorinsky.  Thank  you. 

Milt  Christensen  with  the  Nebraska  Association  of  Resources 
Districts. 

STATEMENT  OF  MILTON  CHRISTENSEN,  PRESIDENT,  NEBRASKA 
ASSOCIATION  OF  RESOURCES  DISTRICTS 

Mr.  Christensen.  I  am  Milton  Christensen,  president  of  the 
Nebraska  Association  of  Resources  Districts.  The  NARD  is  an  orgaiii- 
zation  whose  members  are  the  24  natural  resources  districts  operating 
as  political  subdivisions  of  the  State.  NRD's  are  responsible  for  water 
and  land  resources  activities  including  basic  conservation  and  land 
treatment  programs,  flood  control,  irrigation  management,  ground 
water  regulations,  and  a  wide  range  of  other  water  and  land  issues. 

Our  specific  interests  in  the  proposed  legislation  which  would  cul- 
minate in  a  1981  comprehensive  farm  bill  deals  with  the  subject  of 
conservation  programs  and  policies. 

Our  natural  resources  districts  in  Nebraska,  and  the  conservation 
districts  of  each  of  the  States  across  the  United  States,  have  for  years 
been  vitally  interested  in  this  most  important  issue.  Today  it  appears 
that  it's  also  one  of  the  fastest  growing  concerns  of  the  American  public 
in  general. 

The  United  States  has  the  finest  productive  capacity  of  food  and 
fiber  in  the  world.  Its  capacity  is  built  upon  the  capabilities  of  a 
renewable  resource  base,  our  land  and  our  water,  by  private  enterprise 
and  public  policy  grounded  in  a  spirit  of  a  free  market  economy,  a  free 
people  and  a  democratic  form  of  government.  It  behooves  each  of  us  to 
insure  the  continued  strength  of  this  vital  system,  including  the  soil 
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and  water  resources  capability  on  which  it  is  based.  The  strength  of 
our  agricultural  productive  capacity  undergirds  our  defense  capability 
and  helps  us  to  insure  our  status  as  the  leader  of  the  free  world  and 
our  stature  among  all  nations. 

We  believe  that  today  is  the  time  to  propose  a  stronger  course  of 
action  for  conservation  of  our  land  and  water  resources,  and  a  larger 
commitment  at  the  Federal  level  than  we  have  given  in  recent  years. 
We  believe  it  is  time  to  reverse  a  declining  level  of  resources  care  and 
return  once  again  to  the  principles  of  resources  conservation  and 
development  and  the  wise  use  that  made  our  Nation  strong. 

The  problem  of  proposing  more  vigorous  public  action,  and  more 
expenditures  of  public  funds,  at  this  time  when  the  control  of  Federal 
spending  is  such  an  important  political  concern,  is  not  lost  to  us.  We 
are  convinced,  however,  that  the  issue  is  not  an  economic  one.  The 
society  that  cannot  afFord  to  protect  the  resources  base  on  which  it 
depends  cannot  afford  to  exist.  We  feel  that  natural  resources  conserva- 
tion programs  have  long  been  too  low  on  the  national  priority  agenda, 
that  the  concerns  raised  by  the  recently  concluded  Resources  Conser- 
vation Act  and  Resources  Planning  Act  demand  that  those  commit- 
ments be  elevated,  and  that  the  capability  exists  within  our  political 
and  economic  system  to  accomplish  that  goal. 

We  believe  that  the  public  will  today  support  a  stronger  USD  A 
resources  conservation  program — one  that  is  voluntary,  locally  con- 
trolled and  supported  by  some  Federal  funding.  Present  USDA  efforts 
need  improvement  as  well  as  more  adequate  funding,  but  that  alone 
will  not  be  sufficient  in  our  estimation.  New  and  innovative  types  of 
efforts  are  needed  as  well  to  enable  USDA  to  more  effectively  cooperate 
with  state  and  local  governments  as  partners  in  meeting  the  serious 
problems  facing  the  Nation's  private  land  users  with  regard  to  land 
and  water  conservation. 

NEW    PROGRAMS 

Two  new  programs  which  we  would  like  to  see  considered  for 
inclusion  in  the  comprehensive  farm  bill  for  1981  are: 

(1)  Grants  to  States  and  conservation  districts.  Such  grants  would 
provide  significantly  greater  support  to  conservation  districts, 
strengthening  their  capabilities  and  formulating  and  leading  in  the 
implementation  of  long-range  conservation  program  activities.  Na- 
tural resources  district  program  activities  in  Nebraska  have  caused 
an  ever-increasing  demand  for  conservation  work  while  at  the  same 
time  the  Federal  Government  in  recent  years  has  been  reducing 
personnel  commitments  to  this  area.  We  are  mindful  that  at  the 
inception  of  the  soil  conservation  programs  in  the  United  States, 
State  conservation  agencies  and  local  conservation  districts  were 
primarily  advisory  in  function  to  the  Federal  soil  conservation 
programs.  Over  the  years,  however,  States  and  conservation  dis- 
tricts have  added  personnel  and  capabilities  to  develop  and  imple- 
ment programs  on  their  own  during  the  same  period  of  time  that 
the  Federal  Government  has  been  reducing  numbers.  Natural  re- 
sources districts  in  Nebraska  and  their  counterpart  conservation 
districts   throughout   the   country   have   indicated   needs   for   more 

[>ersonnel  to  work  directly  with  landowners  in  planning  and  instal- 
ing  conservation  practices  on  the  land.  This  need  has  not  been 
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filled  by  the  Soil  Conservation  Service  because  of  fund  limitations 
and  stafF  reductions.  We  believe  that  a  more  efficient  method  of 
providing  this  personnel  would  be  through  grants  to  States  and 
conservation  districts  which  would  allow  them  to  design  their  per- 
sonnel structures  to  more  closely  fit  the  specific  needs  of  their  areas 
and  establish  local  conservation  priorities  for  program  implemen- 
tation. 

(2)  Establishment  of  special  areas  conservation  programs.  As  a 
supplement  to  the  grants  to  States  and  conservation  districts  for  tech- 
nical assistance  programs,  the  establishment  of  a  program  which 
would  allow  local  conservation  leaders  to  identify  areas  with  special 
problems  and  to  implement  at  the  local  level  solutions  and  special 
programs  with  Federal  funding  assistance  would  make  the  package 
complete.  Present  Federal  conservation  programs  have  generally 
been  designed  and  administered  by  the  USDA  to  provide  a  nation- 
wide program  dealing  with  a  broad  spectrum  of  erosion  and  con- 
servation issues.  There  are  a  number  of  areas  in  the  Nation,  some 
specifically  within  the  State  of  Nebraska,  which  are  probably  in- 
capable of  meeting  their  needs  through  such  programs. 

The  Great  Plains  conservation  program  was  a  program  similar 
to  this  in  original  form.  It  was  designed  to  provide  a  shortfall  in  con- 
servation programs  for  the  Great  Plains  area  of  the  Nation,  and  has 
done  an  excellent  job  of  meeting  some  of  those  needs.  Many  other 
areas  have  similar  or  perhaps  even  more  demanding  situations  which 
could  and  should  be  addressed  by  local  implementation  of  programs 
designed  specifically  to  deal  with  those  problems.  In  Nebraska  today, 
some  major  problems  include  cropland  development  of  highly  erosive 
soils  and  a  need  for  better  irrigation  water  management  programing. 

CHANGES  IN   PRESENT  PROGRAMS 

A  number  of  presently  operational  USDA  conservation  programs 
have  served  this  Nation  well,.  Some  of  those  programs  need  modifi- 
cation to  recognize  current  needs  and  should  be  considered  as  a  part 
of  a  comprehensive  conservation  package  in  the  1981  farm  bill.  Two 
existing  programs  are  of  specific  interest  to  parts  of  Nebraska's  con- 
servation activities. 

(1)  The  Public  Law  566  small  watersheds  program  is  a  highly  used 
program  in  Nebraska.  The  impact  of  other  Federal  laws  and  the  im- 
pact of  today's  economy  should  be  recognized,  however,  in  applica- 
tion of  the  566  provisions.  Present  provisions  for  administrative  ap- 
proval of  small-scale  Public  Law  566  projects  restrict  that  approval 
to  no  more  than  $1  million  projects.  Inflationary  pressures  of  the  last 
decade  have  pushed  project  costs  higher  and  higher,  and  the  relatively 
small  projects  now  require  consideration  by  congressional  committees. 
This  additional  review  process  could  be  alleviated,  largely  by  raising 
the  limit  on  the  size  of  projects  to  $5  million.  We  would  support  such 
an  increase. 

Public  Law  566  programs  now  require  a  review  under  the  principles 
and  standards  as  promulgated  by  the  Water  Resources  Council. 
Because  of  the  nature  of  the  project  development  under  watershed 
programs,  we  do  not  believe  that  such  review  is  necessary  and  that 
present  processes  delay  the  planning,  approval,  and  construction  of 
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projects.  We  would  highly  encourage  the  exemption  of  small  water- 
sheds projects  from  the  principles  and  standards  through  legislative 
action. 

We  would  also  encourage  legislative  support  of  the  Public  Law  566 
land  treatment  watershed  program.  Block  grants  of  funds  utilized  for 
land  treatment  practices  within  watershed  areas  under  the  small 
watersheds  program  can  be  a  significant  program  dealing  with  land 
treatment  needs  in  some  watershed  programs  across  the  country. 
Natural  resources  districts  in  Nebraska  and  conservation  districts 
elsewhere  can  make  use  of  the  land  treatment  type  watershed  to 
accomplish  important  conservation  gains  by  administering  these 
programs  at  the  local  level  to  serve  locally  specific  needs. 

(2)  The  resource  conservation  and  development  program  adminis- 
tered by  the  Soil  Conservation  Service  needs  to  achieve  some  per- 
manent status.  R.C.  &  D.  activities  have  been  useful  in  helping 
rural  citizens  and  communities,  counties  and  conservation  districts 
come  together  to  solve  local  problems.  Throughout  the  history  of 
this  program,  the  R.C.  &  D.  has  not  had  explicit  legislative  direction 
establishing  its  objectives  and  goals.  We  would  encourage  the  establish- 
ment of  authorizing  legislation  to  provide  for  a  permanent  program 
effort  under  the  R.C.  &  D.  concept  and  would  encourage  the  R.C.  &  D. 
concept  to  be  utilized  more  extensively  as  a  mechanism  for  funding 
special  types  of  conservation  program  activities. 

CONCLUSION 

In  conclusion,  natural  resources  district  activities  in  Nebraska 
prove  that  the  local  people  and,  to  an  increasing  extent,  the  State 
are  enthused  and  evermore  capable  partners  in  a  tripartite  arrange- 
ment designed  to  accomplish  the  conservation  work  of  this  Nation. 
We  believe  that  the  Federal  Government  needs  to  maintain  its 
strong  position  in  this  effort,  while  at  the  same  time  allowing  the 
local  decisionmakers  to  establish  priorities  based  upon  their  local 
conservation  needs  and  demands.  The  types  of  programs  that  we 
have  proposed  in  this  testimony  we  believe  will  strengthen  Federal 
commitments  which  have  been  waning  in  recent  years,  while  at  the 
same  time  inducing  a  stronger  participation  from  the  State  and  local 
levels. 

We  thank  you  for  the  opportunity  to  present  our  thoughts  to  you, 
and  would  pledge  our  support  and  assistance  to  you  throughout 
your  consideration  of  these  matters. 

Senator  Zorinsky.  Thank  you,  Milt. 

How  will  soil  conservation  service  reduction  of  technical  assistance 
affect  the  Nebraska  State  cost  share  program? 

Mr.  Christensen.  Well,  Nebraska  doesn't  have  a  State  cost 
share  program  as  such.  They  have  a  program  which  does  provide 
some  money,  but  it's  not  adequate.  It's  a  supplement  to  the  ASCS 
funds,  which  also  are  not  adequate.  Some  of  the  local  districts  are 
furnishing  some  cost  share  money,  which  are  also  not  adequate,  and 
the  districts  are  doing  as  much  as  they  can  with  the  funds  they  have 
available. 

Senator  Zorinsky.  I  could  put  you  down  on  the  side  of  more  money? 

Mr.  Christensen.  Well,  I  guess  that's  the  name  of  the  ball  game. 
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Senator  Zorinsky.  Is  it  possible  that  higher  world  prices  for  crops 
would  only  lead  some  farmers  to  increase  their  production  at  the 
cost  of  conservation  and,  if  so,  how  do  you  resolve  a  problem  like  that? 

Mr.  Christensen.  Well,  I  suppose  it  would  be  difficult  to  resolve 
greed.  You  can't  legislate  greed.  And  I  suppose  you  will  always  have 
that  element  of  society  that  chooses  to  take  everything  they  can  get, 
but  I  think  that  the  wise  resource  management,  wise  conservation 
practices,  in  the  long  run,  do  not  benefit  that  type  of  person.  In 
other  words,  sooner  or  later — we've  seen  what's  Happened  in  the 
exploitation  of  our  soils.  It  started  out  on  the  east  coast  and  worked 
this  way.  And  the  old  philosphy  was,  go  West  young  man,  go  West, 
and  they  kept  plowing  up  and  down  the  hills  and  the  land  was  lost. 
They  got  to  California  and  there's  no  place  to  go  West. 

Senator  Zorinsky.  Some  farmers  say  that  if  only  market  prices 
are  high  enough  they  will,  voluntarily  and  on  their  own,  practice 

food  conservation.  But  some  conservationists  indicate  that  no  matter 
ow  high  crop  prices  are  a  lot  of  conservation  just  won't  be  cost 
efficient  for  the  individual  farmer.  Can  you  comment  on  that? 

Mr.  Christensen.  Well,  I  suppose,  to  a  certain  extent,  you'll 
never  accomplish  all  of  the  conservation  work  necessary  on  a  vol- 
untary approach.  But  at  this  point  in  time  we  have  more  conser- 
vation work  we  can  do  on  a  voluntary  approach  than  we  have  funds 
to  get  accomplished.  Given  a  higher  market  price  for  grain  probably 
would  get  some  of  that  conservation  work  implemented,  but  often- 
times farmers  are  not  long  range  in  their  planning  enough  to  see 
beyond  their  own  generation.  So  I  guess  the  preservation  of  resources 
is  really  long  range  planning  for  the  entire  country  for  generations 
to  come. 

Senator  Zorinsky.  Do  you  agree  that  the  additional  profits  would, 
indeed,  encourage  an  individual  to  take  care  of  what  produces  those 
profits  in  a  better  manner? 

Mr.  Christensen.  Well,  I  guess  at  this  point,  speaking  from  my 
own  personal  convictions,  yes.  If  I  were  to  receive  a  better  profit 
margin,  I  would  implement  more  conservation  practices  than  I  now 
have. 

Senator  Zorinsky.  Thank  you  very  much,  Milt. 

Mr.  Stan  DeBoer  of  the  American  Agriculture  Movement  and, 
Corky,  do  you  want  to  come  up  with  him? 

Corky  Jones.  If  it's  all  right,  Senator,  I'll  relinquish  the  time 
until  after  the  meeting,  if  that  would  be  fitting. 

Senator  Zorinsky.  Fine. 

STATEMENT  OF  STAN  DeBOEB,  AMERICAN  AGRICULTURE 

MOVEMENT 

Mr.  DeBoer.  Senator  Zorinsky,  members  of  the  committee, 
I  do  not  have  a  prepared  statement  turned  in.  I  thought  that  possibly 
we  could  benefit  by  listening  to  what  the  concerns  were,  and  we 
will  prepare  a  written  statement  and  send  it  in;  possibly  then  we 
can  address  the  exact  things  that  have  been  talked  about  here  today. 

I  think  we  do  have  to  realize  that  there's  no  way  that  we  can  be 
an  expert  on  every  field,  but  we  can  be  willing  to  offer  our  position, 
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and  then  from  there  that  will  give  you  the  ability  maybe  to 
which  is  most  important. 

Very  quickly  I  am  going  to  go  through  a  list  of  things  that  I've 
written  down  that  have  been  addressed  here  today  and  then 
possibly,  if  I  overlook  something,  we  can  go  from  there. 

First  of  all,  I  think  we  should  talk  about  exports.  This  has  been 
something  that  has  been  told  to  the  American  farmer  for  the  last 
several  years,  that  that's  our  solution  to  price,  and  I  think  without  a 
price,  exports  are  never  going  to  solve  our  problem.  Mr.  Dave  Ander- 
son stressed  that  very  well  and  I  totally  support  his  position. 

I  think  from  the  standpoint  of  supply  and  demand,  which  is  some- 
thing that  has  a  nice  ring  to  it  and  most  farmers  like  to  think  that's  what 
we  have,  we  probably  are  in  a  position  where  Government  is  involved 
in  agriculture  and  they're  going  to  continue  to  be.  Now  this  is  the  food 
of  the  American  people  and,  consequently,  we're  going  to  have  to  learn 
to  work  together. 

I  think  as  far  as  planting  the  total  acreage,  using  USDA  figures,  they 
have  indicated  that  possibly  if  we  had  some  excess  production  and 
wanted  to  earmark  it  for  alcohol,  that  if  we  could  go  to  a  10-percent 
blend  of  alcohol,  or  gasohol,  it  would  return  to  the  Nation's  Treasury 
some  $7  billion  that  we  are  not  getting  in  oil  that  we're  purchasing 
from  the  OPEC  countries.  From  there  on  up ;  I  don't  know. 

Railcars  are  something  that  probably  a  very  short  time  ago  your 
office  was  answering  every  other  phone  call,  indicating  that  our  prob- 
lem was  railcars.  We  monitored  the  railcar  situation  for  quite  a  long 
period  of  time  in  Portland  and  in  the  gulf,  and  at  the  time  when  they 
were  telling  us  to  call  Congress,  the  railcars  were  there,  and  loaded, 
and  they  were  loading  at  the  limits  of  their  ability,  and  I  doubt  that 
railcars  actually  had  a  very  big  bearing  on  price  for  a  very  long  period 
of  time. 

I  think,  then,  I  should  talk  about  possibly  something  that  hasn't 
been  addressed  here  today  and  that's  this  word  "inflation."  It  hasn't 
been  attacked  from  the  standpoint  of  interest.  It's  awful  hard  for  me  to 
accept  that  a  very  short  period  of  time  ago  we  almost  consistently 
stayed  below  the  10  or  11  percent  and,  in  most  cases,  had  laws  limiting 
it  to  that  level,  and  now  we're  looking  at  15  to  20. 1  don't  think  that  we 
can  survive  through  15  or  20  percent  interest,  and  I  think  this  is  some- 
thing that's  going  to  have  to  be  addressed  if  we  are  going  to  stop 
inflation. 

Wednesday  of  last  week  on  the  front  page  of  the  Wall  Street  Journal 
I  noticed  that  it  said  that  the  Japanese  Government  had  just  changed 
their  level  for  their  lending  agencies  to  6l4  percent  to  stimulate  the 
economy.  I  think  that  if  we  could  take  the  margin  between  6\i  and 
where  we  are  and  put  that  into  the  economy,  probably  Chrysler  or  any 
other  of  the  corporations  that  are  in  trouble  wouldn't  be. 

It  was  addressed  about  an  older  or  a  younger  producer  and  that  they 
could  produce  cheaper.  I  think  this  is  something  that  sounds  good,  but 
we're  going  to  produce  all  of  our  land  into  debt  if  we  do  this.  The  man 
that  has  had  his  land  for  a  long  period  of  time  is  entitled  to  a  return  on 
his  investment,  and  by  the  same  token  this  same  margin  of  profit  will 
put  the  young  producer  back  on  the  land. 

If  we  look  back  a  very  short  period  of  time,  to  1974,  in  our  com- 
munity we've  put  more  young  farmers  back  on  the  land  because  of  a 
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profit  era  than  we  have  in  any  time  since  I've  been  farming,  since 
1958. 

The  embargo,  I  have  opposed  the  embargo  from  day  one,  and  have 
indicated  that  I  thought  if  we  were  going  to  have  an  embargo  then 
we  should  have  an  absolute  total  embargo.  And  we  shouldn't  be 
allowed  to  do  as  we  did  last  week  when  we  read  out  of,  again,  the 
Wall  Street  Journal  where  our  allies,  the  European  Common  Market, 
France,  Britain,  had  all  increased  their  imports,  and  I  am  sure  it  was 
done  at  the  expense  of  the  American  farmer  and  the  American  people. 
This  is  something  that  we  know  that  they  don't  have  the  potential 
to  increase  their  exports  the  amount  that  they  increased,  so  it  would 
further  back  up  what  you  said  about  milling  flour  and  sending  it  across 
the  border. 

We  do  support  Public  Law  480.  I  have  always  felt  that  we  could 
probably  do  more  with  food  than  we  can  with  weapons.  And  as  far 
as  whether  it  needs  to  be  changed  or  updated,  I  would  have  to  say 
that  I  am  not  qualified  there  and  I  would  leave  that  to  the  people 
who  are  qualified  to  decide  what  we  need  to  do  with  that  program. 
But  I  do  think  that  if  the  Nation  is  going  to  give  away  our  commod- 
ities, let's  price  them,  and  then  let's  give  them  away  as  a  nation; 
not  have  the  producers  give  away. 

It  was  put  to  me  the  other  day  that  possibly  in  the  event  of  an 
embargo  that  we  would  move  to  a  level  of  $10  a  bushel  for  wheat, 
if  they  would  like  to  buy  some.  The  difference  between  what  is  deter- 
mined a  fair  price  to  the  farmer  and  what  we  receive  for  that  wheat 
could  be  put  mto  the  Treasury  and  possibly  we  would  start  to  work 
on  that  deficit  rather  than  continue  to  build  on  it. 

There's  been  some  word  in  the  news  about  FmHA  discontinuing 
their  lending  ability  or  trying  to  cut  it  back.  From  every  indication  that 
I  have  had,  and  I  nave  pretty  close  contact  with  different  individuals 
across  the  Nation,  we've  slkf  into  a  situation  where  we  have  to  have 
FmHA. 

I  was  in  Oklahoma  over  the  weekend  and  they  indicated  to  me  in 
the  area  of  Alva,  Okla.,  which  is  a  continuous  wheat  area,  that  they 
have  gone  from  1975  to  the  present  time  from  5  percent  lending  of 
FmHA  to  the  present  60  percent.  So  to  say  that  we're  going  to  cut 
that  lending  ability  out,  we  probably  will  continue  to  remove  the 
farmers  from  the  land. 

By  USDA  figures,  we're  looking  at  2,000  farmers  a  week  leaving 
the  land.  If  this  is  the  case  and  the  impact  that  it  has  on  the  rest  of 
that  agribusiness  industry,  which  includes  some  15  million  people, 
I  find  it  hard  to  accept  worrying  about  a  few  thousand  in  Chrysler. 

We're  putting  these  people  off  the  land  fully  knowing  it,  and  a 
much  larger  number  than  that  and  we  don't  see  any  correction  com- 
ing, I  hope  because  of  communications  and  the  possibility  that  we 
need  some  education. 

We  would  support  the  1977  farm  bill.  I  think  there's  probably 
some  things  that  need  to  be  changed,  and  we  totally  support  the 
parity  concept  for  a  measuring  amount,  and  then  the  level  chosen 
will  have  to  be  decided  by  the  Members  of  Congress,  but  I  don't 
think  that  we  need  to  reestablish  a  new  system  of  determining  whether 
or  not  we  get  paid. 

Thank  you. 
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Senator  Zorinsky.  Thank  you,  Stan.  As  usual,  you  are  very 
articulate.  I  might  take  this  opportunity  to  commend  you  for  your 
involvement  and  your  many  treks  back  to  Washington  to  give  your 
message  on  behalf  of  agriculture.  I  think  it's  had  a  beneficial  impact 
back  there.  I  don't  know  how  much  or  how  well  it  is  received  back 
there  in  Washington,  or  how  much  attention  is  being  given  to  agricul- 
ture but,  basically,  the  way  Government  does  business  back  there, 
the  wheel  that  squeaks  the  loudest  gets  the  oil.  It  is  time  the  agri- 
cultural wheel  has  started  to  squeak  loud  and  clear.  The  message  is 
coming  across  that  we  are  in  trouble  in  our  industry,  and  I  want  to 
thank  you  for  the  part  you've  played. 

Mr.  DeBoer.  Thank  you. 

Senator  Zorinsky.  Stan,  before  you  leave,  I'd  like  to  ask  if  the 
benefits  of  Government  commodity  programs  apply  equally  to 
everyone,  or  should  special  attention  be  paid  to  young  farmers  or 
small  farmers? 

Mr.  DeBoer.  Here  again,  I  don't  really  think  that's  a  problem.  I  * 
think  if  we  put  some  profit  back  into  agriculture,  the  young  people 
will  come  back  on  the  land.  The  fathers  will  split  with  sons,  if  they 
have  the  capability,  and  that's  all  that  it  requires. 

I  think  this  would  hold  true,  too,  in  areas  of  conservation,  or 
wherever  you  went,  some  profit  will  correct  it  to  a  great  extent. 

Senator  Zorinsky.  Do  you  feel  that  currently  the  Secretary  of 
Agriculture  is  being  allowed  to  conduct  the  business  of  the  Agri- 
culture Department? 

Mr.  DeBoer.  I  like  Mr.  Block.  I  think  he  is  a  fine  gentleman.  I 
think  he's  the  people's  choice,  but  I  don't  think  he  is  the  Secretary 
of  Agriculture.  That's  too  bad,  but  I  just  don't  feel  that  he  is,  and 
I  wish  that  he  were  because  I  have  faith  in  his  feelings  and  I  know 
that  he  knows  the  problem.  He  isn't  going  to  call  the  shots.  I  think 
Mr.  Lang  and  Mr.  Haig  will  be  calling  the  shots. 

Senator  Zorinsky.  Thank  you  very  much. 

Norma  Hall  with  the  Women  Involved  in  Farm  Economics,  more 
widely  known  as  WIFE. 

Welcome,  Norma,  and  thank  you  for  coining. 

Mrs.  Hall.  Thank  you,  Senator  Zorinsky. 

I  am  sorry  the  rest  of  your  committee  is  not  out  in  Nebraska  to  hear 
some  of  these  stories. 

Senator  Zorinsky.  They  will  hear  them. 

STATEMENT    OF    NORMA    HALL,    REPRESENTING    WOMEN    IN- 
VOLVED IN  FARM  ECONOMICS  (WIFE) 

Mrs.  Hall.  Senator  Zorinsky,  on  behalf  of  Nebraska  WIFE,  I 
would  like  to  share  some  thoughts  with  you.  I  have  cut  out  some  of 
them  in  the  interest  of  you  being  here  for  this  long  a  period  of  time 
and,  also,  I  know  you  will  have  more  time  to  read  them  than  you  will 
have  to  listen.1 

In  regard  to  the  1981  farm  bill,  I  feel  a  little  bit  like  the  child  that  is 
writing  a  letter  to  Santa  Claus.  He  knows  what  he  wants  and  what  he 
needs,  but  he  really  doesn't  know  what  is  in  Santa's  bag.  So  we,  as 
farmers,  know  what  we  want,  and  maybe  we  don't  all  agree  on  it,  but 

1  See  p.  253  for  the  prepared  statement  of  Mrs.  Hall. 
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we  really  don't  know  what  OMB,  and  the  State  Department  has, 
what  UoDA,  and  what  Congress  has  in  their  bags  for  us. 

In  addressing  general  farm  policies,  I  have  some  goals  for  farm 
legislation  that  I  want  to  share  with  you.  No.  1,  a  fair  share  of  the 
national  income  for  farm  families  and  fair  exchange  value  for  farm 
products,  agriculture  must  have  a  return  to  investment  comparable 
to  the  rest  of  the  economy.  As  an  example,  we  cannot  continue  to  sell 
our  products  at  below  cost  of  production  and  turn  around  and  purchase 
a  used  combine  for  $30,000  or  a  new  one  at  $60,000  plus. 

No.  2,  conservation  and  wise  use  of  our  resources,  Perhaps  we  need 
to  analyze  the  price  we  and  future  generations  will  pay,  as  we  continue 
to  mine  our  water  and  exploit  our  soil  in  order  to  mcrease  production 
so  we,  as  farmers,  can  continue  to  try  to  climb  out  of  that  hole  by 
producing  more  and  more.  We  know  the  importance  of  farm  exports  to 
the  farmer  and  the  Nation's  balance  of  payments,  but  will  exports  be 
listed  on  the  debit  side  of  the  ledger  as  far  as  conservation  is  concerned 
in  the  future? 

No.  3,  a  safeguarded  food  supply  with  quality  food  and  fiber. 
Productive  abundance  will  best  be  served  with  a  stabilized  reserve. 

No.  4,  the  stability  of  farm  communities  and  the  promotion  of 
national  economic  stability.  I  believe  the  price  structure  for  agricul- 
tural commodities  is  the  single  most  important  aspect  of  Federal  farm 
legislation.  I  do  not  claim  that  pricing  alone  will  solve  all  of  the 
agriculture  problems,  but  there  has  never  been  a  serious  economic 
depression  in  America  when  the  farmers  were  prospering. 

Now  with  these  four  goals  listed,  I  would  like  to  address  for  you 
some  ways  that  those  goals  might  be  attained.  People  in  agriculture 
and  agri-business  are  extremely  sensitive  to  fluctuation  in  the  world 
as  well  as  domestic  conditions.  The  Russian  grain  embargo  was 
imposed  at  a  time  when  grain  prices  were  floundering  and  they  have 
continued  to  retreat  from  occasional  highs  with  nearly  every  domestic 
and  world  crisis  and  promise  of  favorable  weather  conditions  ever 
since. 

In  a  period  of  9  days  after  the  embargo  was  imposed,  the  market 
suffered  its  greatest  loss  in  history.  WIFE  urges  the  lifting  of  the 
grain  embargo.  We  believe  if  an  embargo  is  imposed,  it  should  en- 
compass all  goods  and  services  and  we  require  that  if  an  embargo 
is  imposed  and  it  is  in  the  best  interests  of  this  country,  as  far  as  a 
national  emergency  goes,  that  those  prices  be  automatically  lifted 
to  90  percent  of  parity. 

We  basically  support  the  1977  Food  and  Agriculture  Act,  but  we 
do  submit  some  changes  that  could  be  made  in  new  farm  legislation. 

If  it  becomes  necessary  to  reduce  production,  a  set-aside  be  im- 
plemented on  a  unit  basis,  such  as  bushels,  pounds  and  tons,  contingent 
upon  annual  review  of  actual  carryover  stocks  of  each  commodity. 
We  believe  the  unit  concept  would  support  the  conscientious  pro- 
ducer and  rightfully  so. 

If  the  target  price  concept  is  included,  we  ask  that  it  reflect  a 
realistic  cost  of  production,  plus  a  profit  with  an  escalator  clause, 
readjustment  semiannually,  using  the  cost-of-living  index. 

We  urge  a  change  in  the  present  formula  now  is  use  to  determine 
the  Commodity  Credit  loan  by  using  a  fair  parity  formula  of  not 
less  than  75  percent  on  commodities. 
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Also,  it  should  be  made  clear  to  the  American  public  that  these 
grain  loans  are  just  a  loan  repaid  at  a  reasonable  rate  of  interest. 
Payment  of  those  loans  should  be  reflected  in  the  same  area  from 
which  the  loans  were  received.  We  support  the  farmer-held  reserve. 

Research  funds  need  to  be  made  available  if  we  are  to  continue 
to  progress  in  agriculture.  We,  as  farmers,  realize  the  rate  of  inflation 
must  be  brought  under  control.  We,  as  farmers,  realize  Federal 
spending  must  be  cut,  and  are  aware  that  those  cuts  will  include 
agriculture.  We  are  willing  to  take  those  cuts,  provided  the  rest  of 
society  share  in  the  programs  that  affect  them.  It  has  been  said  that 
the  President  has  a  chance  to  control  the  spending  of  10  percent  of 
the  budget.  The  remainder  is  mandated  by  various  laws  over  which 
his  office  does  not  have  control.  Now  if  the  defense  budget  is  increased, 
so  this  leaves  less  than  10  percent  to  be  affected.  From  the  remainder 
comes  many  vulnerable  programs  such  as  school  lunch  commodities. 
They  may  no  longer  be  provided  for  schools.  School  lunch  programs 
will  either  approximately  double  in  cost  to  the  students  or  to  be  phased 
out.  Programs  such  as  this  benefit  a  broad  portion  of  the  population 
and  help  agriculture  as  wrell. 

We  are  in  the  business  of  producing  food  for  people  and  know  we 
cannot  survive  if  the  consumer  is  not  financially  able  to  purchase  our 
commodities.  Food  is  cheap  now  but  it  is  so  at  the  expense  of  the  Ameri- 
can farmer.  Our  world  trading  communities  includes  nations  which 
place  great  value  upon  a  healthy  agriculture  and  are  willing  to  make 
sure  that  the  agriculture  has  the  encouragement,  cooperation,  and 
protection  needed,  even  if  it  causes  consumers  to  spend  amounts  of 
money  for  food  comparable  to  what  they  spend  for  other  goods  and 
services.  Are  we  as  American  farmers  not  justified  by  expecting  the 
same  efforts  from  our  Government? 

The  news  media  and  some  economists  are  predicting  a  golden  future 
for  agriculture  and  it  is  just  around  the  proverbial  corner.  We  cannot 
exist  on  what  is  ahead  in  the  future,  but  must  deal  with  farming  as  it  is 
today. 

Senator  Zorinsky,  I  ask  that  you  and  your  committee  consider  the 
points  that  I  and  others  have  presented  here  today.  Through  compila- 
tion of  these  ideas  may  your  committee  present  to  Congress  a  1981 
farm  bill  that  will  be  in  the  best  of  interest  of  the  American  farmer  and 
the  Nation.  Thank  you. 

Senator  Zorinsky.  In  relating  to  your  comments  concerning  making 
the  public  aware  of  the  fact  that  loan  support  prices  are  not  a  giveaway 

Erogram,  I  agree  with  you  wholeheartedly.  As  a  matter  of  fact,  if  every- 
ody  would  repay  their  food  stamps  as  farmers  repay  loan  support 
prices,  we  might  be  able  to  balance  the  budget. 

It's  a  case  of  education  and  people  realizing  what  a  program  accom- 
plishes and  how  it  benefits  indirectly  the  people  that  eat  the  food,  by 
encouraging  people  to  stay  in  business  to  provide  the  food  at  a  price 
that's  affordable  and,  yet,  profitable  enough  for  the  farmer  to  stay  in 
business. 

I  know  of  very  few  farmers  that  want  to  stay  in  business  for  exercise 
sake,  or  any  other  reason,  other  than — just  like  any  legitimate  business, 
to  make  a  profit.  The  message  to  tell  Washington  is  that  those  back 
there  that  think  food  is  for  people  not  for  profit  have  to  understand 
there  won't  be  any  food  for  people  if  there  is  no  profit. 
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I  commend  you  for  your  presentation.  Too  many  times  we  get  in- 
volved in  the  development  of  this  1981  farm  bill  and  we  look  at  those 
authorities  we  have  and  think  that's  the  total  scope  of  agricultural 
issues.  But  I  would  call  your  attention — because  this  is  a  good  year  to 
do  it  inasmuch  as  we're  going  to  focus  for  the  next  few  months  on  the 
new  farm  bill,  to  our  tax  laws.  You  mentioned  the  inheritance  tax 
laws,  and  I  would  like  to  mention  one  other  and  that,  of  course,  is  that 
the  spouse  of  a  farmer  is  entitled  to  the  same  economic  privileges,  tax- 
wise,  as  is  the  other  member  of  the  team. 

Mrs.  Hall.  I  would  have  addressed  those  things,  but  due  to  the 
5-minute  limitation,  I  thought  it  would  go  up  to  10  and  I  knew  that 
was  not  permissible.  But  you  speak  right  where  we  really  feel  that 
in  order  to  preserve  farming  for  future  generations,  and  I  think  we're 
all  concerned  about  that,  whether  it's  through  the  tax  system  or  con- 
servation, or  whatever,  that  we  as  farm  women  and  children  have  a 
right  to  inherit  that  land  without  excess  taxes  being  charged  to  that. 
We  have  paid  for  that  land  when  we  purchased  it  the  first  time 
and  we  pay  every  year  through  our  taxes,  and  we  pay  and  we  pay. 
And  then  when  we  are  passed  on,  our  children  pay,  and  it  just  seems 
quite  unfair  to  me. 

Senator  Zorinsky.  I  agree  with  you. 

Thank  you  very  much  for  being  here. 

Is  Bob  Anderson  in  the  audience  with  the  Feed  and  Grain  Dealers? 

[No  response.] 

I  hadn't  seen  him,  so  I  don't  assume  he  is. 

Duane  Eggers  of  Tilden,  Nebr. 

How  many  times  have  you  heard  the  words  "home  of  Richie 
Ashburn?" 

STATEMENT  OF  DUANE  EGGEKS,  TILDEN,  NEBE. 

Mr.  Eggers.  Quite  a  few  times.  I  played  a  little  baseball  with 
him  myself. 

Senator  Zorinsky,  I  certainly  want  to  thank  you  for  this  opportunity 
to  testify  here  today. 

I  just  handed  in  kind  of  a  basic  outine  of  what  myself  and  several 
other  neighbors  right  there  in  my  area  have  put  together.  We've  put 
a  lot  of  thought  into  it  over  the  past  few  years/ 

But  basically  it  is  what  we  think  are  some  good,  sound  guidelines 
for  agriculture.  I  guess  I  am  speaking  for  no  one  except  myself  here 
today,  but  trying  to  represent  some  of  the  views  of  the  people  that 
helped  me  put  this  together. 

We  think  that  one  of  the  main  problems  today  is  our  exporting 
programs.  We  feel  that  we  are  exporting  too  cheap,  especially  to 
nations  such  as  Russia,  who  turn  around  and  do  what  they  did  in 
Afghanistan  or  what  they  may  do  in  the  near  future  in  Poland, 
whatever  threatens  our  national  security.  But  we  feel  that  we  need 
to  export  our  agricultural  produce  at  a  reasonable  profit,  and  we 
think  that  profit  is  100  percent  of  parity  or  something  there  close 
to  that,  and  that  includes  all  agricultural  products. 

I  think  that  we  need  to  limit  to  some  extent  our  imports  of  agri- 
cultural produce.  We  think  it  should  not  be  allowed  to  enter  the 

1  See  p.  254  for  the  prepared  statement  of  Mr.  Eggers. 
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United  States  for  less  than  what  we  are  exporting  it  here  for.  In 
other  words,  parity.  And  that  it  should  certainly  meet  the  quali- 
fications that  our  products  have  to  meet. 

One  of  the  things  we  talked  about  was  a  revolving  fund  for  com- 
modity programs,  CCC  programs.  The  lady  from  the  WIFE  organi- 
zation mentioned  how  this  doesn't  seem  to  get  across  through  the 
majority  of  the  people  that  these  loans  are  paid  back,  and  it  seems 
to  come  out  to  the  news  media  like  it  is  a  subsidy  where,  at  least 
in  my  opinion,  it  certainly  isn't.  But  we  feel  that  these  loans  need  to 
be  set  up  at  90  percent  of  parity  and  an  interest  rate  put  on  these 
loans  that  is  somewhat  comparable  to  the  central  banks  such  as  one 
here  in  Lincoln  or  Omaha. 

I  used  a  figure  of  just  15  percent  interest  on  one  year's  full  term 
on  $6  billion  in  loans  for  a  commodity — let's  use  corn,  for  example. 
That  15  percent  at  the  end  of  one  year's  time  would  put  $900  million 
back  into  the  CCC  program  that  could  be  reusable  for  the  next 
year.  But  we  feel  that  this  needs  to  be  done  so  that  Congress  each 
year  is  not  having  to  appropriate  new  money  for  the  programs. 

When  the  trigger  price  or  market  prices  hit  95  percent  of  parity, 
these  loans  could  be  recallable  or,  at  least,  the  interest  on  this  loan. 
There's  something,  there's  room  to  be  worked  with  there.  The  re- 

f>ayments  should  go  back  to  the  original  fund  and  then  kept  there 
or  the  next  year's  use,  and  we  feel  that  a  program  like  this  would 
provide  the  best  quality  food  for  Americans  at  a  cheaper  price  than 
anywhere  else  in  the  world.  It  would  greatly  reduce  the  imbalance 
of  trade  and  prices  would  be  comparable  to  the  Common  Market 
countries  and  Japan's  prices. 

We  feel  that  it  would  help  stabilize  the  economy  with  a  sound 
and  true  dollar  from  a  usable  product  instead  of  inflated  paper  money 
coming  from  a  printing  press  that  does  little  but  increase  the  na- 
tional debt  and  increase  inflation. 

We  feel  that  it  would  help  reduce  unemployment  because  these 
real  dollars  would  generate  through  the  economy  five  to  seven  times, 
thus  creating  real  wealth  for  new  jobs  and  for  new  industry. 

The  money  for  this  program  would  not  only  have  to  be  budgeted 
just  the  first  year,  but,  thereafter,  with  the  repayments  and  interest, 
it  would  be  self-supporting  and,  thus,  is  not  a  burden  to  the  tax- 
payers. 

We  felt  that  a  program  like  this  was  necessary  because  of  the  forces, 
including  the  Federal  Government,  that  are  not  allowing  a  free 
marketing  system  to  work  like  it  is  meant  to  work.  We  also  feel  that  a 
profit  would  help  young  farmers  and  starting  farmers  much  more  so 
than  making  more  money  available  to  them  in  loans.  Sure,  they  need  a 
loan  to  get  started,  but  we  need  a  profit,  not  more  loans. 

The  grain  reserve,  we  feel  for  national  security  that  we  should  have  a 
grain  reserve  and  probably  not  less  than  a  6-  to  8-month  supply.  But 
we  feel  that  that  reserve  should  not  have  an  effect  upon  the  markets. 
We  feel  that  it  should  be  kept  totally  out  of  the  marketing  system 
until  the  time  is  needed  for  that  to  enter. 

We  feel  that  the  ultimate  possible  situation  would  be  a  totally  free 
marketing  system,  but  we  also  feel  that  that's  virtually  impossible 
because  of  the  forces  working  against  it  today. 
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I  think  the  No.  1  priority  that  comes  out  of  this  hearing  here  today, 
and  whatever  may  come  up  in  the  future  as  a  farm  program,  the  No.  1 
priority  should  be  to  help  make  a  strong  and  free  America. 

We  also  felt — this  is  on  the  same  lines  of  conservation — that  profits 
would  help  to — in  a  big  way,  on  the  conserving  of  our  soil  and  water 
resources. 

I  guess  that  pretty  well  concludes  what  we  brought  here  today,  and 
if  there's  any  questions  I  would  be 

Senator  Zorinskt.  Thank  you  very  much,  Duane.  I  feel  that  your 
expressions  are  those  of  many,  many  farmers  of  not  only  our  State  but 
the  Nation.  I  commend  you  for  coming  here  and  speaking  your  mind 
on  the  subject. 

Let  me  just  ask  a  question  and  just  indirectly  does  it  deal  with 
agriculture. 

Do  you  support  a  strategic  petroleum  reserve?  In  other  words,  if  this 
Nation  ever  got  cut  off  from  petroleum  and  the  Middle  East  that  we 
have  a  reservoir  of  our  own  that  would  last  x  number  of  months? 

Mr.  Eggers.  I  certainly  do.  I  think  that  anything  that  would  have 
an  effect  upon  the  Nation,  the  safety  of  the  Nation  as  a  whole,  we 
definitely  need  a  reserve  or  backup  program  of  some  kind  to  take  effect. 

Senator  Zorinskt.  I  just  wanted  to  bring  to  the  attention  of  the 
people  here  that  that  has  been  stricken  from  the  budget  that  has  been 
given  to  us  to  save  $3  billion.  Now  it  seems  to  me,  when  you  spend 
$180  billion  on  a  defense  budget,  it's  a  little  shortsighted  to  have  a 
bunch  of  tanks  and  helicopters  and  have  no  fuel  to  put  in  them. 

Mr.  Eggers.  That  is  right. 

Senator  Zorinskt.  I  am  going  to  do  what  I  can  to  support  its 
reinclusion  or  some  substitute  thereof,  for  financing,  but  I  think  it  is 
vital  to  the  concerns  of  this  Nation  that  we  have  a  strategic  reserve  of 
petroleum.  Thank  you  very  much. 

Myron  Reaman,  the  chief  executive  officer  of  the  National  Gasohol 
Commission. 

Myron,  I  would  imagine  you  have  a  few  choice  comments  concerning 
the  proposed  budget. l 

STATEMENT  OF  MYRON  EEAMAH,  CHIEF  EXECUTIVE  OFFICE*, 
NATIONAL  GASOHOL  COMMISSION 

Mr.  Reaman.  Well,  we  do,  Senator. 

I  would  like  to  first  thank  you  for  the  opportunity  of  being  able  to 
testify  here.  As  a  person  that  directs  the  clay-to-day  activities  of  the 
National  Gasohol  Commission,  I  seldom  ever  get  a  chance  to  speak 
in  Nebraska.  It's  usually  in  some  other  State.  So  it  gives  me  a  great 
deal  of  pleasure  to  share  with  you  some  of  the  activities  that  we  are 
doing  and  also  make  some  recommendations  for  the  1981  farm  bill. 

The  first  thing  I  would  like  to  do  is  quote  from  a  study  that  was 
recently  done  called  "American  Jobs  from  Alcohol  Fuel".  The  study 
found  that  with  $12  billion  worth  of  alcohol  fuel  plants,  regardless 
of  size,  or  a  number  of  gallons  equaling  6  billion  gallons  of  fuel, 
960,000  jobs  would  become  available  between  now  and  1986  if  we 
developed  alcohol  fuel  to  the  tune  of  $12  billion. 

*  See  pp.  255-69  for  additional  material  from  Mr.  Reaman. 
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409,000  of  those  jobs  would  be  created  over  a  period  of  5  years  with  the  con- 
struction of  the  plants.  An  additional  71,000  jobs  would  be  required  on  a  per- 
manent basis  to  operate,  maintain,  and  supply  the  plants.  Up  to  480,000  ad- 
ditional jobs  would  be  created  through  the  multiplier  effect  when  newly  employed 
construction  and  production  workers  spend  their  incomes  on  consumer  goods 
and  services. 

A  critical  point  it  makes — and  I  continue  the  quote — is  that 

Every  section  of  the  Nation  would  benefit  by  the  construction  and  operation 
of  alcohol  fuel  plants,  and  by  the  subsequent  improvement  or  balance  of  pay- 
ments when  money  which  would  have  been  spent  to  purchase  foreign  liquid 
fuel  remains  in  the  United  States  rather  than  overseas. 

Since  your  hearing  started  this  morning,  we've  spent  about  $32 
million  on  oil  and  that  money  is  going  overseas. 

I  am  compiling  the  Nebraska  figures,  but  one  of  our  neighbors, 
Iowa,  exports  $5  billion  for  energy,  and  Minnesota,  her  neighbor  to 
to  the  north,  also  exports  $5  billion  from  her  State  economy  to  pro- 
vide enough  energy  for  that  State. 

The  first  recommendation  that  we  would  have  would  be  that  the 
agricultural  farm  bill  of  1981  include  some  longrange  research  and 
development  programs;  that  is,  they  should  not  only  include  funds, 
but  adequate  staffing. 

A  case  history:  Three  senior  research  people  recently  quit  their 
public  positions  to  join  the  U.S.  Department  of  Agriculture,  Science 
and  Education  Administration  facility  in  Peoria,  only  to  be  told 
upon  their  arrival  in  Peoria,  when  they  were  with  their  families,  that 
hiring  for  that  facility  was  frozen  backward  to  November  and  they 
had  no  jobs.  I  would  say,  Senator,  that's  a  very  interesting  policy. 

We  would  like  to  share  with  you  two  programs  that  the  National 
Gasohol  Commission  is  planning  for  the  balance  of  1981.  The  first  is 
going  to  be  started  on  April  13  and  14.  We  are  going  to  be  in  Eau 
Claire,  Wis.,  and  that's  a  20-State  tour  in  which  we  are  going 
to  be  discussing  alcohol  fuel  development  on  a  community 
scale.  Between  now  and  Christmas  we  will  be  in  20  States.  That 
program  should  provide  20  States  with  as  much  information  as  we 
possibly  can  put  together  in  a  2-day  seminar  to  encourage  alcohol 
fuel  development.  And  as  a  member  of  the  Subcommittee  on  Agricul- 
ture and  Nutrition,  we  would  like  to  invite  you  to  a  meeting  that  we 
are  conducting  in  Pittsburgh,  Pa.,  on  July  22.  That  particular  program 
will  touch  upon  international  food  development  programs.  We  are 
inviting  23  cnurch  denominations  who  are  right  now  doing  business 
with  65  countries  in  food  programs;  and  we  are  providing  Nutrition 
Foundation  research  people,  as  well  as  Northern  Kesearch  Laboratory 
research  people,  explaining  how  fuel  alcohol  development  could 
help  overseas  shipments  of  high  protein  grains.  We  think  that's 
going  to  be  a  "can"  meeting,  if  you  will,  not  a  "cannot"  meeting. 

Incidentally,  an  aside  here,  the  Food  and  Drug  Administration,  whom 
we  approached  last  year,  said  to  us  that  we  could  get  probably  5  to  7 
years  of  a  window  to  get  distiller's  grains  approved  for  human  food 
consumption,  but  a  very,  very  well  meaning  staffer  said : 

If  you  package  your  distiller's  grains  as  a  candy,  put  all  of  the  ingredients  on  the 
outside  of  the  wrapper,  we  could  start  marketing  it  in  90  days. 

I  believe  that  we  should  look  into  quality  food  development  as  a 
second  recommendation  and  look  at  the  way  some  of  our  other  junk 
foods  are  being  recommended. 
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Our  second  recommendation  would  be  to  provide  more  research  and 
development  for  the  upgrading  of  distiller's  grain  for  human  con- 
sumption, and  we  also  feel  that  a  second  part  of  that  recommendation 
would  be  to  start  doing  energy  crop  research  and  do  it  now.  Two 
hundred  and  fifty  crops  in  the  world  are  grown  for  $1  million  worth  of 
sales,  and  yet  there  are  over  250  geno-species  of  leafy  green  biomass. 
Who  knows  where  our  alcohol  is  going  to  come  from  in  10  years? 

The  second  area  we  would  like  to  share  with  you  is  the  international 
development  aspects  of  fuel  alcohol.  Since  June  1980,  25  countries 
have  come  to  visit  us  here  at  Lincoln — no  easy  task,  as  you  well  know, 
with  our  current  airline  situation — to  learn  more  about  liquid  energy. 
Just  last  Tuesday,  representatives  of  the  Ontario  Province  visited  us 
to  discuss  alcohol  and  gasohol  blends.  They  are  considering  affiliat- 
ing with  the  National  Gasohol  Commission  as  are  countries  in  Africa 
and  South  America.  Japan  has  been  here  three  times  to  talk  about 
alcohol  fuel  or  to  learn  more.  We  feel  that  the  Japanese  car  industry 
is  going  to  be  making  some  remarks  shortly  about  the  introduction  of 
fuel  alcohol  engines  in  the  United  States  to  start  serving  the  alcohol 
that  is  being  produced. 

An  aside  here:  We  would  like  to  work  with  every  energy  director 
in  a  developing  country  that  we  could  but,  Senator,  I  called  the  De- 
partment of  Energy's  Office  of  International  Affairs  and  they  had  no 
such  list.  The  State  Department,  also,  had  no  such  list,  and  neither 
did  the  World  Bank.  They  had  a  list  of  suppliers,  but  not  nations 
that  we  might  be  able  to  help  in  technology.  The  National  Gasohol 
Commission  is  providing  a  list  to  the  above  people.  We  are  doing  it 
with  the  Washington  telephone  directory  and  our  tie  line. 

Overseas  development  of  fuels  are  going  to  be  coming  from  a  direc- 
tion other  than  feed  grains,  so  that  our  feed  grain  markets  overseas 
will  continue  to  grow.  That  overseas  development  will  be  coming  from 
sugarcane  and  sugar  beets,  a  crop  that  is  very  plentiful  overseas. 
And  as  corn  gets  into  more  and  more  of  the  sweetner  market,  the  sugar 
market  is  going  to  be  going  to  fuel  development. 

One  thing  we  must  start  talking  about  and  that  is  American  fuel 
from  American-grown  products.  I  think,  too  often — the  Commission 
included,  has  started  to  talk  about  what  alcohol  fuel  will  do  for  the 
agriculture  sector.  Well,  it  will  do  a  tremendous  number  of  things  for 
the  agriculture  sector,  but  we  need  to  talk  about  what  it  will  do  for 
America. 

Finally,  alcohol  fuels  must  play  a  part  of  the  new  farm  program, 
and  here  is  why.  I  will  do  these  as  rapidly  as  possible. 

Number  one,  in  national  security,  a  disbursed  decentralized  energy 
system  is  going  to  be  a  much  better  system  than  we  would  have  under 
our  current  conditions,  and  ethanol  can  certainly  enjoy  a  wide  use 
of  fuels. 

Number  two,  keeping  Federal  loan  guarantees  in  place  would,  (a) 
give  the  private  sector  a  signal  as  far  as  financing  goes.  During  the 
past  3  years,  Federal  policy  on  alcohol  fuel  has  changed  four  times. 
First,  the  Federal  excise  tax  of  4  cents  was  put  on  in  1978.  In  1979, 
the  Senate  Finance  Committee  acted  to  repeal  it.  In  1980,  the  Depart- 
ment of  Energy  and  U.S.  Department  of  Agriculture  loans  and  loan 
guarantees  were  established.  In  1981,  those  loans  and  loan  guarantees 
were  withdrawn.  Not  a  specific  single  policy,  we  might  add,  m  terms  of 
alcohol  fuel  development. 
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Ethanol  is  not  seeking  a  handout.  It's  important  to  continue  sup- 
port for  a  "now"  American  fuel.  Perhaps  we  need  to  continue  the 
support  of  OPEC  to  the  tune  of  $100  billion  a  year  rather  than  start 
our  own  industry  with  loan  guarantees  and  not  hard  money.  Don't  give 
the  alcohol  industry  any  more  study  money;  give  them  loan-project 
money.  Taxes  on  equipment  processes,  income  of  projects  and  oper- 
ating personnel  will  be  contributions  to  the  Federal  Treasury,  not 
withdrawals.  By  placing  our  trust  in  ethanol  "now"  technology, 
we  move  closer  to  a  balanced  budget  through  less  exported  dollars. 

Higher  American  productivity  results  in  higher  taxable  incomes  for 
the  U.S.  Treasury.  Implement  tax  incentives  for  1982  to  1987;  offer  a 
5-year  equipment  writeoff;  continue  the  10-percent  investment  tax 
credit  through  1987. 

Four,  stimulate  a  market  for  fuel  with  purchases.  The  Federal  fleets 
are  the  largest  user  of  liquid  fuels  in  America.  They  should  start  buying 
American  fuel.  Secure  purchase  guarantees  from  the  Department  of 
Defense,  if  we  must,  for  our  national  security.  Spend  some  of  that  $3 
billion  for  purchase  guarantees.  We  have  the  liquid  fuel  capability. 
We  have  the  ability  to  produce.  It  should  be  American  fuel. 

Provide  engine  manufacturers  with  a  special  5-percent  tax  when 
multiple  fuel  engines  are  marketed  to  the  private  sector.  Why  do  we 
have  to  import  cars  from  places  like  Brazil  that  run  on  straight  alcohol 
when  those  companies  manufacture  cars  in  the  United  States  and 
require  a  very  small  tool-up  to  get  involved  in  alcohol  fuel  car  sales? 

Provide  some  foreign  aid  in  the  form  of  renewable  energy  technolo- 

fpes.  Third  world  countries  need  our  knowhow.  They  also  need  our 
eadership  in  technological  development.  Biomass  is  indigenous  to  all 
locals.  Technology  transfers  require  less  capital  formation  for  alcohol 
from  biomass. 

Removing  countries  from  the  $2.50  to  $3  gasoline  price  will  help 
their  economy,  redistribute  the  allocations  of  their  funds  for  internal 
growth,  and  give  them  purchasing  power  to  buy  U.S.  products.  Foreign 
aid  will  provide  expanded  market  places  for  our  domestic  hardware. 
Encourage  more  of  our  units  to  be  sold  and,  hopefully,  pass  on  that 
unit  sale  reduction  to  the  American  producer  of  fuels. 

Twenty-six  nations,  as  I  said  before,  visited  the  United  States  asking 
about  alcohol  fuels.  Do  we  leave  it  to  other  countries  to  help  those 
developing  nations  develop  their  energy  technology,  or  do  we  do  it?  I 
think  wenave  what  it  takes. 

The  four  final  points  are  that  we  should  encourage  cellulose  and 
municipal  solid  waste  conversions  by  inviting  players  to  regional 
meetings.  We  could  produce  up  to  10  billion  gallons  of  alcohol  by  the 
year  2000  if  the  largest  150  cities  in  the  United  States  converted  their 
garbage  to  alcohol.  We  should  provide  leadership  to  the  private  sector 
to  follow  by  purchasing  cleaner  burning  efficient  alcohol  fuel  vehicles 
from  Detroit,  which  would  guarantee  three  things:  First,  the  Federal 
Government  has  to  purchase  vehicles  on  a  year-to-year  basis  anyway. 
They  should  let  out  contracts  for  alcohol-powered  cars.  Detroit  will 
know  that  sufficient  cars  will  be  purchased  to  justify  modest  engine 
block  modification 

And  third,  those  two  actions  would  create  sufficient  demand  which 
would  stimulate  further  additional  alcohol  fuel  development.  The 
final  two  points  would  be  to  develop  a  policy  suggesting  alternative 
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energy  education  and  conservation.  These  could  be  incorporated 
in  educational  curriculum  from  kindergarten  through  college.  The 
U.S.  Government  doesn't  need  to  withhold  funds  to  insure  that  this 
commonsense  approach  would  show  that  alternative  enereies  have  a 
positive  impact  on  our  energy  for  the  United  States.  And  10,  we 
should  allow  the  alcohol  fuel  industry  to  grow  with  a  singular  pur- 
pose, provide  America  with  a  totally  American  fuel. 

Politics  should  be  moved  as  far  as  possible  from  energy  develop- 
ment. We  need  to  develop  a  national  energy  policy  ana  then,  by 
golly,  stick  to  it. 

Thank  you,  Senator. 

Senator  Zorinskt.  Thank  you  for  appearing. 

I  certainly  concur  with  you  that  our  manufacturing  plants  are 
doing  for  others  what  they  won't  do  for  us.  I  am  informed  that  it 
costs  $2,000  to  convert  a  car  that  we  would  have  running  oh  gaso- 
line to  run  on  regular  ethanol.  However,  it  costs  no  additional  money, 
if  the  car  originally  is  manufactured  to  run  on  ethanol,  and  there 
were  300,000  cars  produced  in  Brazil  last  year  which  do  run  on  ethanol. 
It's  not  that  the  technology  is  not  there.  I  think  the  will  is  what 
is  lacking.  Hopefully,  with  messages  such  as  yours,  we'll  get  the 
job  done. 

Mr.  Reaman.  One  final  point  that  I  would  like  to  stress.  Many 
newspapers,  including  the  good  old  Wall  Street  Journal,  say  agri- 
culture can  never  supply  enough  alcohol.  That  may  be  true  but  maybe 
the  cities  and  agriculture  can. 

Last  year  the  fleet-use  miles  per  gallon  was  13.9  miles  per  gallon, 
and  we  used  about  92  or  93  billion  gallons  of  fuel. 

A  Civic  Honda,  if  you'll  pardon  the  reference  to  a  foreign  car, 
gets  about  52  or  53  miles  to  the  gallon,  which  is  about  four  times 
better  fuel  consumption  rate  than  the  national  average. 

When  E  cars  are  introduced  and  when  fleet  managers  start  buy- 
ing those  fuel  efficient  cars,  the  demand  for  fuel  is  going  to  be  cut 
severely,  and  when  I  say  "severely",  it  will  be  severe  for,  I  think, 
our  oil  companies.  But  I  think  agriculture  and  the  municipalities 
can  come  in  with  25  billion  gallons  and  by  the  year  2000,  I  don't 
think  we're  going  to  need  more  than  25  billion  gallons. 

Thank  you  again,  Senator. 

Senator  Zorinskt.  Thank  you. 

We  now  have  concluded  all  of  the  witnesses  who  have  been  placed 
on  the  agenda  for  this  hearing. 

Is  there  anyone  else? 

Mr.  Jones.  I  would  like  to  thank  you,  Senator,  for  the  extra  courtesy, 
af ter«everybody  else  has  spoken,  to  be  able  to  speak  to  you,  but  I  have 
missed  one  thing,  the  popcorn.  Where  is  the  popcorn? 

Senator  Zorinskt.  Well,  the  popcorn  is  in  my  office  in  Washington 
and  it  somes  from  the  corn  popper  here  in  Lincoln,  Nebr. 

Mr.  Jones.  So,  we'll  sacrifice  the  popcorn  versus  my  expense  for  the 
trip  to  your  office. 

I  think  everything  has  been  fairly  well  covered.  It  seems  though — 
what  I  might  start  off  with — in  my  opinion,  it  seems  in  your  entire 
field 

Senator  Zorinskt.  Corkie,  could  you  give  your  full  name? 
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STATEMENT  OF  CORKXE  JONES,  BBOWHVHLE,  HEBB. 

Mr.  Jones.  Yes ;  my  name  is  Corkie  Jones  and  I  am  from  Brownville, 
Nebr.  I  am  a  family  farm  operator,  along  with  three  sons,  and  we  also 
operate  a  small  country  elevator. 

But  it  seems  like  to  me  that  it  is  hard  for  you  to  put  the  point  across 
when  anything  is  to  do  with  agriculture,  and  vet  it  doesn't  seem  hard 
for  your  fellow  constituents  to  come  to  the  aid  of  Chrysler.  I  am  not 
picking  on  Chrysler  because  it  is  Chrysler,  but  because  that  has  been  in 
the  news  for  some  time. 

We're  talking  about  67,000  people  involved,  and  we've  come  to  their 
rescue,  when  automatically — and  this  is  USDA's  figures — we  kick  off 
2,000  people  off  the  farm  every  week.  It's  unbelievable  that  twice  the 
people  that  really  are  going  to  bite  the  dust  in  farming  are  biting  the 
dust  in  true  effect. 

And  I  can  understand  that  you  do  have  a  problem  putting  it  across 
because  you  are  from  the  Midwest,  and  maybe  it's  hard  to  go  ahead  and 
put  this  into  reality,  but  it  seems  like  they  could  not  really  continue  to 
ignore  this  one  fact.  Two  thousand  farmers  versus  67,000  on  General 
Motors,  and  a  $1  trillion  deficit  in  this  Nation  and  yet  they  still  refuse 
to  listen  to  us  saying,  maybe  we  should  put  true  wealth  back  into  this 
Nation  and  pay  the  farmers  or  the  producers  of  the  food  for  this 
Nation.  And  this  will  revolve  around  seven  times  and  put  some  money 
back  into  the  pockets  and  put  employment  back  in  across  the  Nation. 
Yet  they  still  have  never  tried  this,  and  they  keep  saying,  "Oh,  it 
won't  work."  But  back  through  history,  whenever  there's  been  a 
parity  concept  or  near  parity  of  100  percent,  prosperity  has  been  here 
m  this  Nation. 

I  continue  to  see  absolutely  no  reason  why  your  fellow  constituents 
should  not,  at  least,  look  into  it  a  little  bit  further  than  say,  "Oh,  well, 
it  won't  work."  I  don't  see  how  this  can  continue. 

I  think  alcohol  fuel,  as  the  gentleman  testified,  is  one  of  our  greatest 
assets,  and  I  will  testify  quickly  to  that.  We're  burning,  in  our  entire 
farming  operation,  gasohol,  which  is  the  10  percent,  and  yet  I  still 
hear,  and  read,  and  watch  on  the  news,  where  alcohol-type  fuels  are 
detrimental  to  engines.  They're  not  working.  But  I  can  guarantee  you, 
they  do  work.  We  get  10  percent  increase  in  mileage  on  any  vehicles. 
We  get  longer  life,  as  far  as  the  engines.  If  you  happen  to  tear  one 
down,  the  engine  is  cleaner.  We  never  have  fouled  a  sparkplug  in 
anything.  With  the  10-percent  mileage  in  just  this — and  I  am  talking 
about  just  vehicles,  but  we  do  operate  the  motorcycles,  all  gasoline 
engines,  lawnmowers.  And  Briggs  and  Stratton,  which  came  out 
with  a  statement,  says  "Don't  use  alcohol-type  fuels",  and  I  have 
been  using  it  for  2  years  and  my  engines  have  never  fouled  a  plug. 
So  there's  something  wrong  here.  We're  not  getting  the  right  picture. 
And  I  can  guarantee  you  that  I  have  really  used  this  for  going  on 
2  years,  so  I  know.  It's  not  experimental.  It's  fact,  and  we're  using  it 
as  fact. 

Our  embargo,  which  I  am  opposed  to — and  I  am  also,  as  you  know, 
a  member  of  the  American  Agriculture  Movement,  but  I  am  not 
trying  to  hit  you  double,  the  American  Agriculture  Movement  not 
versus  just  one  (sic)  for  Farm  Bureau  or  any  other  farm  organization. 
But  the  embargo  is  definitely  a  detriment  to  the  entire  Nation.  And 
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we  also  come  into  a  new  administration,  changed  administration. 
He  did  promise  that  he  would  lift  this.  It  would  be  one  of  the  first 
things  he  would  do  for  agriculture.  Now  we're  looking  at  it.  Then  it 
seems  to  me  like  we  should  go  to  law  that  is  law.  Go  with  the  90 
percent  of  parity  at  the  loan  level. 

We  continue  to  look  at  farmers  going  off  the  land,  and  there's 
one  reason  they  are  going  off  the  land,  is  because  they  are  going 
broke.  The  previous  testimony  said,  "Well,  if  we  have  a  90-percent 
parity  or  100-percent  parity  on  the  commodity  prices,  this  would 
be  detrimental  to  my  cattle  feeding  operation."  We  do  feed  cattle. 
We  feed  hogs.  I  raise  corn  and  soybeans,  and  there's  not  a  one  of 
them  returning  a  dime.  So  it's  just  got  to  be.  We've  got  to  have  parity 
at  the  entire  concept,  not  just  one  sector  against  another  sector, 
and  I  am  not  against  any  sector. 

I  think  the  sugar  beets — which  I  have  never  raised  sugar  beets 
or  right  on  down  the  line — we  need  to  have  a  parity  concept  and 
something  to  really  connect  with  the  CPI  index,  which  is  by  law, 
for  every  other  type  of  livelihood,  and  yet  completely  ignore  when 
we  come  down  to  farmers.  I  don't  understand  this.  I  don't  see  how 
they  could  just  pick  one  sector  and  make  it  this  way. 

The  loan  levels,  I  really  think,  when  you're  looking  at  the  next 
farm  program  coming  up,  the  loan  levels  definitely  need  to  be  raised. 
If  it's  a  question  about  whether  any  further  target  prices  or  any- 
thing, I  am  sure  that  maybe  this  could  be  resolved,  but  we've  got 
to  have  a  price  and  the  loan  level  will  guarantee  a  price,  at  least 
put  it  up  there  at  a  parity  level  and  hook  it  to  the  CPI  index  or  which- 
ever you  would  choose  to  do,  at,  near  or  above  a  shade,  maybe, 
of  the  cost  of  production,  whatever  this  may  be.  I  don't  think  the  cost 
of  production  m  the  true  sense  of  the  word  is  really  going  to  fluctuate 
that  much  from  one  place  in  the  Nation  versus  another  place  in  the 
Nation. 

When  we  are  talking  about  conservation,  the  conservation  pro- 
grams that  we  have  had  in  the  past  have  been  pitifully  underfinanced. 
I've  stood  in  line  in  my  own  ASCS  office,  or  SCS  office,  to  possibly 
get  some  dam  structure  or  terracing  structure,  and  it's  just  been 
impossible  over  the  years.  The  funds  are  already  not  there. 

When  we're  talking  about  a  new  entity  come  up,  like  the  RCA 
program,  or  some  of  the  NRD  programs,  and  this  is  in  a  true  sense  a 

Eroblem.  Conservation,  I  will  absolutely  agree  that  it  is  a  problem, 
ut  I  still  maintain  that  if  we  had  price  back  on  the  farm  for  the 
commodities  that  this  would  be,  in  fact,  one  of  the  first  things  that 
the  owners  and  operators  of  the  land  would  look  into  and  take  it 
upon  their  own  financial  self  to  go  ahead  and  take  care  of. 

I  know  I  operate  farms  that  we  own.  We  also  operate  farms 
that  we  rent.  My  dad,  one  of  the  first  things  that  he  looks  at,  and 
I  am  farming  his  land,  is  the  conservation  practices  of  this  land.  I 
am  doing  the  same  on  mine  and  I  can  guarantee  you,  any  of  the  land 
that  we  rent,  the  landlord  comes  out  and  it's  not  supposed  to  be  wash- 
ing down  over  the  hill.  And  it  would  absolutely  be  more  conser- 
vation work  to  put  back  if  there  was  a  price  for  the  commodity. 
When  we're  talking  about  a  price  for  the  commodity  and  conser- 
vation, I  think  it's  got  to  be,  it  we're  going  to  keep  the  people  on  the 
land.  And  this  will  be  more  than  apt  to  take  over  if  we  have  the 
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small-type  family  farm.  This  might  be  a  little  more  error  and  a  little 
more  lax  if  we're  really  talking  about  huge  corporate  land. 

There's  one  other  thing  that  I  would  like  to  mention,  if  I  could. 
We  have  been  really  slapped  in  the  face  in  this  area  and  across 
the  Midwest  by  the  tune  of  somewhere  around  150  farm  elevators 
filing  bankruptcy  and  absolutely  taking  the  entire  lifetime  gains,  or 
possibly  longer  than  just  one  family,  but  the  forefathers  before  them, 
m  their  bankruptcy  laws,  and  this  has  happened  twice  just  recently 
here  in  the  State  of  Nebraska.  And,  as  you  know,  the  one  that  possibly 
you  are  aware  of,  Mr.  Kreitz  in  Missouri.  And  there's  one  thing  they've 
got  before  our  legislature  here,  there  is  a  bill  coming  up  that  creates 
another  entity  really  and  protects  this,  but  there's  got  to  be  one 
thing  happen  first,  and  that's  got  to  be  true  ownership  of  this  grain, 
whether  it  be  a  warehouse  receipt,  or  whether  it  be  a  scale  ticket 
only,  but  true  ownership  of  this  grain  belongs  to  the  producer,  un- 
less they  can  show  just  and  due  cause  where  he  has  sold  or  passed 
title  to  this  grain  in  any  other  manner.  And  any  bankruptcy  laws, 
I  think,  should  be  absolutely  swept  aside,  because  they've  got  no 
more  laws,  just  because  it's  a  Federal  judge  or  a  banfanptcy  law, 
and  we  surely  need  to  look  into  this  because  it's  still  the  producer's 
grain  and  his  price,  and  his  product.  Thank  you. 

Senator  Zorinsky.  I  agree  with  you. 

Thank  you  for  testifying. 

Mr.  Jones.  Do  you  have  any  other  questions,  Senator? 

Senator  Zorinsky.  No. 

Could  you  give  us  your  name  and  address,  sir. 

Mr.  Franson.  I  am  Joseph  Franson. 

Some  of  the  former  speakers  here  this  morning  were  all  coming 
in  here  with  doctor's  degrees.  I  would  like  you  to  know  I  am  a  Ph.  D. 
also.  I  am  a  post  hole  digger. 

Senator  Zorinsky,  you've  progressed  pretty  fast  and  pretty 
far  from  the  first  time  I  met  you  at  Holiday  Inn  a  few  years  ago. 
You  remarked  during  your  speech  out  there  that  you  didn't  know 
anything  about  agriculture.  Today  you're  chairing  the  committee. 
That's  quite  an  advancement. 

Senator  Zorinsky.  I  might  point  out  that  I  still  am  not  an  expert 
on  agriculture,  and  I  think  the  farmers  in  Nebraska  are  very  fortunate 
I  am  not,  because  there's  already  too  many  experts  back  there  in 
Washington  and  they're  got  the  whole  thing  screwed  up  already. 

Mr.  Franson.  Yeah,  but  you  should  be  pretty  thickheaded  if 
you  haven't  learned  something. 

Senator  Zorinsky.  Oh  yes;  I've  learned  plenty. 

STATEMENT  OF  JOSEPH  FRANSON 

Mr.  Franson.  Well,  this  has  worked  out  pretty  good  between 
coming  in  here  and  going  back  and  raking  my  daughter's  yard  and 
fertilizing  it  and  putting  the  water  on  it.  I  thought  maybe  I  would 
put  a  little  fertilizer  in  here  today. 

I  didn't  know  whether  I  would  get  back  or  not,  so  I  wrote  down 
some  testimony. 

First,  I  have  a  page  here.  The  girl  wanted  some  printed  testimony, 
so  I  was  going  to  De  ornery.  I've  got  a  couple  of  pages  of  a  book  out 
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of  Ferdinand  Lundburg's,  "America's  60  Families."  The  reason  I 
reprinted  this  was  that  President  Reagan  said  he  was  going  to  pattern 
his  administration  after  Coolidge  and  Harding,  so  I  got  this  book  to 
find  out  what  this  was  all  about  and  it's  unbelievable.  On  page  186 
and  187  of  this  book,  a  500-page  book,  there's  almost  a  complete 
summary  of  what  went  on  during  the  Hoover,  Coolidge,  and  Harding 
administrations,  and  I  would  suggest  very  strongly,  Senator,  that 
you  get  this  book  and  read  it  because* it  is  very  informational  on  what 
happened  then,  50  years  ago,  which  I  lived  through.  I  can't  quite  tell 
whether  I  am  readmg  this  book  or  remembering  it.  I  won't  belabor 
the  point  more  than  the  first  sentence  here.  It  says,  "There  was  a 
breakdown  of  the  capitalistic  economy  in  the  Hoover  regime;  there 
was  also  a  breakdown  of  commonsense,"  and  maybe  we're  having 
some  of  this  problem  now. 

The  last  paragraph  on  this  page,  to  show  how  bad  things  were, 
"But  in  pursuing  his  Morgan-designed  policy  Hoover  unwittingly 
incurred  tne  ire  of  the  Rockefellers.  Although  they  remained  Re- 
publican, the  Rockefellers  in  1932  gave  only  nominal  support  to 
the  Republican  Party."  Can  you  imagine  things  being  so  bad  that 
the  oil  companies  were  in  trouble?  The  thing  is  reversed  today. 

Senator  Zorinsky,  if  I  don't  get  back  in  time  this  is  my  testimony. 
Maybe  you  wished  I  wouldn't  have. 

I  believe  in  the  two-party  system,  but  the  Republicans  have  done 
a  damn  poor  job  of  trying  to  do  what  they  claim  to  do  best,  getting  wild- 
eyed  Democratic  programs  to  run  on  a  business-like  basis. 

Example  (a),  the  Nebraska  attorney  general's  office  spent 
$170,000  to  find  $9,000  worth  of  graft  in  welfare;  (b)  the  dollar  amount 
of  the  food  stamp  program  should  not  be  changed;  for  every  free- 
loader kicked  off,  two  deserving  grandmas  and  grandpas  should  be 
put  on. 

Item  No.  2:  Now  would  be  a  hell  of  a  good  time  to  put  a  $10,000 
limit  on  individual  payments  in  one  year  to  any  one  producer.  The 
present  programs  have  helped  the  big  get  bigger  and  the  small  out  of 
business. 

One  farmer  I  know,  and  I  can  give  his  name,  ended  up  with  66  or 
more  80's  of  land.  Another  one  owned  1,600  acres  and  received  the 
$50,000,  3-percent  disaster  loan.  It  may  be  that  for  farming  operations, 
it  would  be  disastrous.  Somebody  would  have  to  go  and  check  it  out 
and  see. 

And  farm  programs,  the  way  they  are  operating  are  the  bunk. 
It's  a  deliberate  governmental  policy  to  have  cheap  food.  If  farmers 
got  parity  prices,  they  could  take  their  chances  on  the  weather. 
When  farmers  only  get  60  percent  of  parity  in  a  good  year,  there 
is  no  other  way,  then  he  stands  in  line  for  a  governmental  handout 
in  a  dry  year.  This  doesn't  do  much  in  a  beneficial  way  for  farmers, 
but  it  sure  is  great  for  bureaucrats. 

Thanks  for  listening. 

Senator  Zorinsky.  Thank  you  very  much,  Mr.  Franson  for  being 
here.  I  appreciate  your  comments.  I  can  tell  it  comes  from  the  heart, 
too. 

Is   there   anyone   else  that  would  like  to  make  some  comment? 

Yes,  Mr.  Wolf. 
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STATEMENT  OF  JIM  WOLF,  ALBION,  NEBB. 

Mr.  Wolf.  I  am  Jim  Wolf  from  Albion,  Nebr.  I  operate  a  ranch, 
farm,  and  also,  am  involved  in  the  local  bank.  Also,  I  work  part 
time  for  Senator  Zorinsky  as  a  local  representative. 

I  think  the  testimony  today  here  has  been  a  good  cross  section 
of  the  thinking  that  I  have  encountered  across  Nebraska  in  asking 
about  what  people  think  about  agriculture  and  agriculture  pro- 
grams. 

I  would  like  to  make  one  request  on  behalf  of  the  Nebraska  Sand- 
hills Resources  Council  of  which  I  am  secretary-treasurer.  This  is 
an  organization  that  was  formed  about  3  years  ago  to  study  the 
effect  of  large  scale  pivot-to-pivot  development  in  the  sandhills. 
The  primary  tenants  of  our  organization  are  that  we  have  the  trustee 
concept  of  land.  We  believe  firmly  that  it  is  our  obligation  to  pass 
the  land  on  to  succeeding  generations;  at  least  in  as  good  a  condi- 
tion and  preferably  better  condition  than  we  received  it. 

We  also  believe  in  local  control  particularly  in  local  control  of 
the  kind  of  problems  that  are  epitomized  by  pivot  development  by 
the  Nebraska  Natural  Resource  Districts  whicn  have  been  discussed 
here  earlier. 

My  suggestion,  Senator,  relates  to  that  and  to  your  statement 
on  page  3  of  your  opening  statement,  talking  about  your  concerns 
about  the  depletion  of  soil  and  ground  water.  Your  further  state- 
ment that  it  snould  be  handled  by  the  States  and  on  the  local  level — 
many  of  us  are  working  right  now  with  the  Nebraska  Legislature 
to  try  and  improve  the  water  law  of  Nebraska.  It  also  relates  to 
soil  conservation.  I  think  it  would  be  very  constructive  for  our  efforts, 
if  a  Senate  resolution  were  passed  that  would  state  the  concern  of 
the  Senate  about  proper  management  of  soil  and  water,  and  urge 
the  States  to  move  positively  toward  those  goals  so  that  Federal 
action  will  not  be  needed. 

Many  times  around  the  State  we  hear  it  said  that  if  we  don't  do 
it  locally,  it  will  either  be  done  at  the  State  level,  and  if  it  isn't  done  at 
the  State  level,  it  will  be  done  at  the  Federal  level,  and  I  think  this 
kind  of  a  resolution  would  put  everybody  on  notice  as  to  just  how 
concerned  you  are. 

Regarding  program  payments  limits,  in  talking  with  people  around 
the  State,  I  think  there's  a  strong  feeling  that  $50,000  may  be  too 
high.  The  point  is,  I  think  that  the  people  in  the  State  would  like  to 
see  the  farmers,  the  family  farmers — and  most  of  the  people  in  the 
State  would  like  to  see  that  limit  set  where  it  is  statistically  sup- 
portable, that  it  is  primarily  designed  to  help  the  family  farm.  Now 
perhaps  $50,000  is  that  figure,  but,  if  it  is,  there  should  be  some 
statistical  explanation  to  support  it  on  the  basis  that  I  suggested. 

And  there  was  some  discussion  here  today  about  the  grain  reserve 
call.  One  thought  for  your  consideration  would  be  that — I  agree 
that  it  should  be  called  in  increments,  because  the  experience  out 
in  the  field  has  been,  when  it  is  all  called  at  once,  the  elevators  get 
jammed  and  they  have  to  back  it  off  anyway,  so  it  would  be  a  lot 
more  practical  to  call  it  in  stages.  Another  thought  along  those  lines 
would  be  to  consider  calling  it  on  a  graduated  basis  relative  to  the 
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amount  that  the  individual  holds;  similar  to  the  income  tax,  so  that 
the  farmer  with  the  smaller  amount  is  called  later  or,  at  least,  in  a 
more  favorable  way.  This  could  redound  very  much  to  the  benefit 
of  the  family  farm.  I  hope  I  make  myself  clear  on  that. 

One  of  tne  things  that  concerns  me  very  much  as  a  banker  is  the 
effect  that  high  interest  rates  have  had  in  the  last  year  when  they 
are  measured  against  farm  losses.  Now  these  high  interest  rates, 
we  all  know  that  they've  come  about  largely  because  of  inflation. 
To  some  extent  they  have  come  about  because  of  increased  competi- 
tion for  funds  that's  been  brought  about  by  changes  in  banking  law. 
But  it  really  does  distress  me  because  when  a  man  has  a  loss  operation, 
that  15  to  20  percent  interest  comes  right  out  of  his  equity.  If  he's  got  a 
profit  operation,  if  he's  in  the  50  percent  bracket,  half  of  it  is  written 
off  by  taxes.  We're  beginning  to  see  the  effects  of  this.  In  that  con- 
nection I  am  very  concerned  about  the  large  expansion  in  what 
some  people  choose  to  call  the  corporate  sow.  These  are  confinement 
hog  operations.  Now  any  banker  will  tell  you  that  cattle  are  fine, 
but  hogs  are  the  mortgage  lifter.  And  to  the  extent  that  confinement 
hog  operations  have  been  fueled  by  tax  advantages  or  tax  shelters, 
I  know  this  is  not  the  primary  consideration  of  the  Argiculture 
Committee,  but  I  know  that  you  are  concerned  with  the  general 
tax  structure  and  I  think  that  there  is  evidence  to  support  this  thought, 
that  our  tax  structure  brings  about  this  unwise  expansion  of  nog 
production.  We  had  this  same  thing  in  the  cattle  business  a  number 
of  years  ago  when  the  holding  period  for  cows  for  capital  gains  treat- 
ment was  too  short.  It  was  stretched  out  and  we  got  a  better  result. 
Now  just  how  you  go  about  solving  that,  I  wouldn't  try  to  say  in 
this  short  time,  but  I  think  the  problem  is  there  and  there  are  ways 
of  handling  it. 

Those  are  the  main  comments  that  I  wanted  to  make. 

Senator  Zorinsky.  Thank  you,  Jim.  I  appreciate  your  comments 
and,  certainly,  they  are  very  valid  ones  and  concern  all  of  us. 

The  only  problem  in  my  4H  years  in  Washington,  when  you  say 
"get  a  statistical  figure  that  will  justify  that",  it  reminds  of  the  story 
of  the  three  people  that  were  wanting  to  become  politicians.  The 
first  one  was  an  engineer  and  they  devised  a  test  to  see  if  you  were 

food  enough  to  run  for  office.  He  came  in  the  room  and  they  said  to 
im,  "What  is  two  and  two?"  And  he  took  a  slide  rule  out  and  he 
said,  "Four".  They  said,  "Good,  you'll  make  a  good  politician." 
The  second  one  came  in.  He  was  an  accountant.  They  said,  "What 
is  two  and  two?"  He  took  his  papers  out  and  laid  them  on  the  table 
and  he  said,  "The  answer  to  that  question  is  somewhere  in  the  vicinity 
between  three  and  five."  They  said,  "That's  close  enough,  you'll 
make  a  good  politician." 

The  next  fellow  that  came  in  was  already  a  politician.  He  wanted 
to  be  reelected.  They  asked  him,  "What  is  two  and  two",  and  he 
looked  over  both  shoulders  and  looked  to  see  if  the  doors  were  closed, 
and  he  looked  and  said,  "What  do  you  want  it  to  be?"  This  is  the 

{>roblem  in  getting  statistical  information.  Generally,  when  I  ask 
or  something  of  that  nature,  they  say,  "What  do  you  want  it  to  be?" 
Evidently  reliability  and  credibility  has  slipped  to  a  great  extent, 
as  you  are  well  aware,  as  to  the  information  that  we  get  in  Govern- 
ment. 
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For  instance,  the  mere  fact  that  everybody  says,  "Well,  we  raised 
social  security  taxes" ,  they're  going  to  be  actuarially  sound  now  for 
many,  many  years,  and  we  all  sit  there  and  know  that  they  are  not 
actuarially  sound.  My  concern  is:  How  do  you  get  the  statistics 
that  are  credible  and  valid? 

Mr.  Wolf.  It  is  difficult. 

I  would  like  to  add,  in  connection  with  the  general  tax  structure; 
that  is,  the  tax  structure  that  fuels  unwise  developments  for  agri- 
culture, this  very  much  applies  to  the  pivot-to-pivot  development,  as 
you  are  probably  aware. 

Paul  Gessaman  from  the  university  made  a  presentation  just 
recently  that  points  out  that  you  have  to  be  about  in  the  70-percent 
bracket  before  it  really  becomes  feasible  to  develop  pivots  in  the 
sandhills  and  raise  corn,  because  it  costs  a  lot  more  to  (To  it. 

Senator  Zorinsky.  Thank  you. 

Is  there  anyone  else,  who  would  like  to  make  a  comment,  in  the 
audience  who  hasn't  made  one? 

Mr.  DeBoer.  I  would  like  to  say  one  thing,  Ed,  if  I  could,  pertaining 
to  this. 

Senator  Zorinsky.  Sure,  Stan. 

Mr.  DeBoer.  I  completely  overlooked  it  when  I  was  up  there, 
having  to  do  with  the  reserve.  You  know,  they  came  out  a  couple 
of  years  ago,  and  I  was  one  that  put  in  additional  facilities.  At  the 
time  I  put  in  the  storage  facilities,  I  had  in  mind  that  because  of 
depressed  prices  that  I  was  going  to  put  in  that  storage,  and  after 
a  period  of  time  maybe  that  was  going  to  help  me  make  a  living. 
Now  I've  got  the  facility  payment  and  I've  still  got  a  land  payment, 
but  I  don't  have  any  storage  payment,  and  this  has  happened  to  an 
awful  lot  of  people,  and  I  think  it  is  certainly  an  argument  toward 
at  least  trying  to  get  this  storage  thing  extended  long  enough  to  let 
these  people  get  out  from  under  their  facility  loan.  In  my  instance, 
my  facility  loan — and  I  put  in  a  large  one — but  it's  nearly  as  big  as 
my  land  payment,  so  now  I've  got  two  where  before  I  was  attempting 
to  try  to  correct  it  with  one. 

Senator  Zorinsky.  That's  very  valid. 

Mr.  Franson.  Before  you  close  the  hearing,  what  I  was  going  to 
say  pertaining  to  this  hearing,  in  that  a  family  of  four  with  a  $2,500 
personal  exemption,  this  would  be  $10,000  before  they  pay  taxes, 
and  this  is  the  poverty  line,  as  I  understand  it,  as  they  bring  these 
figures  like  you  talk  about. 

Now  why  should  a  farmer  get  more  than  that  kind  of  an  exemption  or 
help  from  the  Government  to  stay  in  business  more  than  some  other 
poor  devil  that's  getting  food  stamps?  He's  got  to  qualify  at  $10,000. 
Why  should  the  guy,  because  he's  farmer,  get  $50,000  out  of  the 
Federal  Treasury  to  stay  in  business?  Why  not  get  him  a  decent  price 
and  give  him  the  first  $10,000  to  make  or  break  on  his  own,  and  then 
start  from  there  rather  than  to  give  some  people  $50,000,  $100,000, 
and  others  start  looking  down  their  nose  when  they  are  getting  $5,000 
and  then  have  got  to  go  and  get  food  stamps? 

Senator  Zorinsky.  Well,  certainly  equity  has  a  lot  to  do  with  it. 

Mr.  Franson.  Can  you  justify  the  different  thinking  from  one 
place  to  the  other? 
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Senator  Zorinsky.  No;  I  can't.  But  the  proposals  of  our  Govern- 
ment aren't  such  that  they  are  rational,  where  you  can  sit  down  and 
justify  it. 

Mr.  Franson.  Well,  what  I  am  trying,  I  suppose,  is  trying  irration- 
ally to  bring  some  rationality  into  this  meeting. 

benator  Zorinsky.  Right,  certainly. 

Mr.  Franson.  For  years  I  ran  around  this  State  as  NFO  Joe  try- 
ing to  organize  farmers  to  get  a  decent  price.  The  NFO  fired  me  be- 
cause they  objected  to  tripling  the  dues.  Within  6  months  after  they 
fired  me,  I  was  the  first  president  of  the  local  city  employees  union. 
Now  I  was  the  same  idiot  whether  I  was  trying  to  organize  farmers 
or  city  employees.  So  why  should  there  be  a  difference  in  one  place — 
I  was  entitled  to  a  $50,000  Government  handout,  if  I  was  able  to  get 
it.  On  the  other  hand,  if  I  make  over  $10,000  in  the  city  I  can't  get 
food  stamps. 

Senator  Zorinsky.  Well,  no.  As  my  mother  used  to  always  say, 
"What's  good  for  the  goose  is  good  for  the  gander,11  and  it  should  be 
equity  across  the  board. 

Mr.  Franson.  We  have  that  in  the  record  now? 

Senator  Zorinsky.  Yes,  sir. 

Mr.  Franson.  A  profound  statement  from  Ed  Zorinsky. 

Senator  Zorinsky.  Well,  it  it's  not  quite  from  Will  Rogers,  but  I 
guess  it  will  have  to  do. 

With  that,  I  would  like  to  thank  everybody  in  the  audience  for 
their  kind  attention  and  for  participating  and,  above  all,  it  gives 
me  a  great  deal  of  confidence  to  know  that  agriculture  is  concerned 
about  the  future  of  America,  and  as  long  as  we  have  hearings  like  this 
with  people  like  yourselves  participating,  this  great  Nation  of  ours, 
under  God,  is  never  going  to  perish  from  the  face  of  this  Earth. 

Thank  you  for  being  here  and  God  bless  you  all. 

[Whereupon,  the  committee  adjourned,  subject  to  call  of  the  Chair.] 
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PROPOSED  REAUTHORIZATION  OF  THE  FOOD  AND 
AGRICULTURE  ACT  OF  1977 


MONDAY,  APBIL  13,  1081 

U.S.  Senate, 
Committee  on  Agriculture,  Nutrition,  and  Forestry, 

Urbana,  HI. 
The  committee  met,  pursuant  to  notice,  in  the  Union  Hall,  Uni- 
versity of  Illinois,  Hon.  Alan  J.  Dixon  presiding. 
Present:  Senator  Dixon. 

STATEMENT  OF  HON.  ALAN  T.  DIXON,  A  TLS.  SENATOR  FBOM 

ILLINOIS 

Senator  Dixon.  Ladies  and  gentlemen,  I  am  delighted  to  have 
you  all  here  at  this  hearing  of  the  U.S.  Senate  Committee  on  Agri- 
culture, Nutrition,  and  Forestry. 

I'd  like  to  introduce  to  you,  from  my  staff,  Scott  Shearer,  who's 
my  legislative  assistant  to  the  Agriculture  Committee.  Many  of 
you  in  this  room  know  Scott.  He  served  with  me  in  the  Secretary 
of  State's  Office  and  before  that  in  the  State  Treasurer's  Office.  His 
folks  have  a  farm  in  Douglas  County.  He's  a  graduate  of  the  College 
of  Agriculture  here  at  the  University  of  Illinois.  We  think  he's  doing 
outstanding  work. 

I  have  here  David  Dyer,  a  staff  member  from  the  Committee  on 
Agriculture,  Nutrition,  and  Forestry  of  the  U.S.  Senate,  who's  here 
today  for  these  hearings. 

Now  I  don't  know  how  many  of  you  have  the  committee  lists, 
but  may  I  quickly  go  over  that  with  you?  Beginning  right  now  after 
my  opening  statement,  we'll  hear  Harold  Guither,  from  the  Uni- 
versity of  Illinois;  then  Paul  Janosik  of  the  American  Agriculture 
Movement;  Harold  Dodd,  the  president  of  the  Illinois  Farmers 
Union;  Russ  Stauffer,  the  master  of  Illinois  Grange;  John  White, 
the  vice  president  of  the  Illinois  Agricultural  Association;  Ray  Olson, 
the  Illinois  vice  president  of  the  National  Farmers  Organization; 
and  then  from  the  commodities  groups:  corn,  Bill  Mullens,  the  Nation- 
al Corn  Growers  Association;  Roland  Main  of  the  Illinois  Corn 
Growers  Association. 

Soybeans,  Willard  Severns,  Land  of  Lincoln  Soybean  Association. 

Dairy,  Myron  Erdmund.  Livestock,  John  Killiam  and  pork, 
Ray  Hankes. 

And  then  after  lunch,  from  2  to  4  p.m.,  we'll  hear  a  variety  of 
people  on  the  nutrition  question.  Now  there  have  been  some  questions 
as  to  whether  anyone  else  from  the  audience  will  be  heard  and  may 
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I  say  to  you  that  will  depend  entirely  upon  our  time  constraints. 
All  of  us  here  from  the  Agriculture  Committee  at  the  front  table 
need  to  catch  airplanes  in  the  late  afternoon.  But  to  the  extent  that 
we  have  time  available,  we  are  happy  to  make  it  available  to  you. 

I  have  a  statement  here  that  I'd  like  to  quickly  read  before  we  go  on 
with  the  program. 

Good  morning  and  welcome  to  our  hearing  of  the  U.S.  Senate  Com- 
mittee on  Agriculture,  Nutrition,  and  Forestry.  Today  we  are  as- 
sembled here  at  the  University  of  Illinois  to  hear  testimony  on  the  1981 
farm  bill.  This  morning  we'll  hear  testimony  on  the  commodity 
features  of  the  bill  and  in  the  afternoon  we'll  discuss  the  nutrition 
provisions. 

For  the  past  several  weeks,  my  colleagues  and  I  in  the  Senate  have 
held  hearings  in  Washington  on  virtually  every  aspect  of  farm  and 
food  legislation.  We  have  heard  from  all  of  our  Nation's  major  farm 
and  commodity  organizations  from  consumer  and  industrial  associa- 
tions and  from  many  concerned  citizens.  We  have  received  the  testi- 
mony of  the  Secretary  of  Agriculture — from  our  own  State — Jack  Block 
who  outlined  the  Keagan  administration's  farm  proposals  for  the 
next  4  years  and  last  week  we  heard  testimony  from  David  Stockman, 
Director  of  the  President's  Office  of  Management  and  Budget. 

While  the  testimony  of  various  national  organizations  in  Washington 
is,  of  course,  invaluable  and  I  know  many  of  you  participate  in  those 
organizations,  I  believe  it's  vital  to  come  out  to  our  country's  agricul- 
tural areas  to  hear  what  you  have  to  say  about  what  should  be  in  the 
new  legislation  and  that  is  why  we  are  here  today. 

We,  of  course,  have  a  difficult  job  ahead  of  us.  The  decade  of  the 
1970's  was  one  of  change  for  agriculture.  As  we  sit  down  to  write  a  new 
farm  bill  for  1981,  the  picture  we  face  is  quite  different  from  that  which 
confronted  our  country's  lawmakers  when  they  conceived  the  farm 
bills  of  1970,  1973,  and  1977. 

In  1970,  American  agricultural  exports  totaled  $7  billion  in  value. 
But  in  1980,  that  figure  was  $41  billion  and  will  be  near  $47  billion  in 
fiscal  year  1981.  The  U.S.  agricultural  trade  surplus  grew  from  $2 
billion  in  1970  to  $24  billion  in  1980 — enough  to  recover  more  than 
one-third  of  our  country's  total  expenditures  on  foreign  oil.  And  as 
you're  aware,  Illinois  accounts  for  a  major  share  of  these  agricultural 
exports.  In  fact,  USDA  reports  earlier  tins  year  show  Illinois  to  be  the 
leading  State  as  it  has  been  for  quite  a  while  for  exports,  $3.6  billion  of 
the  $41  billion  of  agricultural  products  exported  in  1980  originated  in 
this  great  State  of  Illinois. 

These  exports  have  not  been  without  some  cost.  Soil  loss  has  in- 
creased to  alarming  levels — to  2  billion  tons  a  year.  Part  of  that  loss 
is  related  to  increased  use  of  land  prone  to  erosion.  As  exports  grew  in 
the  1970's  land  use  for  crop  production  grew  by  54  million  acres. 

Groundwater  reserves,  too,  are  being  drawn  down.  In  some  cases, 
much  faster,  I'm  sorry  to  say,  than  nature  can  replace  the  supply. 

These  trends  have  led  some,  to  suggest  that  along  with  our  wheat, 
corn,  and  soybeans,  America  is  exporting  its  irreplaceable  water  and 
topsoil. 

The  face  of  rural  America  changed  in  other  ways  as  well.  Trends 
started  in  the  depression  years  have  continued.  Farms  are  getting 
fewer  and  larger.  Big  farms  are  producing  more  and  more  of  our 
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country's  food  and  fiber  and  claiming  a  larger  share  of  total  farm 
income.  In  I960,  farms  with  more  than  $100,000  in  gross  sales  were 
only  six-tenths  of  1  percent  of  all  farms  and  earned  only  6.4  percent 
of  our  net  income.  By  1978,  this  group  of  our  country's  largest  farms 
had  risen  to  7  percent  of  all  farms  and  their  share  of  net  farm  income 
had  grown  to  36  percent. 

Inflation  in  the  1970's  has  made  its  mark.  Every  farmer's  cost  of 
production  has  risen  dramatically. 

Nevertheless,  inflation  has,  to  some  extent,  made  the  rich,  richer 
and  the  poor,  poorer.  Those  farmers  lucky  enough  to  own  their  own 
land  have  benefited  from  higher  land  values,  while  land  price  inflation 
has  made  it  almost  impossible  for  a  young  man  to  buy  a  homestead. 

These  are  just  a  few  of  the  factors  that  shape  American  agriculture 
today.  But  if  we  are  to  formulate  sound  and  reasonable  farm  legis- 
lation, we  also  must  consider  the  shape  of  agriculture  tomorrow. 

And  ladies  and  gentlemen,  that's  why  we  are  here  today  and  we 
thank  you  for  coming  and  I  am  delighted  to  call  upon  first  witness, 
Harold  Guither,  from  the  University  of  Illinois,  who's  going  to  discuss 
with  us,  the  results  of  a  10  State  farm  poll  you  have  done,  Mr.  Guither? 

STATEMENT   OF   HAROLD   GUITHER,   PROFESSOR    OF   AGRICUL- 
TURAL ECONOMICS,  TTNIVEBSITT  OF  ILLINOIS 

Mr.  Guither.  Thank  you,  Senator  Dixon.  I'm  Harold  Guither, 
and  I  am  a  professor  of  agricultural  economics  here  at  the  University 
of  Illinois. 

Today,  I  would  like  to  report,  briefly,  the  results  of  research  con- 
ducted by  agricultural  economists  in  10  States  that  give  some  per- 
spective on  now  farmers  view  some  of  the  current  and  significant 
issues  relating  to  1981  agricultural  and  food  legislation.1 

Our  research  was  conducted  through  mail  surveys  in  Illinois, 
Indiana,  Michigan,  Minnesota,  Nebraska,  North  Dakota,  Ohio, 
Oregon,  Washington,  and  Texas.  In  each  participating  State,  we 
drew  representative  samples  of  farm  operators  with  the  help  of  the 
State  statistician  through  the  Federal-state  Crop  Reporting  Service. 
This  report  summarizes  the  results  from  responses  from  4,876  farmers. 

On  the  future  direction  for  1981  legislation,  the  most  frequent 
preference  among  farmers  in  all  States  is  to  keep  the  basic  format 
of  the  1977  act  with  minor  changes  in  loan  rates,  target  prices,  and 
reserves.  But  only  in  two  States  was  this  a  majority  response.  That 
was  in  North  Dakota  and  Minnesota. 

The  second  most  frequent  response  wad  to  eliminate  all  price 
and  income  support  programs.  This  percentage  response  in  the  10 
States  ranged  from  14  percent  to  31  percent.  From  10  percent  to  16 
percent  would  prefer  to  develop  totally  new  legislation  and  the 
remaining  segment  were  those  with  no  opinion  or  no  response.  This 
ranged  from  13  percent  to  31  percent.  So  you  see,  farmers  do  have 
some  mixed  reactions  on  this  question. 

Now  in  response  to  specific  questions,  the  respondents  would  like 
to  see  higher  1981  loan  rates  for  corn  ranging  from  $2.74  to  $2.93 
and  for  wheat,  ranging  from  $3.81  to  $4.10.  And  in  reporting  what 

1  See  p.  284  for  a  report  on  the  10-State  surrey  submitted  by  Professor  Guither. 
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they  considered  a  fair  price  in  1981,  farmers  wanted  the  loan  price  from 
70  cents  to  $1  a  bushel,  State  by  State,  below  the  market  price. 

Now  this  suggests  that  they  want  the  market  to  function  and  to 
give  prices  the  opportunity  to  respond  to  supply  and  demand  con- 
ditions. Farmers  would  like  to  see  target  prices,  corn  $3.01  to  $3.21  a 
bushel  compared  with  $2.35  in  1981 ;  wheat  target  prices  ranging  from 
$4.31  to  $4.55  compared  with  $3.63  in  1980.  A  very  key  question  is 
how  would  farmers  react  to  eliminating  target  prices,  which  is  one  of 
the  current  issues?  Agreement  that  target  prices  be  eliminated  ranged 
from  13  percent  in  Washington  to  35  percent  in  Indiana.  Disagree- 
ment to  eliminate  ranged  from  23  percent  in  Oregon  to  48  percent 
in  North  Dakota.  Now  when  we  add  the  responses  favoring  a  dis- 
continuance of  the  target  prices  with  the  no  opinion  and  no  answer 
groups,  however,  we  get  a  majority  of  respondents  in  each  State.  So 
we  do  have  a  mixed  reaction  on  this  issue. 

On  the  farmer  owned  reserve,  farmers  also  have  mixed  reactions  to 
the  operations  of  the  grain  reserve  program.  More  felt  that  it  was  a 
good  program  for  consumers  than  for  farmers.  In  all  States,  more 
respondents  agreed  than  disagreed  that  they'd  like  to  see  the  release 
prices  raised  for  feed  grains  and  for  wheat. 

Farmers  have  mixed  views  on  a  two-price  loan  plan,  one  rate  for 
those  who  take  the  loan  and  another  rate  for  those  who  enter  the 
reserve.  Seven  States  were  about  evenly  divided  on  this  question  and 
three  States  had  more  in  favor  of  the  two-price  plan  than  opposed  it. 
Farmers  tended  to  agree  that  the  call  prices  were  about  right  for 
wheat  and  feed  grains,  although  at  the  time  the  survey  was  taken, 
they  had  no  experience  with  call  prices  on  these  commodities  which 
they  have  had  since  that  time. 

Farmers  also  tended  to  favor  a  single  release  and  call  price  for  all 
producers,  no  matter  when  they  placed  their  grain  in  the  reserve. 

On  agricultural  trade,  more  farmers  disagreed  than  agreed  with 
President  Carter's  decision  in  January  1980  to  suspend  export  ship- 
ments of  grain  to  Russia.  More  would  have  accepted  the  embargo  if 
all  trade  had  been  suspended. 

A  substantial  majority  in  all  States  believe  that  the  United  States 
should  not  limit  farm  exports  for  political  or  foreign  policy  reasons. 
In  all  States,  two-thirds  or  more  of  the  respondents  favor  a  pro- 
vision in  the  1981  farm  bill  that  would  provide  price  protection  if 
exports  are  limited  for  any  reason.  In  each  of  the  10  States  surveyed, 
a  majority,  from  55  to  69  percent,  favored  renewal  of  the  5-year 
agreement  with  Russia  by  which  minimum  and  maximum  quantities 
to  be  exported  are  specified. 

What  about  a  national  board  to  control  marketing  of  U.S.  grain 
exports?  More  farmers  oppose  this  idea  than  favored  it. 

On  the  question  of  international  commodity  agreement,  more 
farmers  seemed  to  favor  the  idea  of  an  agreement  with  other  exporting 
countries  to  control  reserves,  production,  and  prices  except  in  Illinois, 
where  more  farmers  opposed  than  favored  sucn  a  cartel  arrangement. 

On  other  issues:  Help  for  small  farmers — a  majority  would  favor 
giving  more  price  and  income  benefits  to  smaller  and  medium-sized 
farms  with  annual  sales  under  $40,000.  On  Federal  crop  insurances- 
more  farmers  agreed    than  disagreed  with  replacement  of  the  dis- 
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aster  payment  program  with  an  all-risk  insurance  program  as  was 
passed  in  1980. 

On  food  stamps — in  nine  States,  more  respondents  opposed  use 
of  public  funds  to  buy  food  stamps  than  favorea  it.  A  majority  would 
favor  transfer  of  food  assistance  programs  to  the  Department  of 
Health  and  Human  Services,  but  no  information  was  given  to  the 
respondents  about  consequences  and  feasibility  of  such  a  transfer. 

On  soil  conservation — in  eight  States,  more  farmers  would  favor 
than  oppose  a  mandatory  compliance  with  approved  soil  conservation 
plans  to  qualify  for  price  support  benefits. 

On  foreign  investor  purchases  of  farmlands — a  substantial  ma- 
jority of  respondents  in  every  State  would  favor  a  prohibition  against 
purchase  of  farmland  by  foreign  investors.  However,  a  majority 
of  those  responding  would  not  favor  a  prohibition  on  purchases 
of  farmland  by  nonfarmers  from  this  country. 

On  agricultural  research  and  extension,  about  a  two-thirds  ma- 
jority in  each  State  would  favor  increased  funds  for  agricultural 
research  and  extension. 

I  might  say  that  this  survey  was  taken  immediately  after  the 
election  and  most  of  the  respondents  sent  in  their  questionnaires 
during  November  and  December.  The  complete  report  with  the 
details  from  each  State  has  been  submitted  for  the  record. 

Thank  you  very  much. 

Senator  Dixon.  Thank  you  very  much.  You  say  the  poll  was 
answered  basically  in  November  and  December  of  1980? 

Mr.  Guither.  Yes. 

Senator  Dixon.  I  didn't  hear  what  you  said,  although  I  presume 
you  touched  upon  it  when  you  were  talking  about  the  embargo. 

My  understanding  was  that  your  poll  revealed  support  for  a  higher 
loan  rate  in  the  event  of  the  declaration  of  an  embargo  in  the  future 
affecting  agricultural  commodities,  did  you  mention  that? 

Mr.  Guither.  Yes ;  we  said  some  form  of  price  protection  for  those 
farmers  if  the  exports  were  limited  for  any  reason.  There  was  a  very 
substantial  majority  favoring  some  kind  of  protection  in  the  new 
legislation  if  exports  were  limited  for  any  reason. 

You  may  recall  that  in  the  1977  act  the  support  in  case  of  an 
export  limitation  applied  only  if  there  was  a  shortage  in  this  country. 
So  that  is  a  major  difference. 

Senator  Dixon.  Do  you  recall  the  percentage  figure?  You  say 
it's  a  very  substantial  majority.  Is  it  in  your  prepared  text? 

Mr.  Guither.  Yes;  it's  in  the  prepared  text. 

Senator  Dixon.  Are  you  giving  us  a  copy  of  the  prepared  text? 

Mr.  Guither.  Yes. 

Senator  Dixon.  Without  objection,  we'll  put  that  prepared  text 
in  the  record  and  have  it  fully  reported,  Mr.  Guither,  and  I  appreciate 
that. 

Two  other  things  that  you  touched.  One,  I  don't  know  that  I 
received  the  statistics.  Are  you  aware  of  the  fact  there  are  a  number 
of  different  farm  bills  that  have  been  introduced  and  the  adminis- 
tration bill  has  been  introduced  by  the  chairman  of  our  committee, 
Senator  Helms.  Senator  Helms  has  also  introduced  his  own  bill. 
Our  ranking   member  of    the  minority,   Senator   Huddleston,   has 
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introduced  a  bill.  One  of  the  distinctions  between  the  Hnddleston 
bill  is  the  retention  of  target  prices.  What  did  you  say  the  statistics 
were  on  the  opinion  of  farmers  on  the  retention  of  target  prices  in 
the  farm  bill? 

Mr.  Guither.  It  was  a  split.  It  was  a  split  opinion  and  what  we 
find  is  that  we  find  a  large  number  of  nonresponse  and  no  opinion, 
I  think  ipartly  because  many  farmers  have  not  oeen  eligible  for  target 
prices.  Tneir  income  has  been  sufficient.  They  haven't  felt  the  need  to 
be  in  the  program  or  the  program  restricted  their  operations.  So  we 
had  quite  a  substantial  proportion  that  had  no  opinion  or  no  response. 
But  we  did  get  some  response.  There  were  more  farmers  who  would 
rather  keep  target  prices  than  eliminate  them.  That's  a  first  response, 
I  think  we  should  say. 

There  was  a  range  by  States,  and  it  ranged  a  little  bit  in  each  State. 

Senator  Dixon.  Do  you  have  Illinois? 

Mr.  Guither.  In  Illinois,  we  do  have  the  figures. 

Senator  Dixon.  My  aide  is  telling  me  Illinois  voted  in  favor  of 
continuing  target  prices. 

Mr.  Guither.  Yes,  they  did. 

Senator  Dixon.  It  says  strongly  agreed  and  agreed  30  percent. 

Mr.  Guither.  Yes,  we  found,  about  30  percent  in  Illinois  would 
have  agreed  with  discontinuing  prices.  But  35  percent  didn't  want  to 
do  that.  But  what  we  have  here  is  a  24  percent  no  opinion  and  11 
percent  no  response.  So  we  almost  have  a  three-way  split  in  Illinois. 

Senator  Dixon.  Just  about  evenly  divided,  actually? 

Mr.  Guither.  Yes. 

Senator  Dixon.  I  imagine  though  that  your  poll  could  not  have 
taken  into  consideration  what  has  ultimately  resulted  in  the  ad- 
ministration bill,  granting,  basically,  to  the  Secretary  of  Agriculture, 
this  overall  authority  to  set  loan  rates  for  the  future  and  things  of 
that  kind? 

Mr.  Guither.  We  didn't  really  get  into  that  discussion  much. 
We  asked  them  what  they  thought  would  be  a  fair  price  on  the  market 
and  we  asked  them  where  they  would  like  to  see  the  loan  set  in  1981 
and  the  target  prices  set  in  1981.  We  didn't  go  beyond  1981. 

Of  course,  the  farm  bill,  the  new  bill  does,  out  1  think  the  fact  that 
the  Secretary  has  raised  loan  rates,  announced  them  last  week,  would 
be  in  line  with  the  response  of  the  poll.  Not  as  high  as  some  would 
like,  but  at  least  in  that  direction. 

Senator  Dixon.  I  want  to  thank  you  very  much,  Mr.  Guither,  and 
assure  you  your  complete  poll  results  and  everything  else  in  that  file 
will  be  reproduced  in  the  record  and  given  to  every  member  of  the 
Senate  Agricultural  Committee  and  our  staff,  and  we  thank  you  very 
much  for  your  input. 

Mr.  Guither.  Thank  you. 

Senator  Dixon.  Paul  Janosik  of  the  American  Agricultural 
Movement. 

Are  you  going  to  have  an  extra  copy  of  that,  Paul? 

Mr.  Janosik.  Yes,  I'll  present  one  to  you. 

Senator  Dixon.  Fine.  We'll  give  it  to  our  court  reporter. 
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STATEMENT  OF  PAUL  JANOSIK,  AMERICAN  AOBICULTUBE 
MOVEMENT  OF  ILLINOIS,  WESTVUEE,  ILL. 

Mr.  Janosik.  On  behalf  of  the  American  Agricultural  Movement 
of  Illinois,  I  would  like  to  thank  you  very  much  for  the  invitation  for 
the  input  into  this  1981  farm  bill. 

The  purpose  and  goal  of  the  American  Agricultural  Movement  of 
Illinois  is  to  assure  a  farmer  and  rancher  an  opportunity  to  make  a 
fair  profit  from  his  or  her  operation,  which  is  as  important  to  consumers 
as  it  is  to  the  producer. 

In  order  to  provide  for  this,  we  feel  that  we  should  advocate  that 
the  1981  farm  bill  provides  for  commodity  loans  for  all  agricultural 
commodities,  including  livestock;  these  loans  would  be  available  to 
the  producers  based  on  a  90  percent  of  the  parity  index  as  computed 
each  month  by  the  USDA.  Some  people  feel  that  the  parity  concept  is 
outdated  because  it  started  back  m  tne  early  1900's,  but  I  notice  they 
are  still  using  it.  They  haven't  found  a  better  way  and  all  the  things 
such  as  yield  increases  and  all  this  have  been  taken  into  consideration 
on  this  parity  index  over  the  years.  This  loan  would  be,  in  effect,  a 
floor  under  the  market. 

These  loans  would  be  made  from  a  revolving  fund  and  would  be 
called  and  repaid  within  1  year  or  some  period  determined  each  year, 
with  interest  at  a  reasonable  rate  as  set  by  the  Secretary  of  Agriculture. 
In  setting  the  due  date  and  loan  rate,  the  Secretary  would  consult  with 
a  producers  advisory  board,  which  would  work  continually  with  the 
USDA. 

To  obtain  a  sensible  program  for  soil  and  water  conservation,  be- 
cause programs  can  only  be  implemented  when  farming  becomes  profit- 
able ;  SCS  alone  will  not  do  the  job.  One  of  the  greatest  problems  in  the 
country  today,  as  you  said  a  minute  ago,  is  the  erosion  of  our  topsoil. 
USD A's  own  figures  on  average  loss  in  the  United  States  is  5  tons  per 
acre  per  year.  Agronomists  say  that  the  land  has  the  ability  to  increase 
with  proper  soil  management  over  time  only  by  \%  tons  per  acre  per 
year. 

The  basic  and  most  desirable  method  to  achieve  the  financing  for  the 
conservation  program  is  through  tax  relief.  A  conservation  practice 
should  first  obtain  approval  of  the  county  SCS  committee  and  be 
certified.  Then  the  expense  incurred  to  complete  the  project  will 
qualify  as  a  business  expense  deduction  and  not  be  capitalized. 

Second,  an  investment  tax  credit  of  10  percent  would  be  available 
as  an  additional  incentive. 

Once  farming  is  profitable,  there  will  be  an  incentive  to  put  local 
contractors,  dealers,  and  suppliers  in  business. 

The  environment  will  benefit  because  there  will  be  cleaner  streams 
and  rivers  with  less  eroded  topsoil  in  them.  The  consumer  will  be 
assured  a  lasting  food  supply.  Owners  of  land  will  be  able  to  maintain 
and  improve  the  land's  productivity.  The  improved  conservation 
practices  will  provide  protection  for  wildlife  and  increase  hunting  and 
fishing  practices. 

The  advantages  of  these  programs  are  that  the  present  administra- 
tors, USDA  and  IRS  will  be  used,  there  will  be  no  loss  in  collecting 
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and  distributing  money,  people  can  see  their  tax  dollars  at  work,  local 
contractors  and  laborers  are  employed  and  the  consumer  will  be  assured 
of  a  stable  food  supply. 

Funds  will  continue  to  be  appropriated  to  pay  operational  expense 
of  ASCS  and  SCS,  and  also  to  pay  for  cost  sharing  practices  as  cur- 
rently exists. 

We  encourage  the  cooperation  of  all  farm  organizations  and  groups 
to  work  together  to  solve  mutual  problems. 

Since  its  inception,  one  of  the  original  points  of  the  American 
agricultural  movement,  has  been  to  encourage  all  farm  organizations 
and  commodity  and  livestock  organizations,  to  meet  and  discuss 
the  problems,  to  ascertain  where  they  can  be  in  agreement,  and  work 
together  toward  the  solution  of  the  farmers'  problems. 

Also,  to  work  to  preserve  rural  America  by  preserving  the  family 
farm,  the  bedrock  of  rural  America,  which  is  the  backbone  of  a  prosper- 
ous U.S.  economy. 

There  are  many  facets  of  agriculture  which  are  not  addressed  in 
this  brochure,  such  as  the  problems  of  vegetable,  fruit,  and  produce 
growers.  The  American  Agricultural  Movement  is  broad  enough  in 
its  concept  and  operation  to  include  all  facets  of  agriculture.  The 
American  Agriculture  of  Illinois  feels  that  the  family  farm  is  the 
backbone  of  all  agriculture  in  the  Nation  and  all  problems  of  agriculture 
must  be  addressed. 

We  believe  that  the  financing  of  agricultural  production  and 
equipment  should  be  done  by  the  private  sector. 

Traditionally,  financing  for  agriculture  has  been  from  the  private 
sector.  However,  the  last  4  to  5  years,  the  Government  has  been 
forced  to  step  in  because  the  private  sector  will  not  take  the  risk  of 
financing  a  failing  industry. 

AAM  would  like  to  see  adequate  legislation  so  we  can  keep  our 
country  and  the  world  in  a  proper  food  supply,  not  like  the  situation 
which  we  are  now  in  with  our  low  stocks  of  corn.  Corn  stocks  today 
are  lower  than  at  any  other  time  in  history.  Instead  of  raising  crops 
to  our  maximum,  farmers  are  cutting  back  on  inputs,  cutting  costs 
to  keep  our  heads  above  water.  Also,  with  no  profit  in  agriculture 
such  programs  as  soil  conservation  are  suffering  badly.  There  must 
be  a  profit  in  agriculture  before  we  can  forge  ahead  and  meet  the 
world's  demands. 

Senator  Dixon,  I  think  it's  time  that  the  ag  committee  had  better 
make  changes.  I  notice  by  the  professor's  survey  that  he  did,  a  lot 
of  farmers  are  split  right  down  the  middle,  50  percent  one  way  and 
50  percent  the  other.  So  I  guess  it's  up  to  you  people,  since  you're 

foing  to  make  the  law,  to  do  something.  The  American  Agricultural 
lovement  has  always  said  100  percent  of  parity  at  the  marketplace 
is  one  solution  to  the  Nation's  economic  problems,  and  I  thank  you 
very  much. 

Senator  Dixon.  Thank  you,  Paul.  I  wonder  if  you're  aware  of 
the  fact  that  Senator  Jepsen  of  Iowa  has  proposed  a  bill  to  give 
farmers  tax  incentives  for  conservation.  I  happen  to  be  a  cosponsor 
of  that  particular  bill.  I  wonder  whether  you  support  that  type 
of  approach  to  the  problem? 

Mr.  Janosik.  I'll  tell  you  what,  I  received  my  copy  of  that  bill 
in  the  mail  last  week  and  I  haven't  had  a  chance  to  read  it.  I  already 
had  this  thing  prepared.  No,  I  haven't  read  it  yet. 
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Senator  Dixon.  Well,  I  certainly  invite  your  comments  after 
you  have  looked  at  that  particular  bill,  if  you  would  be  kind  enough 
to  drop  us  a  note  giving  your  point  of  view. 

Mr.  Janosik.  Sure. 

Senator  Dixon.  Would  you  be  kind  enough  to  give  us  a  copy  of 
the  statement  you  made  to  the  court  reporter? 

Mr.  Janosik.  Yes,  I  will.  And  I  thank  you  again,  Senator. 

Senator  Dixon.  Thank  you,  sir.  I  would  like  to  announce  to  the 
audience  here  that  the  Secretary  of  Agriculture,  Jack  Block,  will 
present  a  complete  conservation  program  to  the  Agriculture  Commit- 
tee sometime  in  1982.  We  are  assured  the  latest  date  by  which  we 
would  receive  that  would  be  December  of  1982,  and  I  think  he  indi- 
cated in  his  testimony  that  he  expects  to  have  it  substantially  before 
then.  I'm  sure  those  of  you  who  are  the  leaders  of  your  particular 
groups  already  are  aware  of  this,  but  I  thought  it  might  be  worthwhile 
to  point  out  to  you  that  I  believe  at  the  present  time  there  are  six  bills 
pending  in  the  U.S.  Senate  proposing  a  new  farm  bill,  but  basically 
the  three  bills  from  which  I  think  the  committee  will  take  the  largest 
part  of  its  testimony  will  be  three  that  I  have  here  on  the  fact  sheet. 

I  might  also  mention  that  in  addition  to  the  three  I'm  going  to 
talk  about,  Senator  Dole  has  introduced  a  bill,  Senator  Melcher 
has  introduced  a  bill,  and  Senator  Cochran  has  introduced  a  bill, 
although  I'm  told  that  most  of  those  bills  address  only  part  of  the 
entire  subject  matter. 

You  might  be  interested  though  in  hearing  about  the  distinctions 
between  the  three  bills  that  we'll  De  largely  using  in  our  discussions  in 
the  future.  There's  the  administration  bill,  of  course,  and  then  a  bill  by 
Senator  Helms  and  a  bill  by  the  ranking  member,  Senator  Huddleston. 

On  the  administration  bill,  that  bill  would  terminate  authority  for 
set-asides,  would  terminate  target  prices,  and  deficiency  payments 
and  terminate  normal  crop  acreage  calculations. 

In  the  Helms  bill,  loans  would  be  based  on  3  of  the  5  past  years 
with  the  high  and  low  price  years  excluded.  Wheat,  85  percent  of 
determined  price  average. 

Corn  for  1982  at  75  percent;  1983  through  1985,  65  to  85  percent. 

Rice,  1982,  75  percent;  1983  through  1985,  65  to  85  percent. 

Soybeans,  1982  at  75  percent  and  1983  through  1985, 65  to  85  percent 

Minimum  loans  on  wheat,  $3.20;  corn,  $2.40;  and  cotton,  55  cents 
a  pound;  rice,  $8.01  a  hundredweight;  soybeans,  $5.02  a  bushel. 

Huddleston's  bill  would  extend  price  support  programs  for  wheat, 
feed  grains,  cotton,  and  rice,  and  it  also  adjusts  support  price  rates  for 
peanuts  and  soybeans.  On  the  1982  crop  on  wheat,  target  price  would 
oe  $4.40,  the  minimum  loan  $3.70. 

On  corn,  $2.75,  mimimum  loan  $2.50. 

On  cotton,  a  pound,  80  cents  for  the  target  price,  55  cents  for  the 
loan. 

Rice,  $11.01  a  hundredweight,  $8.26  on  the  loan. 

Soybeans,  no  target  price,  of  course,  on  the  loan,  $5.44.  Target 
prices  adjusted  annually  to  reflect  changes  in  cost  of  production. 

Then,  second,  on  disaster  payments,  tne  administration  bill  ter- 
minates disaster  payments  to  farmers,  so  does  the  Helms  bill.  The 
Huddleston  extends  authority  for  limited  disaster  payments. 

Third,  on  milk  prices,  the  administration  bill,  milk  prices  supported 
at  70  to  90  percent  of  parity,  at  the  discretion  of  the  Secretary.  The 
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Helms  bill  allows  discretionary  authority  for  the  Secretary  to  support 
price  of  milk  at  75  to  90  percent  of  parity.  The  Huddleston  bill, 
milk  support  at  between  75  to  90  percent  of  parity,  with  support 
level  inversely  related  to  Government  purchases. 

Then  the  rest  of  it  on  peanuts  would  not  be  of  any  particular 
interest  here,  I  wouldn't  think. 

On  the  administration  proposal,  Public  Law  480  authority  ex- 
tended with  minor  modifications. 

On  the  Helms  bill,  Public  Law  480  authority  extended  and  it 
establishes  a  revolving  fund  for  export  loans. 

On  the  Huddleston,  Public  Law  480,  authority  extended  with 
minor  modifications. 

And  then  on  the  food  stamp  program,  the  administration  proposal 

Erovides  for  the  food  stamp  program  in  a  separate  bill.  The  Helms 
ill  on  food  stamps  provides  partial  institution  of  purchase  require- 
ment for  all  but  elaerly,  blind  and  disabled,  some  cash  required; 
35  percent  benefit  reduction  rate;  disqualification  for  fraud  lengthening 
for  3  to  12  months;  count  school  lunch  benefits  for  food  stamp  income 
eligibility;  prorates  first  month  benefits;  counts  food  stamps  as 
income  for  tne  purpose  of  income  tax  filing. 

The  Huddleston  bill  revises  a  thrifty  food  plan  calculations;  revised 
procedures  for  income  eligibility  determinations  which  are  tightening; 
tighter  work  registration  requirements;  and  provides  incentives  for 
State  agencies  to  reduce  errors  and  account  for  the  coupons. 

I  am  further  asked  to  announce  that  the  Senate  Agriculture  Com- 
mittee will  start  markup  of  the  farm  bill  on  April  27,  and  it  will  be 
completed  by  May  15.  And  now  I  am  delighted  to  call  my  old  friend 
Harold  Dodd,  the  president  of  the  Illinois  Farmers  Umon,  for  his 
remarks. 

Good  morning,  Harold. 

STATEMENT   OF   HAROLD   DODD,   PRESIDENT,    ILLINOIS 
FARMERS  UNION,  SPRINGFIELD,  ILL. 

Mr.  Dodd.  Thank  you,  Senator,  for  inviting  me  to  present  our 
viewpoint  on  this  very  important  subject. 

I  am  Harold  Dodd.  I  am  presently  serving  as  the  president  of  the 
Illinois  Farmers  Union.  Principally,  I  am  a  lifelong  farmer  who  lives 
on  the  same  farm  that  he's  lived  on  for  the  last  36  years  and  farm 
some  1,400  acres  of  corn  and  soybeans.  And  believe  me,  that's  where 
my  principal  interest  is.  That's  where  my  principal  income  comes 
from.  It  does  not  come  from  my  position  at  the  Illinois  Farmers 
Union.  This  is  a  very  important  issue. 

First  of  all,  let  me  say  that  I  do  not  have  a  prepared  statement. 
I  just  choose  to  speak  from  notes.  I  assume  that  you'll  have  a  record  of 
it  by  the  recording  of  it. 

Senator  Dixon.  I  assure  you,  we  will. 

Mr.  Dodd.  The  reason  I  think  it's  such  a  veiy  important  issue  is 
because  it  covers  a  multitude  of  things,  and  No.  1,  it  greatly 
affects  the  economics  of  the  farm.  Economics  affect  a  tremendous 
lot  of  things  at  the  farm,  such  as  soil  conservation.  Why  did  the 
farmers  plow  up  the  hillsides  and  let  it  wash  into  the  streams  and 
muddy  up  the  lakes  and  all  of  those  unfavorable  things? 
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I  think  the  principal  reason  is  because  they  have  no  choice.  In 
order  to  meet  their  fixed  expenses  with  the  prices  of  inputs  as  they  are, 
and  the  price  of  agricultural  products  being  at  the  worst  year  since 
1932,  according  to  the  USDA  report  as  relates  to  parity,  there's 
only  been  one  worse  year  than  1980,  and  that  was  1932,  about  62 
percent  of  parity. 

Farmers  don't  have  any  alternative  other  than  to  get  out  of  their 
land  every  dime  they  possibly  can,  and  they  can  get  more  out  of  it,  at 
least  temporarily,  by  putting  it  into  row  crop,  even  though  they  know 
better.  It's  not  a  prudent  way  to  farm,  but  I  think  their  hand  is 
being  forced.  Therefore,  I  think  with  better  economics  at  the  farm 
gate,  you  would  see  greatly  improved  soil  conservation  practices 
that  preserve  the  soil  for  much  more  needed  times  and  not  fill  up  the 
lakes  so  that  the  city  fathers  would  be  quarreling  about  having  to 
build  a  new  lake  or  dredge  that  one  out. 

I  think  it  should  be  pointed  out  that  there's  too  many  people  in 
Washington  that  simply  don't  understand  the  uniqueness  of  agri- 
culture. 

As  far  as  I  can  detect,  agriculture  is  the  only  business  left  in  Amer- 
ica that  buys  everything  we  buy  in  the  business  world  on  a  retail 
basis,  sells  everything  we  sell  on  a  wholesale  basis,  pays  the  freight 
both  ways  and  has  no  seat  at  the  bargaining  table.  And  if  you  can 
find  another  business  like  that  that  fits  that  description,  I  wish  you 
would  point  it  out  to  me  because  I  don't  think  one  exists.  I  think  we 
are  totally  unique  in  that  description  and  that  at  least  that's  the  way 
I  have  to  operate  my  farm,  and  I  think  my  neighbors  have  to  do 
likewise.  So  I  think  we  are  unique. 

I  think  too  many  times  that  people  in  Washington  look  at  a  farm 
bill  as  not  being  of  great  consideration  because  it's  really  designed 
to  help  2.8  or  3  percent  of  the  people.  And  they  lose  sight  of  the  fact 
that  we  contribute  the  only  plus  side  of  a  great  trade  imbalance  in 
the  exports  from  farm  commodities.  And  that  in  Illinois  in  excess  of 
25  percent  of  all  adult  employed  people  are  employed  in  some  ag- 
related  business.  So  we  are  the  greatest  employer  of  people.  We  con- 
tribute more  toward  the  economics  than  any  other  business.  Add  to 
that  the  major  portion  of  all  of  the  new  wealth  that  comes  into  our 
Nation  comes  by  way  of  agriculture,  and  that's  the  uniqueness  of 
agriculture,  having  the  only  renewable  resource  that  I  know  of. 
I  ou  use  up  the  iron  ore,  the  coal,  and  the  oil — it's  gone.  But  you  use 
up  a  wheat  crop  and  a  bean  crop  and  a  corn  crop,  and  next  year — the 
Good  Lord  willing — it  reappears  on  the  top  of  the  ground,  and  that's 
the  reason  why  some  70  percent  of  all  tne  new  wealth  that  comes 
into  our  Nation  every  year  comes  from  agriculture.  Urban  legislators 
simply  don't  understand  that  and  they  don't  look  at  it  that  way  and 
they  tend  to  look  at  any  kind  of  agricultural  legislation  simply  to 
help  3  percent  of  the  people,  and  that  doesn't  go  very  far  toward 
getting  them  reelected;  there's  not  that  many  voters  left  on  the  farm. 

I  think  that  I  want  to  say  something  about  parity  because  I  believe 
that  parity  is  more  important  today  than  it's  ever  been  in  our  life 
history.  I  know  when  it  was  written.  They  referred  to  the  years  1910 
and  1914,  but  any  nincompoop  ought  to  understand  that  they  used  the 
years  1910  and  1914  only  to  establish  a  base,  the  concept  itself  wasn't 
written  until  the  midthirties.  So  it  has  nothing  to  do  with  the  years 
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1910  and  1914,  other  than  the  fact  that  they  had  to  go  back  to  1910 
and  1914  to  find  a  4-year  period  when  the  three  segments  of  our  society 
were  pretty  much  on  an  even  keel.  And  I  submit  to  you  that  the  price 
means  nothing  at  the  farm  gate  other  than  how  it  relates  to  parity. 
Five  dollars  a  bushel  next  year  may  be  a  bankrupt  price  to  the  farmer. 
I  can  tell  you  from  my  own  experience,  that  I  am  paying  $11,000 
more  for  a  tractor  to  operate  my  farm  with  than  I  could  have  bought 
the  180  acres  for  36  years  ago  when  I  moved  there.  I  could  have  bought 
the  180  acres  for  $200  an  acre,  that's  $36,000,  and  I  am  paying  $47,000 
to  buy  a  tractor  to  farm  it  with,  just  to  give  you  an  idea  of  what  has 
happened  to  farm  expenses. 

Now  all  those  things  are  reflected  in  parity.  They  aren't  reflected 
anywhere  else.  I  submit  to  you,  Alan,  that  everybody  in  America 
accepts  all  of  the  working  class  of  people.  Everybody  who  works  at 
Fiat-Allis,  all  of  the  contractors  who  work  in  any  other,  for  govern- 
mental offices,  people  in  this  land  believe  in  and  subscribe  to  and  are 
afforded  the  cost  of  living  index.  When  they  get  a  10-percent  increase  in 
cost  of  living  doesn't  mean  they  have  gained  one  thing,  but  it  does  tell 
them  they  stayed  at  the  status  quo.  And  the  cost  of  living  index  to 
those  people  is  the  same  thing  as  a  parity  index  is  to  the  farm  people. 
And  I  don't  really  quite  understand  why  many  millions  of  people  don't 
understand  what  parity  is  to  a  farmer?  But  they  all  understand  what 
it  means  to  the  working  class.  I  don't  quite  understand  it.  I  think  they 
do  understand.  They  want  to  deviate  from  it  because  it  obligates  them 
because  you're  constantly  having  to  adjust  the  price  upward  because 
that's  the  way  the  expenses  are  going. 

The  most  recent  example  I  can  give  you  is  milk.  April  1,  they  were 
going  to  have  to  increase  the  price  of  milk  so  they  find  a  way  to  cir- 
cumvent it.  I  have  no  personal  interest  in  the  milking  business,  but  I 
can  tell  you  I  was  born  and  raised  on  a  dairy  farm,  and  as  far  as  I'm 
concerned,  anything  they  get  is  deserved.  And  when  you  talk  about 
why  did  they  knock  off,  why  are  they  wanting  to  lower  the  price 
support,  it's  basically  because  it  is  being  administered  from  the  view- 

Eoint  they  don't  want  it  to  work,  because  no  one  believes  you  can 
ave  a  price  support  without  some  kind  of  supply  management.  No 
one  believes  it.  1  never  met  a  farmer  in  my  life  that  believed  that  he 
ought  to  have  a  price  support  without  some  kind  of  production  con- 
trols tied  to  it.  You  can't  have  your  cake  and  eat  it  too.  So  we  had 
production  controls  available  to  us  in  the  milk  program.  But  nobody 
80w  fit  to  exercise  them.  Look  at  the  record  as  to  the  amount  of  dairy 
products  that  have  been  imported  into  this  country.  You  add  up  the 
imports  that's  been  imported  into  this  country  and  then  you  look  at 
the  fact  that  they  haven't  done  anything  toward  controlling  the  pro- 
duction and  then  we  get  stuck  with  a  $1.3  billion  expense  to  maintain 
the  program,  so  then  they  want  to  scrap  it. 

You  either  have  to  control  it  or  scrap  it.  There's  no  question  about 
that.  But  I  prefer  to  believe  that  it  would  be  better  to  control  it  than 
it  is  to  scrap  it.  It's  the  only  measure  that  we  have  ever  had  to  tell 
us  how  we  are  doing  in  the  business.  How  we  are  measuring  up  in 
purchasing  power  to  compare  ourselves  to  the  other  two  segments  of 
the  society. 

We  talk  about  price  supports.  Everybody  in  Washington  is  scared 
to  death  of  price  supports.  They  almost  have  a  heart  attack  when  you 
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talk  about  90  percent  support.  Well,  I  can  tell  you  that  I  operated 
with  that  kind  of  program  the  first  12  years  of  my  farming  career, 
and  it  worked  perfect.  But  it  took  out  all  of  the  uncertainty  of  the 
market.  It  took  out  all  the  booms  and  the  busts  and  there  are  many, 
many  people,  including  the  big  five  grain  trade,  that  don't  like  that 
kind  of  stabilization.  And  there's  all  of  the  big  speculators  who  don't 
like  that  kind  of  stabilization.  You  don't  get  big  variations  in  prices. 
And  all  you  need  to  do  is  look  at  the  record  again  and  you'll  see  that 
soybeans  in  1980  were  traded,  I  believe,  six  times  in  excess  of  the 
world  production.  On  the  Chicago  Board  of  Trade,  there  were  six 
times  more  soybeans  traded  than  there  was  grown  in  the  world.  So  it 
sort  of  tells  you  why  that  we  have  booms  and  busts. 

Who  benefits  from  it?  The  farmers  sure  don't  and  consumers  sure 
don't,  but  there  are  some  in-between  people  who  do.  So  I  think  we 
need  some  kind  of  program  that's  got  enough  incentive  in  it  to  have 
some  kind  of  supply  management.  Ajad  I  am  not  at  this  time  suggesting 
any  specifics.  We  have  even  deviated  from  90-percent  support  price. 
I'll  get  into  that  in  just  a  minute.  I  am  probably  taking  too  much 
time  here. 

I'd  like  to  say  the  word  from  the  expounders  of  the  free  enterprise 
system,  I  realize  to  sit  here  and  talk  against  the  free  enterprise  system 
is  like  talking  against  motherhood  and  Americanism.  I  am  just  as 
much  a  believer  in  free  enterprise  as  any  man  who  ever  breathed.  We 
don't  need  to  go  back  into  ancient  history,  go  back  to  1973.  We  had 
an  embargo.  Let  me  tell  you  about  that  embargo.  I  was  there.  I  know 
exactly  why  that  embargo  was  put  on.  A  campaign  was  sponsored 
and  put  on  our  TV  by  the  bakers  association,  principally  with  the 
support  of  other  people,  saying  that  if  we  didn't  do  something  about 
the  price  of  wheat,  the  price  of  a  loaf  of  bread  was  going  to  go  to  a 
buck  a  loaf.  All  right.  They  mustered  up  enough  support  from  the 
American  people  that  the  administration  put  an  embargo  on  for  no 
other  reason  other  than  to  drive  the  price  down.  In  the  next  18  months 
that  followed,  the  price  of  wheat  fell  100  percent  to  the  farmer,  one 
half  what  he  was  getting  before  that.  And  that  same  18  months,  the 
price  of  a  loaf  of  bread  went  up  15  percent,  while  the  price  of  wheat 
was  going  down  100  percent. 

So  the  price  at  the  farm  gate  has  very  little  to  do  with  what  you 
give  for  it  in  groceries.  The  biggest  part  of  your  grocery  bill  is  caught 
up  in  the  freight  rates,  labor,  laborer,  and  commission  and  taxes. 
And  those  things  keep  escalating  upwards,  and  my  friend,  if  you  give  a 
product  away,  groceries  wouldn't  cheapen  much.  And  so  those  people 
who  talk  about  they  don't  want  price  support,  they  don't  want  Gov- 
ernment intervention  because  they  are  great  believers  in  the  free  enter- 
prise system,  let  me  tell  you  something.  If  you  can  get  the  Government 
out  of  agricultural  business  on  the  topside,  then  I'll  live  with  it.  But  if 
you  talk  about  free  enterprise,  you  must  have  some  semblance  of 
balance  between  sellers  and  buyers. 

Now  everybody  in  this  room  knows  we  have  got  a  handful  of 
buyers,  and  millions  of  sellers.  So  it's  unlikely  that  it  would  work  in 
agriculture  at  the  very  best. 

Second,  we  are  producing  for  a  world  market  today  and  everyone 
knows  that,  and  no  place  else  in  the  world  do  they  even  talk  about  a 
free  enterprise  system.  But  even  granted  all  of  those  things,  you  talk 
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about  1973  an  embargo,  1975  an  embargo,  no  other  reason  but  to 
drive  the  prices  down.  In  1977,  when  the  beef  price  started  sticking 
its  head  up,  the  Government  doubled  the  imports  of  beef  to  drive 
the  price  of  beef  down  and  in  1980,  we  got  another  embargo.  So  if 
there's  anyone  sitting  in  this  room  who  believes  that  we  are  going  to 
get  the  Government  out  of  agriculture  on  the  high  side,  then  they 
have  got  to  be  pipedreamin^.  I  don't  care  if  the  Democrats,  Re^- 

fmblicans,  or  the  Whigs  are  in  power,  we  are  going  to  have  inter- 
erence  on  the  high  side  because  it  talks  about  food.  And  they  have 
indoctrinated  the  great  American  public  to  believe  that  the  price 
at  the  farm  gate  has  great  effect  on  food.  Therefore,  we  are  going  to 
keep  the  price  cheap  at  the  farm  gate  in  order  to  have  cheap  food. 
And  I'm  not  talking  about  this  administration,  I'm  not  talking 
about  the  past  one,  I'm  talking  about  since  1950's  we  have  had  this 
prevailing  in  Washington.  So  I  think  it's  a  misnomer.  I  think  it 
needs  to  be  talked  about,  and  I  think  that  I'm  telling  you  some  of 
these  things,  Alan,  simply  because  you're  new  in  Washington.  You 
are  going  to  be  confronted  with  them.  I  thought  you  ought  to  hear 
the  other  side  of  it  before  you  get  total,  whitewashed  from  the  other 
viewpoint. 

I'd  like  to  say  another  thing,  and  that's  about  what  is  very  near 
and  dear  to  my  heart  and  I'm  greatly  concerned  about  it,  and  that's 
the  exodus  of  the  family  farm  off  the  land.  The  statistics  show 
there's  2,180  farm  families  leaving  the  land  every  week  of  the  year 
for  the  last  4  years.  Now,  I'm  sure  that  you're  smart  enough  to  know, 
Alan,  that  how  long  do  we  have  to  go  that  way  before  agriculture 
gets  itself  in  the  same  position  that  the  oil  industry  is  today?  Now 
before  someone  accuses  me  of  falsely  accusing  the  oil  companies 
of  something,  let  me  explain  my  viewpoints. 

Right  now  we  have  an  administration  that  is  saying  to  us,  we 
got  to  deregulate  the  oil  companies  so  they'll  make  billions  of  more 
dollars  so  they'll  go  out  and  invest  the  billions  into  more  oil,  also 
to  increase  the  supply,  to  decrease  the  price,  am  I  right?  That's  what 
they  told  us. 

Now  let's  look  at  the  facts.  The  facts  are  that  the  oil  supply  is 
greater  than  it  has  ever  been  in  the  history  of  the  United  States, 
greater  right  now.  The  refineries  are  running  at  72  percent  of  their 
capacity.  They  don't  want  more  oil.  Six  oil  companies  write  the 
regulations,  write  the  rules,  set  the  prices.  In  my  judgment  it's  mo- 
nopolistic, pure  and  simple.  Anyway,  if  we  want  to  get  agriculture 
into  that  kind  of  a  situation,  believe  me,  the  consumers  will  be  spend- 
ing 50  to  70  percent  of  their  take-home  pay  for  food,  because  tney'll 
simply  price  their  own  products  and  they  won't  be  any  fairer  about 

Ericing  it  than  the  oil  companies  are  about  their  products,  and  people 
ave  to  eat.  There  are  some  things  you  must  have — three  things:  food, 
air,  and  water.  So  you  have  to  have  food  to  live  and  when  that  happens 
and  people  go  to  pricing  their  own  products,  with  no  restrictions,  like 
they  will  when  they  get  into  few  enough  numbers,  then  I  think  thats 
when  consumers  will  be  the  ones  who  suffer. 

And  so  I  think  all  Americans  should  try  to  do  everything  we  can 
to  keep  the  family  farm  in  business — it's  the  individual  incentive, 
Alan,  that  makes  the  family  farm  great,  over  and  above  the  corporate 
farm.  Their  incentive,  the  reason  why  the  family  farm  can  out  produce 
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anybody  else  is  because  of  the  individual  incentive  that's  involved 
It's  what  makes  them  great. 

So,  I  want  to  say  another  thing  about  embargo  and  I  want  to  tell 
you  right  now  what  we  think  you  ought  to  do.  We  think  you  ought 
to  flat  out  write  legislation  that  just  real  quickly  and  simply  says  that 
for  whatever  reason,  if  they  put  an  embargo  on  an  agricultural  com- 
modity, they  must  immediately  raise  the  price  to  90  percent  of  parity. 
Now  let  me  explain  that  just  a  little  so  that  someone  doesn't  think 
that  I  am  a  total  greedy-petey. 

In  the  times  of  shortages,  the  price  is  already  there,  so  it's  not  going 
to  hurt  anything  to  raise  it  to  90  percent  of  parity  and  in  the  times 
like  we  just  have  witnessed,  is  there  anyone  in  this  room  who  believes 
that  if  the  law  would  have  been  written  that  way,  we  would  have  an 
embargo  today? 

They  would  have  very  quickly  looked  out  here  and  said,  Lord, 
we've  got  to  raise  the  price  of  corn  from  $2.25  a  bushel,  which  was  about 
the  going  price  at  the  time,  to  90  percent  of  parity,  which  would  be  about 
$3.80  or  something  like  that,  so  we  wouldn't  have  had  it.  So  we  say 
that  you  just  need  to  write  legislation  that  says  for  whatever  reason 
that  you  put  it  on,  if  you're  going  to  put  it  on,  and  not  put  it  across 
the  board,  then  by  golly  you've  got  to  increase  the  price  of  that  com- 
modity to  90  percent  of  parity.  That's  what  we  believe  ought  to  be 
done  about  the  embargoes. 

I  want  to  say  a  word  about  the  administration's  proposal  and  about 
Helms'  report  for  his  proposal.  And  I  want  to  say  at  the  beginning 
that  I  like  Helms'  better  than  I  do  the  administration's.  And  there's 
two  things  I  particularly  don't  like  about  the  administration's 
proposal.  I  want  to  preface  my  statement  with  a  statement. 

No  one  worked  harder  to  get  Secretary  Block  in  this  office  than  I 
did.  I  consider  him  to  be  a  topnotch  guy  in  every  respect  and  a  very 
good  representative  of  the  producers,  and  I'm  quite  proud  to  have 
had  what  little  role  I  played  in  getting  him  placed  there.  So  what- 
ever I  say  is  not  pertaining  to  John  Block.  But  the  administration 
has  come  up  with  a  15-cent-a-bushel  increase  in  price  supports.  Now, 
I  want  to  tell  you  something.  If  I  walked  into  a  restaurant  and  I 
left  a  2-cent  tip,  it  would  be  for  a  purpose.  It  would  be  because  I 
thought  I  got  rotten,  terrible  service  and  I  wanted  to  let  her  know 
that's  what  I  thought  of  her  service.  If  I  left  no  tip,  she  might  at 
least  believe  I  forgot  to,  or  if  I  left  a  decent  tip,  she'd  think  she  had 
done  a  good  job.  I  view  a  15-cent-a-bushel  increase  in  price  supports 
as  an  insult  to  the  farmers.  I  really  do,  because  we  have  experienced 
far  more  than  a  15-cent-a-bushel  increase  in  the  last  quarter,  increase 
in  the  cost.  And  this  15  cents  is  supposed  to  cover  a  4-year  period  for 
inflationary  costs.  To  me,  it's  totally  erroneous,  wrong. 

Second,  the  administration  proposal  leaves  far,  far  too  much  at 
the  discretion  of  the  Secretary  of  Agriculture.  Again,  it  is  no  reflection 
upon  John  Block.  I  have  been  on  the  scene  a  long  time,  Alan,  and  I 
want  to  tell  you  when  you  talk  about  the  Secretary  of  Agriculture, 
you  must  include  the  Office  of  Management  and  Budget  and  the 
economic  advisers  to  the  White  House,  and  the  Secretary  of  State, 
that  in  many  cases  don't  know  a  bale  of  hay  from  a  bale  of  straw. 
That  may  be  a  slight  exaggeration,  but  I  really  think  it's  basically 
true;  they  don't  understand  the  uniqueness  of  agriculture.  But  they 
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are  very  close  to  the  President  and  the  administration,  and  many 
times  they  overrule  the  Secretary. 

So  when  I  say  that  I  don't  want  that  kind  of  discretion  left  to  the 
Secretary,  I'm  not  saying  that  if  I  had  the  slightest  inkling  that  John 
Block  would  be  at  liberty  to  make  those  decisions,  I  would  be  very 
glad  to  dump  them  in  his  lap.  But  I  know  that  he  isn't,  and  I  tnow 
that  he  won't  be.  And  therefore,  I  think  the  legislation  ought  to  spell 
it  out  very  vividly  what  the  price  support  is,  what  the  release  price 
is,  what  the  call  price  is,  and  then  the  Administrator  or  the  Secretary 
carry  out  the  order  of  the  congressional  bill.  I  think  that's  the  way 
it  has  to  be. 

I  want  to  tell  you  that  we  frown  very  heavily  upon  removing  food 
stamps,  nutritional  programs,  and  so  forth,  from  the  Department  of 
Agriculture,  and  putting  them  into  the  Health,  Education,  and  Welfare 
like  many  people  have  proposed.  We  oppose  it  simply  because  we 
need  some  bargaining  chips  with  the  urban  Congressman,  and  if 
we've  got  control  of  the  things  that  they  want  their  hands  on,  then 
we  can  negotiate  some  things  that  we  need,  and  if  we  get  all  of  those 
things  that  they  are  interested  in  out  of  the  Department  of  Agriculture, 
then  we  don't  have  any  bargaining  chips  left  for  the  urban  Congress- 
man. So  that's  our  reasoning  for  not  wanting  to  shift  that. 

You  will  be  told  in  Washington  you  must  keep  the  prices  low  or 
we'll  lose  our  export  markets.  That's  a  cinch.  I  want  to  tell  you  that 
I  have  never  seen  the  buyers  clamor  to  a  greater  extent  for  soybeans 
than  when  they  were  $12  a  bushel,  and  I  had  the  great  privilege  of 
traveling  over  in  Japan  and  attended  breakfast  meetings,  dinner 
meetings,  and  luncheon  meetings,  and  in  each  of  those  meetings,  in 
the  presence  of  our  leader,  Congressman  Paul  Findley,  I  asked  the 
question:  If  the  prices  were  suddenly  raised  to  parity  levels,  would 
this  greatly  deter  the  amount  of  soyoeans  that  you  people  buy  from 
us?  This  was  in  Japan,  our  greatest  purchaser  of  soybeans,  and  I 
got  a  very  quick  no.  We  are  first  interested  in  the  quality  of  the 
product.  We  are  secondly  interested  in  a  reliable  source  of  the  product 
and  somewhere  down  the  line  comes  the  price.  That's  the 
kind  of  answer  I  got.  I  can  prove  it  by  Paul  Findley,  because  Paul  had 
been  telling  me  all  the  time,  you  had  to  keep  the  price  cheap  at  the 
farm  gate  or  you'd  lose  your  export  markets. 

I  submit  to  you,  Alan,  that  we  farmers  can  export  ourselves  into 
bankruptcy  if  we  continue  to  export  it  and  sell  it  at  a  price  below 
what  it  costs  us  to  grow  it.  So  exports  are  not  the  total  answer.  It's 
export  at  what  price. 

I  have  talked  far  and  too  long,  and  I  do  appreciate  the  opportunity 
to  come  here  and  sound  off  some  of  my  down  home  philosophy  and 
wish  you  all  the  best  in  Washington.  Thank  you. 

Senator  Dixon.  Harold,  don't  leave  me  yet.  I  appreciate  those 
remarks.  You  do  very  well  without  a  prepared  text,  and  everyone  in 
the  room  knows  how  sincere  you  are  m  your  entire  presentation,  for 
which,  on  behalf  of  the  committee  and  myself  and  my  colleagues 
here,  I  thank  you. 

May  I  first  say  that  I  share  with  you,  as  you  know,  a  genuine 
concern  about  this  embargo.  I  know  you're  aware  of  S.  354,  which 
Senator  Percy  and  I  have  introduced,  which  I  feel  will  pass,  and  that 
bill  will  provide  that  in  the  future,  no  Chief  Executive  can  declare  an 
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embargo  directed  against  the  agriculture  community  only  for  foreign 
policy  reasons,  without  a  concurring  resolution  supporting  it  in  both 
the  House  and  the  Senate.  I  feel  very,  very  good  about  the  passage  of 
that  legislation,  in  this  session  of  the  Congress. 

I  would  hope  that  you  and  others  in  this  room  know  that  last  week 
during  the  debate  on  Senate  concurrent  resolution  9,  the  President's 
budget  reconciliation  resolution,  that  there  was  a  sense  of  the  Senate 
resolution  introduced  by  Senator  Jepsen  of  Iowa,  declaring  it  to  be 
the  sense  of  the  Senate  that  the  embargo,  should  be  lifted,  and  that  res- 
olution received  56  votes  in  the  U.S.  Senate,  being  a  clearer  majority 
of  those  100  Senators  representing  the  50  States  of  this  Union.  I  feel 
optimistic  about  the  fact  that  the  embargo  will  shortly  be  lifted,  and 
if  I  did  only  one  thing  is  this  room,  I  would  want  to  express  the  ap- 
preciation of  myself,  and  I  think  all  the  people  from  the  State,  regarding 
Secretary  Block's  consistent  efforts  to  achieve  the  raising  of  the 
embargo  by  the  President,  and  wrould  want  to  make  that  mown  to 
everyone  here,  and  then  let  me  further  say  to  you,  Harold,  that  some 
of  the  things  that  you  have  said  regarding  the  administration  bill,  I 
expressed  in  committee  when  Secretary  Block  was  there  last  week, 
saying  to  him  that  I  have  the  greatest  admiration  for  him.  I  know  that 
I  share  that  view  with  eveiybody  in  this  room.  He's  a  man  that's 
been  a  fine  farmer  in  this  State  and  a  great  director  of  agriculture. 
It's  no  reflection  on  him  when  I  say  that  I  share  your  concern  about 
the  very  large  discretionary  authority  of  the  Secretary  of  Agriculture. 

You  elect  people  to  the  Congress  from  435  districts  in  the  United 
States  of  America  and  two  Senators  from  each  of  the  50  States  to 
express  the  view  of  the  constituencies  they  represent,  and  I  think  to 
delegate  that  power,  as  we  would  in  the  administration  bill,  is  a  very 
dangerous  precedent.  If  it  was  going  to  be  Jack  Block  forever — he's 
doing  a  real  fine  job — I  would  give  it  to  him  and  if  it  was  his  judgment 
only,  as  you  have  said,  which  it  is  never,  frankly,  it's  never  the  judg- 
ment of  the  Secretary  of  Agriculture,  only  on  these  questions.  I  do 
have  concerns  about  that  and  was  interested  in  having  you  express 
your  views.  I  only  want  to  say  one  thing  further  to  you  that  I  want 
you  to  know,  because  I  have  said  this  to  your  organization  and  others 
m  this  room,  many  of  us  are  continuing  to  work  and  aggregate  in 
this  session  of  the  Congress,  though  it's  not  part  of  the  farm  bill, 
regarding  some  substantial  adjustments  in  the  estate  and  inheritance 
taxes  so  people  can  pass  along  these  family  farms.  And  I  said  to  some 
outside  the  room,  including  my  good  friend  Dick  Orr  and  others, 
before  we  started  these  hearings  this  morning,  that  this  is  the  time 
to  do  it.  And  I  think  the  message  ought  to  be  to  all  of  our  colleagues 
when  we  are  talking  about  substantial  readjustment  in  the  tax  laws 
in  this  country,  as  we  are  in  this  session,  there's  no  question  sub- 
stantial reductions  will  take  place  and  substantial  adjustments. 
This  is  the  time  to  get  an  adjustment  so  people  can  pass  along  the 
family  farms. 

And  I'll  just  say  in  conclusion,  because  I  really  have  no  questions, 
you  have  made  your  position  so  lucidly  clear,  Harold,  please  don't 
worry,  Alan  Dixon  will  not  get  Potomac  fever.  This  is  my  11th  time 
home  to  the  State,  and  the  reason  I  am  back  here  is  to  get  your  views. 
And  I  hear  what  they  are  saying  out  there,  but  I  take  it  with  a  grain 
of  salt  and  I'll  come  back  here  and  find  out  what  you  folks  are  saying, 
that's  what's  important  to  me. 
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Mr.  Dodd.  If  I  may,  I  would  like  to  add  one  thing,  and  I  think  it's 
rather  important  because  I  inadvertently,  totally  left  it  out.  I  talked 
about  everything,  seemingly,  under  the  Sun  except  what  we  actually 
propose  in  the  way  of  a  farm  program. 

And  I  would  like  to  spend  about  1  minute  with  that. 

Senator  Dixon.  Please  do. 

Mr.  Dodd.  We  think  that  the  commodities,  storable  commodities, 
should  be  supported  at  a  price  of  parity  that  covers  the  cost  of  pro- 
duction. That's  where  we  would  think  that  the  price  support  ought  to  be. 

Now  you  heard  Harold  Guither  say  that,  he  believes  that  the 
average  farmer  thinks  that  the  price  ought  to  be  supported  at  $2.83 
to  85  cents  support  price  on  corn.  Now  bear  in  mind  the  cost  of  pro- 
duction of  corn  in  Illinois.  Well,  we  have,  I  believe  I  read  in  the 
paper  the  other  day  where  we  have  7,000  people  in  Illinois  who 
participate  in  the  farm  business,  farm  management  service,  and  the 
cost  of  production  to  those  people  in  1980  was  $4.06  a  bushel. 

Now  I  want  to  quickly  point  out  that  the  reason  for  that  was 
because  they  had  a  short  crop  and  it  costs  just  as  much  to  grow  a 
short  crop  as  it  does  to  grow  a  full  crop.  But  I  think  the  average  cost 
of  production,  I  haven't  gotten  a  recent  figure  from  the  university, 
but  the  last  I  heard,  which  was  8  or  9  months  ago,  and  I'm  sure  it 
hasn't  done  anything  but  go  up  since,  was  around  $3.25  per  bushel. 

If  you're  talking  about  a  cost  of  production  figure,  it  would  cost 
at  least  $3.25,  ana  I  think  it's  more  than  that,  to  grow  corn  in  this 
day  and  age.  So  what  we  think  that  we  would  like  to  have  in  the 
way  of  price  support,  we'd  like  to  tie  it  to  parity  simply  because 
of  the  cost  of  living  index,  because  as  I  said  awhile  ago,  the  price 
doesn't  mean  a  thing  other  than  how  it  relates  to  what  it  costs  you 
to  grow  it.  And  that's  where  parity  is  reflected. 

Now  I  realize  that  that's  getting  something  tied  to  parity  is  about 
as  remote  as  the  Sun  is  likely  to  shine  in  the  next  5  minutes.  I  don't 
think  so.  But  nevertheless,  we  think  that  the  price  support  ought 
to  be  considerably  higher,  and  when  you  increase  the  price  support, 
the  other  thing  that  I  wanted  to  mention,  we  think  there  ought  to 
be  a  call  price,  and  that  call  price  has  been  considerably  too  low. 
The  call  price  creates  a  ceiling  price.  Now  the  grain  reserve  is  a  very 
important  thing.  We  want  to  see  the  grain  reserve  retained,  and 
I  just  want  to  reemphasize  the  importance.  I  think  the  grain  reserves 
tend  to  stabilize  the  prices  to  the  farmer,  as  well  as  to  tne  consumer. 
I  think  it  assures  the  public  of  ample  food  in  the  case  of  a  couple 
years  of  back-to-back  drought,  dates  clear  back  to  Biblical  days.  It 
makes  good  sense  to  have  some  food  stored,  and  I  think  it  puts  us 
in  a  better  posture  as  far  as  exporting  is  concerned. 

If  I  were  an  importing  nation  and  I  looked  and  I  tried  to  buy  5 
million  metric  tons  of  grain  and  I  were  told  over  here,  well,  we'll 
see  what  we  grow  or  if  I  had  it  in  the  reserve  and  I  was  told  we  can 
let  you  have  it  right  now,  we  have  it  in  the  reserve,  it  seems  to  me 
like  it  puts  us  in  a  much  better  posture  to  export  more  if  we  have 
a  grain  reserve. 

But  the  thing  that  scares  me  about  a  grain  reserve  is  the  support 

Erice  and  the  call  price.  The  support  pnce  creates  the  floor  and  I 
ave  already  told  you  why  that,  I  believe,  that  the  Federal  Govern- 
ment has  obligated  themselves  and  they  are  going  to  keep  cutting 
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off  the  highs.  Farmers  must  enjoy  the  highs  if  they  are  going  to  live, 
with  the  lows.  We  can't  live  with  the  lows  if  they  keep  cutting  off 
the  highs.  And  I  think  they  are  going  to  do  that.  I  think  they  have 
obligated  themselves  by  continuing  to  cut  off  the  highs,  to  help  ward 
off  the  lows  and  therefore  give  us  a  support  price  of  $2.80  or  some- 
thing like  this  and  then  had  a  call  price  that  was  140  percent  of 
$2.80,  which  would,  under  the  present  law,  create  the  call  price, 
that  would  be  $3.92. 

Well,  I  think  that  it's  very  important  that  we  increase  the  call 
price  to  put  a  greater  spread  between  the  support  price  which  is  the 
floor  price  and  the  call  price  which  is  the  ceiling  price  to  allow  the 
market  to  work  and  not  be  calling  grain  out  of  the  reserve  at  near 
the  cost  of  production.  That  ought  to  oe  at  a  profit  level  to  the  farmer. 
So  you  can  do  it  two  ways.  You  can  increase  the  price  support  or 
you  can  increase  the  percentage  of  the  price  support  to  create  the 
call  price.  But  I  think  we  ought  not  to  leave  the  call  price  open.  I 
think  you  need  to  set  a  figure  where  the  call  price  is  going  to  be 
called  in. 

Thank  you  very  much. 

Senator  Dixon.  Harold,  I  want  to  thank  you  very  much  for  coming 
here  this  morning  and  giving  us  the  benefit  f o  your  excellent  testimony. 
Now,  we'd  like  to  hear  from  Russ  Stauffer,  the  master  of  the  Illinois 
Grange. 

Is  Russ  not  here?  Is  there  anyone  here  from  the  Grange  in  his  place? 

Then  can  we  hear  from  John  White,  the  vice  president  of  the 
Illinois  Farm  Bureau? 

Good  morning,  John.  Do  you  have  a  copy  of  that? 

Mr.  White:  ies,  I  do. 

Senator  Dixon.  I  wonder  if  we  could  give  one  to  the  court  reporter. 

STATEMENT  OF  JOHN  WHITE,  JR.,  VICE  PRESIDENT,  ULINOTfl 
FABM  BTJSEATT,  ELBTON,  ILL. 

Mr.  White.  Thank  you,  Senator  Dixon,  for  the  opportunity  to 
appear  before  you  this  morning.  I  am  John  White,  Jr.,  vice  president 
of  the  Illinois  Farm  Bureau.  I  am  a  grain  and  livestock  farmer  from 
Elburn,  111.,  about  45  miles  west  of  Chicago.  ;; 

We  are  aware  that  our  national  organization,  the  American  Farm 
Bureau  Federation,  appeared  before  your  committee  on  March  9. 
1981,  and  outlined  in  some  detail  the  Farm  Bureau  policy  on  national 
farm  programs. 

We  are  in  support  of  those  recommendations  and  I  am  sure  you 
have  that  report  m  your  file. 

Rather  than  to  repeat  then  all  of  those  specific  recommendations, 
I  will  highlight  the  process  by  which  we  developed  our  recommenda- 
tions in  the  Illinois  Farm  Bureau,  including  several  specific  recom- 
medations  we  made  to  the  American  Farm  Bureau  Federation  at  its 
convention  in  New  Orleans  in  January.  Then  I'll  comment  on  a  few 
of  the  recommendations  that  the  Secretary  of  Agriculture  has  made 
to  your  committee. 

Doctor  Guither  has  filed  a  report  with  you  that  gives  you  the 
demographics  of  farm  organizations  in  Illinois.  His  report  notes  that 
some  75  percent  of  Illinois  farmers  are  members  of  the  Illinois  Farm 
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Bureau.  In  addition,  we  include  in  our  membership  many  landowners 
retired  farmers,  and  people  who  have  a  direct  interest  in  agriculture 

One  of  my  responsibilities  as  vice  president  is  to  serve  as  chairman 
of  our  policy  development  process.  Now  it's  a  very  extensive  program 
which  begins  in  the  spring  with  many  meetings  and  member  contacts 
asking  members  about  issues  and  problems  that  are  of  concern  to 
them.  A  tentative  resolutions  committee  of  25  key  Farm  Bureau 
leaders  from  throughout  the  State  review  these  issues  in  midyear  and 
select  several  key  subjects  which  it  believes  warrants  additional  dis- 
cussions by  our  membership  throughout  the  State. 

Now  these  major  issues,  along  with  background  information,  are 
submitted  to  the  county  Farm  Bureaus  for  further  discussion  and 
recommendation  to  the  State  organization.  The  counties  use  meetings, 
questionnaires,  and  various  other  techniques  to  solicit  the  views  of 
our  members.  These  views  then  are  summarized  and  submitted  to  the 
tentative  resolutions  committee  for  incorporation  into  draft  resolu- 
tions to  be  considered  by  about  470  voting  delegates  who  are  all 
farmers  or  farmowners.  The  delegate  adopted  policies  dealing  with 
national  and  international  issues  serve  as  recommendations  to  the 
American  Farm  Bureau  Federation  at  its  annual  meeting. 

Last  year  some  25,000  Illinois  Farm  Bureau  members  were  involved 
in  this  process. 

The  Illinois  Farm  Bureau  made  a  number  of  recommendations  to 
the  AFBF  on  national  farm  programs  this  past  winter  and  our  dele- 
gates stated,  in  part,  we  believe  the  Government  policies  affecting 
agriculture  should  be  designed  to;  one,  maintain  a  market  based  on 
supply  and  demand  to  give  accurate  economic  signals  to  both  con- 
sumers and  producers  and  direct  the  efficient  use  of  resources. 

Two,  minimize  Government  regulations  and  intervention. 

Three,  permit  and  encourage  returns  to  land,  labor,  management, 
and  capital  used  in  farming  at  levels  commensurate  to  what  those 
resources  could  return  in  other  uses. 

Our  immediate  objective  is  to  create  an  economic  climate  so  farmers 
can  produce  and  market  without  the  threat  of  Government  control 
surpluses  being  used  to  manipulate  markets.  Any  support  programs, 
if  necessary  as  a  cushion  against  disaster  in  the  short  run,  must  be 
carefully  designed  and  implemented  to,  (a)  avoid  conditions  which  are 
self -perpetuating;  (b)  protect  our  competitive  position  in  the  world; 
and  (c)  avoid  undue  interference  with  market  directed  adjustments 
in  production  and  marketing. 

We  contend  that  farm  programs  should  be  administered  to  protect 
farmers  from  major  price  disaster  and  not  to  artificially  set  or  limit 
prices. 

We  will  continue  to  oppose  the  creation  of  Government-held  reserves. 
If  short  term  reserves  are  accumulated  because  of  excessive  production, 
inadequate  demands,  or  both,  we  believe  such  reserves  should  be 
held  by  farmers.  Periodical  upward  adjustments  must  be  made  in  the 
release  and  call  prices  as  costs  and  prices  increase  in  order  to  give  the 
market  price  maximum  opportunity  to  work  between  the  loan  level 
and  the  release  and  call  levels. 

And  we  favor  continuation  of  Public  Law  480  to  permit  the  United 
States  to  continue  to  provide  food  assistance  to  needy  countries. 

I'm  sure,  Senator,  that  you'll  recognize  these  concepts  as  being 
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very  similar  to  those  presented  to  you  by  President  Delano  on 
March  9,  and  in  addition  to  the  policy  recommendations  on  farm  pro- 
grams, the  Illinois  Farm  Bureau  delegates  were  quite  outspoken  on 
the  subject  of  grain  embargoes.  They  stated  we  would,  among  other 
things,  support  legislation  to  provide  that;  (a)  embargoes  can  be  op- 

Eosed  on  U.S.  grains  only  in  the  case  of  national  emergency  as  declared 
y  Congress,  and  I  emphasize  "declared  by  Congress;"  (b)  the 
President  be  empowered  to  declare  an  embargo  on  U.S.  grains  only  in 
the  event  of  a  declared  war,  and  again  I  emphasize  "declared  war;99 
(c)  in  the  event  of  an  embargo  on  U.S.  grain,  and  I  emphasize  that, 
then  all  products,  technology  and  services  will  be  embargoed  to  the 
affected  countries;  and  (d)  m  the  event  of  an  embargo  01  price  sup- 
ported grains,  price  support  loans  automatically  be  increased  by  a 
minimum  of  75  percent  above  the  current  loan  level  at  the  time  of  the 
embargo  unless  it  is  at  the  time  of  the  declared  war,  and  I  commend 
you,  Senator,  for  your  sponsorship  of  the  legislation  that  you  recently 
sponsored  here  and  commented  on  this  morning.  I  think  that's  a 
step  in  the  right  direction. 

As  we  review  the  administration's  proposed  farm  program,  we 
believe  it  is  generally  consistent  with  the  principles  we  have  out- 
lined. We  support  the  administration's  objectives  to  reduce  the  role 
of  Government  in  agriculture,  both  in  the  marketplace  and  in  the 
regulatory  process.  We  support  the  administration  in  maintaining 
and  increasing  growth  in  the  productivity  of  the  agricultural  sector 
and  in  our  level  of  agricultural  exports.  And  we  recognize  the  need 
to  pursue  these  objectives  at  the  minimal  possible  cost  to  the  U.S. 
Government  and  with  a  maximum  amount  of  flexibility  to  make 
needed  adjustments  in  a  timely  manner.  We  appreciate  the  efforts  to 
simplify  the  program  wherever  possible.  And  we  are  pleased  to  see 
the  administration  is  proposing  a  wider  corridor  in  which  pricing  can 
move  between  the  loan  level  and  release  level  as  far  as  the  farmer 
held  reserve  is  concerned.  And  we  continue  to  support  the  Public 
Law  480  program.  We  are  pleased  to  see  the  continued  emphasis  on 
the  Federal-State  partnership  in  agricultural  research. 

We  are  concerned  by  the  price  support  loan  levels  which  are  being 
suggested  by  the  administration  for  1981,  particularly  if  these  are  in- 
dicative of  anticipated  levels  in  1982-1986.  It  appears  to  us  the  pro- 
posed wheat  loan — it  appears  to  us  that  the  proposed  wheat  loan 
level  may  be  high  in  relation  to  the  corn  loan  level.  Care  must  be 
exercised  also  in  setting  loan  levels  so  that  they  do  not  become  an 
umbrella  for  increased  production  abroad  and  do  not  restrict  the 
ability  of  U.S.  products  to  compete  in  those  world  markets.  While 
there  is  a  good  deal  of  appeal  to  relating  a  trigger  or  release  price  for 
reserves  to  a  cost  of  production  price  level,  it  majr  be  more  elusive 
than  many  want  to  admit  and  quite  controversial  in  terms  of  what 
should  and  should  not  be  included  and  whose  costs  are  to  be  selected 
as  representative. 

Our  major  concern  as  we  look  ahead  to  the  next  4  years  is  whether 
agriculture  will  have  the  opportunity  to  develop  its  markets  overseas 
without  continued  political  manipulation  of  such  markets.  We  are 
concerned  that  agriculture  continues  to  be  singled  out  to  bear  the 
brunt  of  an  unwise  and  ineffective  Soviet  grain  embargo.  It  will  be 
difficult  to  secure  strong  farm  support  for  a  truly  market-oriented 
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farm  prop-am  at  the  same  time  our  Government  refuses  to  lift  the 
grain  embargo.  This  inaction  comes  in  spite  of  previous  promises  to 
the  contrary. 

Again,  we  thank  you  for  this  opportunity  to  outline  some  of  our 
thoughts  to  you,  and  we  welcome  the  opportunity  to  work  with 
you  and  the  committee  as  you  develop  a  new  farm  program  for  the 
1980's,  and  I  would  merely  close  with  referencing  you  again  to  the 
report  that  President  Delano  did  make  to  the  committee  that  em- 
bodies many  of  the  comments  and  records  that  I  mentioned. 

Senator  Dixon.  John,  I  want  to  thank  you  very  much  for  giving 
us  the  benefit  of  the  views  of  your  organization  and  your  own  ex- 

}>ertise,  and  I  want  to  once  again  express  to  you,  as  I  have  to  your 
oiks  in  Washington,  my  complete  support  to  your  position  on  the 
embargo  question.  I  think  we  have  to  be  a  stable  and  dependable 
merchant  in  the  marketplace  if  we  are  going  to  continue  to  enjoy 
an  expanding  farm  market  for  our  products,  and  I  think  that's  the 
future  hope  of  the  agricultural  community  in  this  State  and  in  the 
country,  and  I'm  gomg  to  continue  to  urge  at  every  opportunity 
in  the  Agriculture  Committee  as  I — and  on  the  floor  of  the  U.S. 
Senate,  as  I  have,  the  points  of  view  expressed  by  you  and  others 
here  in  that  regard. 

Certainly,  if  we  are  going  to  have  the  free  and  open  marketplace 
that  many  of  us  talk  about  from  time  to  time,  we  need  to  have  that 
free  and  open  marketplace  in  the  world  markets.  And  I  think  you 
had  a  fine  presentation. 

Would  you  mind  if  I  asked  you  a  couple  of  questions  that  we 
had  on  our  minds  here? 

Mr.  White.  If  I  can  answer. 

Senator  Dixon.  Mr.  White,  in  Illinois,  we  are  losing  100,000  acres 
of  farmland  a  year  to  nonfarm  uses,  highways,  housing,  things 
of  that  character. 

Mr.  White.  Strip  mining. 

Senator  Dixon.  Does  your  organization  have  any  proposal  to 
slow  this  trend? 

Mr.  White.  Yes;  we  are  working  on  several  proposals.  Mainly, 
we  have  a  priority  position  and  policy  at  the  present  time  to  preserve 
farmland  in  Illinois,  not  only  preserve,  but  conserve  it  and  make 
the  best  use  of  it,  and  we  are  looking  in  terms  of  some  type  of  tax 
entities  or  some  mode  of  that  type  to  encourage  farmers  to  do  some 
of  these  practices. 

We  are  looking  for  some  help,  particularly,  to  the  soil  and  water 
conservation  district  in  the  way  of  funding  to  help  with  some  of 
the  programs  in  the  208  programs  that  are  coming  upon  us.  We 
steadfastly  stood  for  voluntary  programs  in  this  whole  area,  feeling 
that  we  can  accomplish  the  goal  if  we  are  given  a  little  assistance 
in  the  way  of  funds  to  some  of  these  different  agencies  to  promote 
and  bring  about  some  of  these  programs. 

It  is  of  major  concern  to  us,  and  as  I  have  already  mentioned 
from  the  area  I  have  come  from,  I  have  seen  one-third  of  my  country 
being  paved  over  and  built  with  homes  and  roads  at  the  present 
time. 

So  we  see  a  resource  here  that's  being  evaporated  just  helter- 
skelter,  it  seems  to  be,  and  we  are  working  very  hard  to  try  and  devise 
some  scheme  to  protect  that,  yes. 
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Senator  Dixon.  I  don't  know  the  number  of  the  bill  I  have  co- 
sponsored  with  Senator  Jepsen.  Scott,  do  you  or  Dave  either  one 
know  the  number?  I  would  like  to  have  that  made  available  to  you 
and  I  wonder,  Scott,  if  you  would  send  one  to  John  White  for  me? 

Mr.  White.  Our  staff  has  been  looting  at  that. 

Senator  Dixon.  It  uses  a  tax  incentive  approach  which  is  a  private 
sector  approach  to  encourage  conservation  practices  on  the  American 
farm.  I'd  welcomeyour  opinion. 

Mr.  White.  Wisconsin  has  a  tax  credit  program  that  deals 
with  this  subject  that  we  have  been  looking  extensively  at.  We  have 
been  trying  to  make  some  changes  in  our  real  estate  taxing  program 
here  in  the  way  of  assessment  in  Illinois,  hopefully  to  try  and  protect 
some  of  the  farmland  in  Illinois  along  that  route. 

Senator  Dixon.  Good.  Also,  Secretary  of  Interior  Watt,  I  am  told, 
wants  to  ease  the  regulations  concerning  strip  mining  of  coal.  Illinois 
has  25  percent  of  the  strippable  acreage.  I  wonder  whether  your 
organization  has  taken  a  stand  concerning  this  issue,  and  whether 
you  might  be  able  to  elaborate? 

Mr.  White.  We  recognize  very  definitely  the  need  for  energy, 
but  our  concern  really  comes  about  that,  what  has  been  done  or 
what  has  not  been  done,  perhaps,  in  the  way  of  reclaiming  this  land 
after  it  has  been  stripped. 

We  feel  there  are  many  schemes  and  modes  that  could  be  handled 
by  the  coal  companies  to  reclaim  this  land  and  put  it  back  into  a 
productive  state. 

So  we  are  working  in  that  area  trying  to  beef  up  the  reclamation 
laws,  if  you  will.  We  have  got,  in  Illinois  here,  we  have  an  old  law 
and  new  law,  reclaimed  land  prior  to  and  reclaimed  land  after,  and 
so  on,  and  it's  been  quite  confusing  and  very  difficult  to  work  and  get 
something  accomplished  with  many  of  the  coal  companies  in  that 
whole  area.  But  as  I  mentioned  earlier,  we  do  see  the  need  for  the 
energy.  Our  concern  though  comes  when  we  look  at  a  county,  Fulton 
County,  very  rich  black  ground  that's  been  stripped  and  destroyed 
for  agriculture  use.  If  there's  some  way  reclamation  laws  can  be 
established  and  put  the  land  back  the  way  it  was,  I  think  we  can 
live  with  that  type  of  approach.  But  to  date,  we  haven't  been  able  to 
get  those  teeth  in  the  reclamation  part  of  it  to  really  bring  that  about. 

It's  very  concerning  to  us  because  that  relates  to  preservation  of 
farmland  m  the  State  of  Illinois. 

Senator  Dixon.  John,  I  think  you've  said  in  the  course  of  your 
remarks,  I  don't  want  to  misrepresent  what  you  said,  something  con- 
cerning an  increased  loan  level  in  the  event  that  there  is  a  continuation 
of  the  embargo. 

Several  of  us  have  suggested  in  our  allotted  question  period  with 
Secretary  Block,  and  with  Dave  Stockman  from  OMB  and  others, 

f  the 
that 

___o ___^  r__ w  .._  o _  this9 

I  really  feel  optimistic  "alxnit  its  termination  shortly.  Sut  if  it  con- 
tinues, many  of  us  feel  there  should  be  something  in  this  farm  bill 
addressing  that  specific  problem. 

Mr.  White.  That  we  have  addressed  ourselves,  too.  It  becomes  a 
gimmick,  if  you  will,  we  are  saying  if  it,  an  embargo  is  placed  on  price 
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I  might  say  that  after  Ray  has  testified,  I  think  we'll  take  a  brief  5 
minute  or  so  recess  so  everybody  can  make  whatever  telephone  calls 
they  have  to  make  and  have  a  drink  of  water. 

Kay,  we  thank  you  for  coming.  Do  you  have  some  prepared  re- 
marks you  want  to  give? 

Mr.  Olson.  I'll  have  some  copies  this  afternoon.1 

Senator  Dixon.  Thank  you.  Kay  Olson,  the  Illinois  vice  president 
of  the  National  Farmers  Organization.  Ray,  that's  spelled  O-1-s-o-n? 

Mr.  Olson.  Yes,  that's  for  the  Swedes. 

Senator  Dixon.  Glad  to  have  you  here. 

STATEMENT  OF  RAYMOND  OLSON,   ILLINOIS  VICE  PRESIDENT, 
NATIONAL  FARMERS  ORGANIZATION,  LYNN  CENTER,  ILL. 

Mr.  Olson.  Thank  you  again  for  the  opportunity  to  come  down  and 
testify.  It's  also  nice  to  get  back  to  the  alma  mater  and  get  back  to  the 
good  pizza  and  those  types  of  things  we  enjoyed  not  too  long  ago. 

First  of  all  I  guess  I  would  like  to  point  out  a  little  bit  of  how  the 
State  operates.  Most  of  my  remarks  will  be  taken  from  the  national 
testimony  which  President  Woodwin  presented  earlier  on  the  State 
basis. 

Our  main  goal  as  an  organization  as  it  relates  to  legislation  is 
merely  a  watchdog  type  process.  We  are  not  involved  that  heavily 
in  legislation.  Most  01  our  work  there  is  just  to  more  or  less  monitor 
what  goes  on.  The  National  Farmers  Organization  is  a  statewide  and 
nationwide  collective  bargaining  organization  designed  for  agri- 
cultural producers  to  maintain  their  financial  integrity.  It's  important 
that  farmers  realize  that  their  true  strength  is  m  their  production. 
I  feel  that  is  quite  important  to  be,  that  we  all,  as  producers,  be 
realistic  about  our  position  in  society. 

Being  a  minority  group,  we  can't  expect  more  than  a  minimum 
wage  for  agriculture.  In  a  democratic  system  of  government  where 
the  food  is  produced  by  a  small  minority,  cheap  food  policy  will  be 
inherent.  Any  deviation,  of  course,  would  be  a  form  of  political 
suicide. 

Until  farmers  take  the  initiative,  however,  to  protect  themselves 
through  accepted  business  practices,  it's  important  that  we  develop 
a  farm  program  using  the  present  legislative  practices,  processes, 
that  we  do  have  to  develop  that  farm  program  which  is  fair  and  can 
be  as  supportive  as  can  reasonably  be  expected.  We,  in  the  National 
Farmers  Organization,  continue  to  believe  that  farm  programs  as 
modified,  from  time  to  time  over  the  last  40  years,  have  served  farmers 
very  well  under  the  circumstances  prevailing  in  those  times. 

Now,  however,  we  believe  that  a  new  approach  is  appropriate 
to  cope  with  high  interest  rates  and  other  inflationary  production 
costs  that  continue  to  be  a  problem  going  well  into  the  1980's. 

The  first  point,  the  new  program  should  not  force  us  to  depend  on 
the  U.S.  Treasury  for  farm  income.  It  speaks  for  itself. 

The  second  point,  the  new  program  should  encourage  producers  of 
the  major  grain,  oil  seed  and  fiber  crops  to  plan  production,  bargain 
for  better  prices,  and  maintain  at  their  own  risk  such  surpluses  as 

1  See  p.  297  for  the  prepared  statement  of  Mr.  Olson. 
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supported  grains,  that  the  administration  would  have  to  support  that 
market  then  of  75  percent  of  the  present  loan  rate. 

So  in  other  worcfs,  $2.50  loan  rate  would  have  to  be  supported  on 
that  grain  that's  embargoed,  plus  75  percent  additional  $2.50.  W* 
think  it  would  be  so  expensive,  the  embargo  would  be  too  costly  for 
the  Government.  If  you  had  that  type  oilegislation  on  the  books, 
that  they  couldn't  afford  to  have  an  embargo.  So  we  have  worked  at 
it  from  that  way.  We  are  totally  against  the  embargoes  or  suspensions 
in  any  state,  but  here's  a  means  to  make  them  pay  for  it,  if  you  will, 
if  they  continue  to  use  it. 

Senator  Dixon.  Finally,  while  it's  a  separate  question,  of  course, 
from  the  farm  bill  itself,  talking  about  the  question  of  estate  taxes 
and  things  of  that  character  on  the  family  farm,  many  of  us  feel  very 
strongly. 

In  this  session  of  Congress,  which  is  going  to  be  a  unique  session 
from  the  standpoint  of  tax  relief,  that  that  particular  specific  question 
ought  to  be  addressed  in  this  tax  bill.  I  wonder  whether  your  organi- 
zation has  taken  a  position  regarding  that  question? 

Mr.  White.  We  have  worked  very  hard  and  particularly  in  the 
Federal  estate  tax  laws  and  inheritance  tax  laws,  trying  to  protect 
the  family  farm  in  some  of  these  different  areas  in  reference  to  the 
excessive  tax  burden  that's  placed  on  a  piece  of  property  that  forces 
the  sale  of  that  property  out  of  the  family,  perhaps,  and  many  in- 
stances into  another  area  of  ownership  that  isn't,  it  seems,  too  con- 
ducive to  good  agriculture  community  and  good  agriculture  society 
in  general. 

So  yes,  we  are  very  strongly  in  support  of  any  effort  that  can  be 
made  to,  there,  to  reduce  some  of  those  burdens  of  Federal  estate 
taxes. 

Senator  Dixon.  Thank  you  very  much,  John. 

Mr.  White.  I  do  have  a  statement  dealing  with  the  food  stamp 
question. 

The  food  stamp  program  was  established  to  assist  needy  Americans 
in  purchasing  food  produced  by  the  Nation's  farmers.  Farm  Bureau 
supports  the  concept  of  helping  those  with  proven  need  to  enjoy  a 
basic  nutritious  diet. 

In  the  past  decade,  however,  the  food  stamp  program  has  grown 
far  beyond  the  basic  need.  In  1969,  3  million  people  were  served  by 
the  program.  Today,  more  than  22  million  Americans  receive  these 
benefits.  The  cost  of  the  program  has  risen  to  the  point  where  it  now 
absorbs  almost  one-half  of  the  annual  budget  of  the  USDA. 

Proposed  cuts  of  $1.8  billion  in  the  1982  food  stamp  program 
appear  to  be  consistent  with  the  other  budget  cuts  the  administration 
is  making  to  get  the  Nation's  economic  house  in  order. 

The  administration's  proposals  to  tighten  food  stamp  eligibility 
and  trim  benefits  are  needed  steps  designed  to  bring  the  rapid  growth 
of  this  Federal  program  under  control. 

These  proposals  represent  a  change  in  direction — a  first  step  to- 
ward a  return  to  a  Federal  food  stamp  program  designed  to  serve 
those  who  must  need  assistance. 

We  believe  the  proposed  changes  can  be  made  without  penalizing 
those  people  the  program  was  designed  to  serve — the  truly  needy. 

Senator  Dixon.  Kay  Olson,  vice-president  of  National  Farmers 
Organization. 
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I  might  say  that  after  Ray  has  testified,  I  think  we'll  take  a  brief  S 
minute  or  so  recess  so  everybody  can  make  whatever  telephone  calk 
they  have  to  make  and  have  a  drink  of  water. 

Ray,  we  thank  you  for  coming.  Do  you  have  some  prepared  re- 
marks you  want  to  give? 

Mr.  Olson.  Til  have  some  copies  this  afternoon.1 

Senator  Dixon.  Thank  you.  Kay  Olson,  the  Illinois  vice  president 
of  the  National  Farmers  Organization.  Ray,  that's  spelled  O-1-s-o-n? 

Mr.  Olson.  Yes,  that's  for  the  Swedes. 

Senator  Dixon.  Glad  to  have  you  here. 

STATEMENT  OF  RAYMOND  OLSON,  ILLINOIS  VICE  PRESIDENT, 
NATIONAL  FAEMEES  ORGANIZATION,  LYNN  CENTER,  ILL. 

Mr.  Olson.  Thank  you  again  for  the  opportunity  to  come  down  and 
testify.  It's  also  nice  to  get  back  to  the  alma  mater  and  get  back  to  the 
good  pizza  and  those  types  of  things  we  enjoyed  not  too  Ions  ago. 

First  of  all  I  guess  I  would  like  to  point  out  a  little  bit  of  how  the 
State  operates.  Most  of  my  remarks  will  be  taken  from  the  national 
testimony  which  President  Woodwin  presented  earlier  on  the  State 
basis. 

Our  main  goal  as  an  organization  as  it  relates  to  legislation  is 
merely  a  watchdog  type  process.  We  are  not  involved  that  heavily 
in  legislation.  Most  of  our  work  there  is  just  to  more  or  less  monitor 
what  goes  on.  The  National  Farmers  Organization  is  a  statewide  and 
nationwide  collective  bargaining  organization  designed  for  agri- 
cultural producers  to  maintain  their  financial  integrity.  It's  important 
that  farmers  realize  that  their  true  strength  is  in  their  production. 
I  feel  that  is  quite  important  to  be,  that  we  all,  as  producers,  be 
realistic  about  our  position  in  society. 

Being  a  minority  group,  we  can't  expect  more  than  a  minimum 
wage  for  agriculture.  In  a  democratic  system  of  government  where 
the  food  is  produced  by  a  small  minority,  cheap  food  policy  will  be 
inherent.  Any  deviation,  of  course,  would  be  a  form  of  political 
suicide. 

Until  farmers  take  the  initiative,  however,  to  protect  themselves 
through  accepted  business  practices,  it's  important  that  we  develop 
a  farm  program  using  the  present  legislative  practices,  processes, 
that  we  do  have  to  develop  that  farm  program  which  is  fair  and  can 
be  as  supportive  as  can  reasonably  be  expected.  We,  in  the  National 
Farmers  Organization,  continue  to  believe  that  farm  programs  as 
modified,  from  time  to  time  over  the  last  40  years,  have  served  farmers 
very  well  under  the  circumstances  prevailing  in  those  times. 

Now,  however,  we  believe  that  a  new  approach  is  appropriate 
to  cope  with  high  interest  rates  and  other  inflationary  production 
costs  that  continue  to  be  a  problem  going  well  into  the  1980's. 

The  first  point,  the  new  program  should  not  force  us  to  depend  on 
the  U.S.  Treasury  for  farm  income.  It  speaks  for  itself. 

The  second  point,  the  new  program  should  encourage  producers  of 
the  major  grain,  oil  seed  and  fiber  crops  to  plan  production,  bargain 
for  better  prices,  and  maintain  at  their  own  risk  such  surpluses  as 

1  See  p.  297  for  the  prepared  statement  of  Mr.  Olaon. 


Digitized  by 


Google 


100 

they  wish  to  cany  over  as  income  assurance  in  case  of  a  crop  failure 
in  the  following  year. 

Three,  the  new  program  should  be  designed  as  permanent  legislation. 

Four,  the  new  program  should  be  administered  by  a  bipartisan 
group  of  producers  appointed  by  the  President. 

To  implement  such  goals  we  believe  that  Congress  should  simply 
establish  that  by  law  that  major  grain  producers  and  seed  crops 
should  not — the  minimum  should  be  established  at  planting  time 
and  remain  unchanged  for  1  year. 

A  market  order  subject  to  the  approval  of  the  producers  would 
implement  the  price  minimums  ana  establish  eligibility  for  price 
support  loans  starting  out  with  the  1982  crop. 

rrice  supporting  nonrecourse  loans  at  75  percent  of  parity  should 
be  offered  at  one-half  of  the  annual  production  of  each  producer 
who  qualifies  for  participation.  Eligibility  should  be  limited  to  owner- 
operators  and  tenants  whose  primary  source  of  income  is  again  derived 
from  farming.  Nonfamily  corporations,  conglomerates— nonfamily 
corporations,  conglomerates,  foreign  investors,  and  institutions  should 
not  be  eligible  for  price  support  loans.  Each  producer's  loan  would  have 
to  be  repaid  or  matured  Dy  delivery  to  the  CCC  before  he  becomes 
eligible  for  a  loan  on  succeeding  crops.  And  the  limitation  on  the 
amount  of  the  loan  can  be  established  to  direct  the  beneficial  influence 
of  the  program  to  small  and  intermediate  range  of  producers. 

These  actions  will  be  quite  revolutionary  to  the  administration 
of  price  supporting  loans.  They  must  be  thought  of  as  a  temporary 
financing  to  level  off  the  marketing  of  the  commodities  throughout 
the  year  or  as  a  stabilizing  influence  to  aid  producers  who  face  tre- 
mendous problems  in  transportation  and  finance. 

Also,  its  important  to  remember  that  imposing  limitations  on 
price  support  loans  would  be  an  acceptable  action  only  if  the  mini- 
mum-price concept  is  implemented  at  a  reasonable  level. 

The  two  provisions  must  work  together  and  price  levels  must  be 
meaningful  to  farmers.  As  to  the  administration  of  the  program,  we 
recommend  that  it  be  administered  by  a  bipartisan  board  to  be  named 
by  the  President.  From  that  board  it  should  be  handled  through  the 
farmer  elected  committees  set  up  by  law  and  now  serving  as  the  local 
administrative  body  of  the  ASCS.  The  program  should  be  established 
as  permanent  law,  eliminating  the  necessity  of  Congress  being  con- 
tinuously involved  in  the  details  of  the  program  administration  which 
you're,  of  course,  in  the  middle  of  right  now. 

Our  ideas  are  in  keeping  with  the  needs  of  modern  agriculture,  the 
Government  involvement,  less  exposure  of  the  taxpayer  funds  and  the 
farmers  playing  the  major  role  in  the  responsibility  of  keeping  their 
industry  economically  viable  or  in  accord  with  the  thinking  of  the 
people  in  both  the  public  and  private  sector.  It's  hoped  that  you'll 
think  seriously  with  us  about  these  proposals. 

In  the  National  Farmers  Organization,  we  still  feel  that  the  Jeffer- 
sonian  idea  that  the  land  should  be  widely  held  by  many  people  is 
still  a  valid  notion.  So  in  charting  a  new  course  in  farming  production, 
we  have  made  an  effort  to  reflect  the  benefits  to  the  owner-operators, 
the  family  farms,  who  earn  a  living  for  their  families  by  supplying 
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harvested  and  corn  exports  continue  to  be  curtailed  to  the  Soviet 
Union.  This  gives  us  a  chance  to  get  out  of  another  bad  situation 
of  oversupply  and  will  allow  us  to  create  a  more  favorable  balance 
of  U.S.  supply  and  demand  for  corn  and  other  grains. 

The  third  area  is  disaster  payment  programs.  To  terminate  the 
authority  of  this  program  in  favor  of  a  recently  initiated  program 
under  the  Federal  Crop  Insurance  Act  could  well  be  somewhat  pre- 
mature. We  would  propose  that  we  have  at  least  a  2  year  trial  basis 
for  the  crop  insurance  program  before  we  eliminate  any  disaster  pay- 
ment program.  This  would  allow  the  farmers  to  become  acquainted 
with  the  program  and  its  usefulness,  and  also  let  the  program  have  a 
little  time  to  get  out  of  its  growing  pains  and  be  more  effective  for  the 
producer. 

One  area  that  wras  discussed  earlier  today  was  the  release  and  call 
levels  in  the  farmer-held  reserve.  We  have  a  proposal  that  I  think 
would  allow  grain  to  come  out  of  the  reserve  on  a  more  orderly  fashion. 
I  think  to  terminate  these  mechanisms  in  favor  of  a  trigger  release 
level  for  grain  to  move  from  the  reserve  into  the  marketplace  is  an 
improvement  in  providing  greater  farmer  flexibility  in  marketing  corn 
and  eliminates  the  influence  of  the  call  level  to  contain  upwara  corn 
price  movement.  Nevertheless,  we  think  that  a  second  trigger  level 
should  be  established  in  order  to  allow  the  movement  more  orderly 
marketing  and  movement  of  corn  into  the  market  because  of  unan- 
ticipated seasonal  factors  and  conditions.  A  trigger  level  I  should  be 
established  at  140  percent  a  loan  and  this  would  stop  the  payment  of 
storage  to  the  producer.  And  then  we  propose  a  trigger  level  II  should 
be  established  at  170  percent  of  the  prevailing  loan.  At  this  time,  the 
producer  would  pay  interest  on  the  loan  but  he  would  not  be  required 
to  pay  off  the  loan. 

We  feel  that  these  trigger  levels  would  allow  the  marketplace  to 
determine  price  levels  based  on  supply  and  demand  not  on  Govern- 
ment programs. 

Senator  Dixon.  Interest  at  the  market  rate,  pardon  me  for  inter- 
rupting you? 

Mr.  Mullins.  Yes. 

Senator  Dixon.  Interest  at  the  market  rate? 

Mr.  Mullins.  At  the  market  rate.  This  would  allow  the  normal 
market  forces  to  draw  or  attract  the  corn  out  of  the  farmer-held 
reserve.  Consequently,  there  would  be  little  need  for  a  provision  to 
allow  the  Secretary  to  retain  the  authority  to  call  the  loans  and  to 
force  reserve  corn  into  the  marketplace. 

We  feel  this  would  give  us  a  much  cleaner  more  price,  supply,  and 
demand  oriented  market  and  we  still  have  the  benefit  of  the  reserve, 
yet  we  don't  have  the  burden  of  the  call  on  top  of  it. 

Senator  Dixon.  Well,  in  these  high,  if  you'll  pardon  me  for  inter- 
rupting you,  at  least  these  high  interest  rates,  interest  at  the  market 
rates  just  about  assures  the  fact  that  the  farmer  is  going  to  get  rid  of 
the  reserves,  isn't  that  true? 

Mr.  Mullins.  I  don't  know  if  it  assures  that  because  the  farmer  is 
going  to  borrow  the  money  at  some  other  place,  if  he  chooses  not  to 
sell  the  corn.  But  what  it  does  is  let  him  make  that  decision  instead 
of  being  a  mandatory  decision. 

Senator  Dixon.  OK. 
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farm  prop-am  at  the  same  time  our  Government  refuses  to  lift  the 
grain  embargo.  This  inaction  comes  in  spite  of  previous  promises  to 
the  contrary. 

Again,  we  thank  you  for  this  opportunity  to  outline  some  of  our 
thoughts  to  you,  and  we  welcome  the  opportunity  to  work  with 
you  and  the  committee  as  you  develop  a  new  farm  program  for  the 
1980's,  and  I  would  merely  close  with  referencing  you  again  to  the 
report  that  President  Delano  did  make  to  the  committee  that  em- 
bodies many  of  the  comments  and  records  that  I  mentioned. 

Senator  Dixon.  John,  I  want  to  thank  you  very  much  for  giving 
us  the  benefit  of  the  views  of  your  organization  and  your  own  ex- 

}>ertise,  and  I  want  to  once  again  express  to  you,  as  I  have  to  your 
oiks  in  Washington,  my  complete  support  to  your  position  on  the 
embargo  question.  I  think  we  have  to  be  a  stable  and  dependable 
merchant  in  the  marketplace  if  we  are  going  to  continue  to  enjoy 
an  expanding  farm  market  for  our  products,  and  I  think  that's  the 
future  hope  of  the  agricultural  community  in  this  State  and  in  the 
country,  and  I'm  gomg  to  continue  to  urge  at  every  opportunity 
in  the  Agriculture  Committee  as  I — and  on  the  floor  of  the  U.S. 
Senate,  as  I  have,  the  points  of  view  expressed  by  you  and  others 
here  in  that  regard. 

Certainly,  if  we  are  going  to  have  the  free  and  open  marketplace 
that  many  of  us  talk  about  from  time  to  time,  we  need  to  have  that 
free  and  open  marketplace  in  the  world  markets.  And  I  think  you 
had  a  fine  presentation. 

Would  you  mind  if  I  asked  you  a  couple  of  questions  that  we 
had  on  our  minds  here? 

Mr.  White.  If  I  can  answer. 

Senator  Dixon.  Mr.  White,  in  Illinois,  we  are  losing  100,000  acres 
of  farmland  a  year  to  nonfarm  uses,  highways,  housing,  things 
of  that  character. 

Mr.  White.  Strip  mining. 

Senator  Dixon.  Does  your  organization  have  any  proposal  to 
slow  this  trend? 

Mr.  White.  Yes;  we  are  working  on  several  proposals.  Mainly, 
we  have  a  priority  position  and  policy  at  the  present  time  to  preserve 
farmland  in  Illinois,  not  only  preserve,  but  conserve  it  and  make 
the  best  use  of  it,  and  we  are  looking  in  terms  of  some  type  of  tax 
entities  or  some  mode  of  that  type  to  encourage  farmers  to  do  some 
of  these  practices. 

We  are  looking  for  some  help,  particularly,  to  the  soil  and  water 
conservation  district  in  the  way  of  funding  to  help  with  some  of 
the  programs  in  the  208  programs  that  are  coming  upon  us.  We 
steadfastly  stood  for  voluntary  programs  in  this  whole  area,  feeling 
that  we  can  accomplish  the  goal  ii  we  are  given  a  little  assistance 
in  the  way  of  funds  to  some  of  these  different  agencies  to  promote 
and  bring  about  some  of  these  programs. 

It  is  of  major  concern  to  us,  and  as  I  have  already  mentioned 
from  the  area  I  have  come  from,  I  have  seen  one-third  of  my  country 
being  paved  over  and  built  with  homes  and  roads  at  the  present 
time. 

So  we  see  a  resource  here  that's  being  evaporated  just  helter- 
skelter,  it  seems  to  be,  and  we  are  working  very  hard  to  try  and  devise 
some  scheme  to  protect  that,  yes. 
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Senator  Dixon.  I  don't  know  the  number  of  the  bill  I  have  co- 
sponsored  with  Senator  Jepsen.  Scott,  do  you  or  Dave  either  one 
know  the  number?  I  would  like  to  have  that  made  available  to  you 
and  I  wonder,  Scott,  if  you  would  send  one  to  John  White  for  me? 

Mr.  White.  Our  staff  has  been  looking  at  that. 

Senator  Dixon.  It  uses  a  tax  incentive  approach  which  is  a  private 
sector  approach  to  encourage  conservation  practices  on  the  American 
farm.  I'd  welcomeyour  opinion. 

Mr.  White.  Wisconsin  has  a  tax  credit  program  that  deals 
with  this  subject  that  we  have  been  looking  extensively  at.  We  have 
been  trying  to  make  some  changes  in  our  real  estate  taxing  program 
here  in  the  way  of  assessment  in  Illinois,  hopefully  to  try  and  protect 
some  of  the  farmland  in  Illinois  along  that  route. 

Senator  Dixon.  Good.  Also,  Secretary  of  Interior  Watt,  I  am  told, 
wants  to  ease  the  regulations  concerning  strip  mining  of  coal.  Illinois 
has  25  percent  of  the  strippable  acreage.  I  wonder  whether  your 
organization  has  taken  a  stand  concerning  this  issue,  and  whether 
you  might  be  able  to  elaborate? 

Mr.  White.  We  recognize  very  definitely  the  need  for  energy, 
but  our  concern  really  comes  about  that,  what  has  been  done  or 
what  has  not  been  done,  perhaps,  in  the  way  of  reclaiming  this  land 
after  it  has  been  stripped. 

We  feel  there  are  many  schemes  and  modes  that  could  be  handled 
by  the  coal  companies  to  reclaim  this  land  and  put  it  back  into  a 
productive  state. 

So  we  are  working  in  that  area  trying  to  beef  up  the  reclamation 
laws,  if  you  will.  We  have  got,  in  Illinois  here,  we  have  an  old  law 
and  new  law,  reclaimed  land  prior  to  and  reclaimed  land  after,  and 
so  on,  and  it's  been  quite  confusing  and  very  difficult  to  work  and  get 
something  accomplished  with  many  of  the  coal  companies  in  that 
whole  area.  But  as  I  mentioned  earlier,  we  do  see  the  need  for  the 
energy.  Our  concern  though  comes  when  we  look  at  a  county,  Fulton 
County,  very  rich  black  ground  that's  been  stripped  and  destroyed 
for  agriculture  use.  If  there's  some  way  reclamation  laws  can  be 
established  and  put  the  land  back  the  way  it  was,  I  think  we  can 
live  with  that  type  of  approach.  But  to  date,  we  haven't  been  able  to 
get  those  teeth  m  the  reclamation  part  of  it  to  really  bring  that  about. 

It's  very  concerning  to  us  because  that  relates  to  preservation  of 
farmland  in  the  State  of  Illinois. 

Senator  Dixon.  John,  I  think  you've  said  in  the  course  of  your 
remarks,  I  don't  want  to  misrepresent  what  you  said,  something  con- 
cerning an  increased  loan  level  in  the  event  that  there  is  a  continuation 
of  the  embargo. 

Several  of  us  have  suggested  in  our  allotted  question  period  with 
Secretary  Block,  and  with  Dave  Stockman  from  OMB  and  others, 
that  if  the  administration  is  going  to  persist  in  a  continuation  of  the 
embargo  and  in  fairness  to  the  administration,  I  don't  suggest  that 
they  are  going  to  for  any  period  of  time,  we  get  mixed  signals  on  this, 
I  really  feel  optimistic  about  its  termination  shortly.  But  if  it  con- 
tinues, many  of  us  feel  there  should  be  something  in  this  farm  bill 
addressing  that  specific  problem. 

Mr.  White.  That  we  have  addressed  ourselves,  too.  It  becomes  a 
gimmick,  if  you  will,  we  are  saying  if  it,  an  embargo  is  placed  on  price 
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supported  grains,  that  the  administration  would  have  to  support  that 
market  then  of  75  percent  of  the  present  loan  rate. 

So  in  other  words,  $2.50  loan  rate  would  have  to  be  supported  on 
that  grain  that's  embargoed,  plus  75  percent  additional  $2.50.  W* 
think  it  would  be  so  expensive,  the  embargo  would  be  too  costly  for 
the  Government.  If  you  had  that  type  of  legislation  on  the  books, 
that  they  couldn't  afford  to  have  an  embargo.  So  we  have  worked  at 
it  from  that  way.  We  are  totally  against  the  embargoes  or  suspensions 
in  any  state,  but  here's  a  means  to  make  them  pay  for  it,  if  you  will, 
if  they  continue  to  use  it. 

Senator  Dixon.  Finally,  while  it's  a  separate  question,  of  course, 
from  the  farm  bill  itself,  talking  about  the  question  of  estate  taxes 
and  things  of  that  character  on  the  family  farm,  many  of  us  feel  very 
strongly. 

In  this  session  of  Congress,  which  is  going  to  be  a  unique  session 
from  the  standpoint  of  tax  relief,  that  that  particular  specific  question 
ought  to  be  addressed  in  this  tax  bill.  I  wonder  whether  your  organi- 
zation has  taken  a  position  regarding  that  question? 

Mr.  White.  We  have  worked  very  hard  and  particularly  in  the 
Federal  estate  tax  laws  and  inheritance  tax  laws,  trying  to  protect 
the  family  farm  in  some  of  these  different  areas  in  reference  to  the 
excessive  tax  burden  that's  placed  on  a  piece  of  property  that  forces 
the  sale  of  that  property  out  of  the  family,  perhaps,  and  many  in- 
stances into  another  area  of  ownership  that  isn't,  it  seems,  too  con- 
ducive to  good  agriculture  community  and  good  agriculture  society 
in  general. 

So  yes,  we  are  very  strongly  in  support  of  any  effort  that  can  be 
made  to,  there,  to  reduce  some  of  those  burdens  of  Federal  estate 
taxes. 

Senator  Dixon.  Thank  you  very  much,  John. 

Mr.  White.  I  do  have  a  statement  dealing  with  the  food  stamp 
question. 

The  food  stamp  program  was  established  to  assist  needy  Americans 
in  purchasing  food  produced  by  the  Nation's  farmers.  Farm  Bureau 
supports  the  concept  of  helping  those  with  proven  need  to  enjoy  a 
basic  nutritious  diet. 

In  the  past  decade,  however,  the  food  stamp  program  has  grown 
far  beyond  the  basic  need.  In  1969,  3  million  people  were  served  by 
the  program.  Today,  more  than  22  million  Americans  receive  these 
benefits.  The  cost  of  the  program  has  risen  to  the  point  where  it  now 
absorbs  almost  one-half  of  the  annual  budget  of  the  USDA. 

Proposed  cuts  of  $1.8  billion  in  the  1982  food  stamp  program 
appear  to  be  consistent  with  the  other  budget  cuts  the  administration 
is  making  to  get  the  Nation's  economic  house  in  order. 

The  administration's  proposals  to  tighten  food  stamp  eligibility 
and  trim  benefits  are  needed  steps  designed  to  bring  the  rapid  growth 
of  this  Federal  program  under  control. 

These  proposals  represent  a  change  in  direction — a  first  step  to- 
ward a  return  to  a  Federal  food  stamp  program  designed  to  serve 
those  who  must  need  assistance. 

We  believe  the  proposed  changes  can  be  made  without  penalizing 
those  people  the  program  was  designed  to  serve — the  truly  needy. 

Senator  Dixon.  Kay  Olson,  vice-president  of  National  Farmers 
Organization. 
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I  might  say  that  after  Ray  has  testified,  I  think  we'll  take  a  brief  5 
minute  or  so  recess  so  everybody  can  make  whatever  telephone  calls 
they  have  to  make  and  have  a  drink  of  water. 

Kay,  we  thank  you  for  coming.  Do  you  have  some  prepared  re- 
marks you  want  to  give? 

Mr.  Olson.  I'll  have  some  copies  this  afternoon.1 

Senator  Dixon.  Thank  you.  Kay  Olson,  the  Illinois  vice  president 
of  the  National  Farmers  Organization.  Ray,  that's  spelled  O-1-s-o-n? 

Mr.  Olson.  Yes,  that's  for  the  Swedes. 

Senator  Dixon.  Glad  to  have  you  here. 

STATEMENT  OF  RAYMOND  OLSON,   ILLINOIS  VICE  PRESIDENT, 
NATIONAL  FARMERS  ORGANIZATION,  LYNN  CENTER,  ILL. 

Mr.  Olson.  Thank  you  again  for  the  opportunity  to  come  down  and 
testify.  It's  also  nice  to  get  back  to  the  alma  mater  and  get  back  to  the 
good  pizza  and  those  types  of  things  we  enjoyed  not  too  long  ago. 

First  of  all  I  guess  1  would  like  to  point  out  a  little  bit  of  how  the 
State  operates.  Most  of  my  remarks  will  be  taken  from  the  national 
testimony  which  President  Woodwin  presented  earlier  on  the  State 
basis. 

Our  main  goal  as  an  organization  as  it  relates  to  legislation  is 
merely  a  watchdog  type  process.  We  are  not  involved  that  heavily 
in  legislation.  Most  of  our  work  there  is  just  to  more  or  less  monitor 
what  goes  on.  The  National  Farmers  Organization  is  a  statewide  and 
nationwide  collective  bargaining  organization  designed  for  agri- 
cultural producers  to  maintain  their  financial  integrity.  It's  important 
that  farmers  realize  that  their  true  strength  is  m  their  production. 
I  feel  that  is  quite  important  to  be,  that  we  all,  as  producers,  be 
realistic  about  our  position  in  society. 

Being  a  minority  group,  we  can't  expect  more  than  a  minimum 
wage  for  agriculture.  In  a  democratic  system  of  government  where 
the  food  is  produced  by  a  small  minority,  cheap  food  policy  will  be 
inherent.  Any  deviation,  of  course,  would  be  a  form  of  political 
suicide. 

Until  farmers  take  the  initiative,  however,  to  protect  themselves 
through  accepted  business  practices,  it's  important  that  we  develop 
a  farm  program  using  the  present  legislative  practices,  processes, 
that  we  do  have  to  develop  that  farm  program  which  is  fair  and  can 
be  as  supportive  as  can  reasonably  be  expected.  We,  in  the  National 
Farmers  Organization,  continue  to  believe  that  farm  programs  as 
modified,  from  time  to  time  over  the  last  40  years,  have  served  farmers 
very  well  under  the  circumstances  prevailing  in  those  times. 

Now,  however,  we  believe  that  a  new  approach  is  appropriate 
to  cope  with  high  interest  rates  and  other  inflationary  production 
costs  that  continue  to  be  a  problem  going  well  into  the  1980's. 

The  first  point,  the  new  program  should  not  force  us  to  depend  on 
the  U.S.  Treasury  for  farm  income.  It  speaks  for  itself. 

The  second  point,  the  new  program  should  encourage  producers  of 
the  major  grain,  oil  seed  and  fiber  crops  to  plan  production,  bargain 
for  better  prices,  and  maintain  at  their  own  risk  such  surpluses  as 

1  See  p.  297  for  the  prepared  statement  of  Mr.  Olson. 


Digitized  by 


Google 


100 

they  wish  to  cany  over  as  income  assurance  in  case  of  a  crop  failure 
in  the  following  year. 

Three,  the  new  program  should  be  designed  as  permanent  legislation. 

Four,  the  new  program  should  be  administered  by  a  bipartisan 
group  of  producers  appointed  by  the  President. 

To  implement  such  goals  we  believe  that  Congress  should  simply 
establish  that  by  law  that  major  grain  producers  and  seed  crops 
should  not — the  minimum  should  be  established  at  planting  time 
and  remain  unchanged  for  1  year. 

A  market  order  subject  to  the  approval  of  the  producers  would 
implement  the  price  minimums  ana  establish  eligibility  for  price 
support  loans  starting  out  with  the  1982  crop. 

rrice  supporting  nonrecourse  loans  at  75  percent  of  parity  should 
be  offered  at  one-half  of  the  annual  production  of  each  producer 
who  qualifies  for  participation.  Eligibility  should  be  limited  to  owner- 
operators  and  tenants  whose  primary  source  of  income  is  again  derived 
from  farming.  Nonfamily  corporations,  conglomerates — nonfamily 
corporations,  conglomerates,  foreign  investors,  and  institutions  should 
not  be  eligible  for  price  support  loans.  Each  producer's  loan  would  have 
to  be  repaid  or  matured  Dy  delivery  to  the  CCC  before  he  becomes 
eligible  for  a  loan  on  succeeding  crops.  And  the  limitation  on  the 
amount  of  the  loan  can  be  established  to  direct  the  beneficial  influence 
of  the  program  to  small  and  intermediate  range  of  producers. 

These  actions  will  be  quite  revolutionary  to  the  administration 
of  price  supporting  loans.  They  must  be  thought  of  as  a  temporary 
financing  to  level  off  the  marketing  of  the  commodities  throughout 
the  year  or  as  a  stabilizing  influence  to  aid  producers  who  face  tre- 
mendous problems  in  transportation  and  finance. 

Also,  its  important  to  remember  that  imposing  limitations  on 
price  support  loans  would  be  an  acceptable  action  only  if  the  mini- 
mum-price concept  is  implemented  at  a  reasonable  level. 

The  two  provisions  must  work  together  and  price  levels  must  be 
meaningful  to  farmers.  As  to  the  administration  of  the  program,  we 
recommend  that  it  be  administered  by  a  bipartisan  board  to  be  named 
by  the  President.  From  that  board  it  should  be  handled  through  the 
farmer  elected  committees  set  up  by  law  and  now  serving  as  the  local 
administrative  body  of  the  ASCS.  The  program  should  be  established 
as  permanent  law,  eliminating  the  necessity  of  Congress  being  con- 
tinuously involved  in  the  details  of  the  program  administration  which 
you're,  of  course,  in  the  middle  of  right  now. 

Our  ideas  are  in  keeping  with  the  needs  of  modern  agriculture,  the 
Government  involvement,  less  exposure  of  the  taxpayer  iunds  and  the 
farmers  playing  the  major  role  in  the  responsibility  of  keeping  their 
industry  economically  viable  or  in  accord  with  the  thinking  of  the 
people  in  both  the  public  and  private  sector.  It's  hoped  that  you'll 
think  seriously  with  us  about  these  proposals. 

In  the  National  Farmers  Organization,  we  still  feel  that  the  Jeffer- 
sonian  idea  that  the  land  should  be  widely  held  by  many  people  is 
still  a  valid  notion.  So  in  charting  a  new  course  in  farming  production, 
we  have  made  an  effort  to  reflect  the  benefits  to  the  owner-operators, 
the  family  farms,  who  earn  a  living  for  their  families  by  supplying 
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capital,  management,  and  labor,  and  we  feel  that  this  is  a  proper 
approach.  These  are  pretty  much  taken  out  of  the  national  statement 
there. 

Senator  Dixon.  Ray,  that's  an  interesting  and  novel  approach.  I 
recall  your  representatives  appearing  before  our  committee  in  the 
hearings  that  we  held  very  early  on. 

And  an  oversimplification  is  you're  suggesting  an  entirely  new 
approach  to  this  whole  problem  in  which  the  President  appoints 
a  national  board,  bipartisan  character  type  board,  which  sets  national 
policies  with  the  advice,  I  guess,  of  these  committees  that  are  set 
up  around  the  country  by  some  sort  of  an  election  in  the  agriculture 
community,  is  that  an  oversimplification,  but  a  correct  one,  of  what 
you're  suggesting? 

Mr.  Olson.  Well,  there  would  be  the  added  input,  of  course,  that 
the  grassroots  level  keep  up  with  the  input  from  the  higher-ups. 

Senator  Dixon.  The  committees  would  be  selected  at  the  local 
level,  somehow,  by  some  type  of  an  election  and  the  people  that 
owned  family  farms,  not  anyone  who's  not  directly  involved  in  the 
process  itself? 

Mr.  Olson.  It  would  be  very  similar  to  the  existing  ASCS  com- 
mittees, and  that  would  insure  the,  I  believe,  family  farm  input, 
or  for  the  most  part,  I  think  would   represent  family  operators. 

Senator  Dixon.  Well,  we  certainly  appreciate  your  input  here, 
Ray,  and  you'll  certainly  be  represented  m  the  record  on  the  basis 
of  what  you  have  said. 

Is  there  anything  else  you  would  care  to  put  in  the  record  that  you 
have  with  you? 

Mr.  Olson.  I  don't  have  anything  else  now,  I'll  get  these  notes 
in  after  dinner. 

Senator  Dixon.  Thank  you.  I  appreciate  it  very  much. 

Ladies  and  gentlemen,  we'll  take  an  intermission,  it's  10:35  on 
my  watch,  until  quarter  to  11:00,  and  then  we  have  five  represent- 
atives of  the  commodities  groups  here,  and  I  am  pretty  sure  we  can 
complete  this  by  noon  or  so. 

[Whereupon  a  short  recess  was  taken.] 

Senator  Dixon.  I  want  to  thank  all  of  you  for  coining  here  this 
morning,  and  for  the  excellent  testimony  we  have  received  up  until 
now. 

And  now  I'd  like  to  introduce  Bill  Mullins,  the  Illinois  president 
of  the  National  Corn  Growers  Association.  Is  Rolland  Main,  pres- 
ident, International  Corn  Growers  Association  with  him?  I  see 
Bill  and  Rolland  are  both  here.  He  can  join  you.  Is  it  all  right  to  go 
ahead? 

Mr.  Mullins.  Sure. 

Senator  Dixon.  Do  you  have  a  prepared  text,  Bill? l 

Mr.  Mullins.  Yes;  I  have  submitted  it  to  Scott. 

Senator  Dixon.  Good.  I'm  going  to  give  the  prepared  text  to  the 
young  lady,  and  she'll  see  to  it  that  it's  reported  in  full  to 
the  committee. 

I'm  delighted  to  have  you  here,  Bill. 

1  See  p.  297  for  the  prepared  statement  of  Mr.  Mullina. 
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Mr.  Mullins.  I  think  another  use  for  the  loan  and  the  reserve,  is 
that  it  gives  another  tool  to  the  farmer  in  doing  his  marketing.  I  use 
the  loan,  the  CCC  loan,  not  the  reserve,  but  just  the  loan  as  tne  way 
to  clean  up  my  debts  for  the  year.  Just  kind  of  on  a  short-term  basis. 
And  I  think  this  is  a  favorable  tool  for  those  in  the  banking  industry 
who  like  to  have  your  loans  paid  off  once  a  year. 

And  the  fifth  area  is  that  of  a  farm  storage  facility  loans.  The 
authority  for  this  successful  program  should  be  retained  inasmuch  as 
it  has  and  will  continue  to  provide  an  incentive  for  assuring  sufficient 
farm  storage  facilities  for  the  successful  farmer-held  grain  reserve.  And 
those  are  the  basic  areas  that  I  wanted  to  address  and  we  feel  that 
gives  access  to  the  world  market,  that  the  proposed  farm  bill  could 
help  achieve  this  economic  recovery  that  the  Nation  needs,  and  we 
would  support. 

Senator  Dixon.  Bill,  a  couple  of  questions. 

First  of  all,  as  you  know,  the  1976  United  States-Soviet  grain 
supply  agreement  will  expire  on  September  30  of  this  year.  I  have 
heard  your  comments  concerning  the  question  of  how  interested  the 
Soviet  Union  may  now  be  in  our  products.  But  do  you  believe 
American  grain  farmers  would  benefit  from  negotiation  of  a  new 
agreement? 

Mr.  Mullins.  Basically,  I'm  opposed  to  long-term  agreements 
with  the  exception  of  one  with  tne  Soviet  Union  and  possibly 
the  PRC  because  of  their  vastness  and  their  difference  in  philosophy. 
I  think  the  grain  producer  would  benefit  from  one  with  the  Soviets 
because  it  would  tend  to  give  a  guideline  or  a  parameter  in  which 
they  could  purchase. 

We  have  proposed  that  one  be  drawn  up  say  with  a  15  million 
metric  ton  swing  point  and  make  it  based  on  a  2-year  average.  Allow 
them  to  buy  from  75  to  150  percent  of  this  15  million  metric  tons, 
and  what  they  buy  this  year  will  be  averaged  in,  well,  the  second 
year  will  be  15  million,  plus  whatever  they  buy  this  year.  This  way 
it  would  give  them  the  incentive  to  buy  more  from  the  United  States, 
make  us  a  first  line  supplier,  because  it  would  increase  their  average, 
which  would  allow  them  to  buy  more  for  the  future  as  their  trends 
go  up  in  consumption. 

And  we  feel  that  it  would  be  beneficial  to  the  United  States  be- 
cause it  would  allow  us  to  sell  them  more  each  year  and  they  would 
have  to  continue  this  increase  purchase  from  us  to  maintain  their 
average. 

Senator  Dixon.  What  do  you  think  about  a  higher  loan  rate  in 
the  event  that  the  embargo  continues? 

Mr.  Mullins.  I  appreciate  your's  and  Senator  Percy's  bill.  I  hope 
that  we  never  have  to  see  another  embargo.  I'm  afraid  if  we  do, 
it  will  probably  be  with  an  all-out  war,  and  I  would  much  rather 
feed  the  world  than  fight  certain  sections  of  it. 

We  are  proposing  a  $2.40,  $2.50  loan.  I  think  it  would  be  extremely 
necessary,  as  your  bill  proposes,  to  increase  loan  rates  if  we  had  another 
embargo. 

Senator  Dixon.  I  notice  Senator  Huddleston's  bill  calls  for  a  $2.50 
loan.  Did  you  have  anything  you  wanted  to  add,  Holland? 

Mr.  Main.  I  have  just  brief  comments  with  the  situation  that  relates 
to  the  embargo  and  the  efforts  the  Illinois  corngrowers  have  done 
or  are  in  the  process  of  doing. 
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Senator  Dixon.  This  is  Holland  Main.  Pardon  me  for  interrupting. 

Mr.  Main.  Certainly. 

Senator  Dixon.  I  wanted  to  get  it  on  the  record. 

Mr.  Main.  All  right.  And  I  am  a  farmer  in  northwest-central 
Illinois,  midway  between  Peoria  and  Moline,  raised  corn,  beans,  hogs, 
and  boys. 

And  the  Illinois  corngrowers 

Senator  Dixon.  In  that  order? 

STATEMENT  OF  BOLLAND  MAIN,  ILLINOIS  CORN  GROWERS 

ASSOCIATION 

Mr.  Main.  I'm  not  sure  which  order  it  started. 

The  Illinois  corngrowers  has  started  a  campaign  to  solicit  names  or 
petitions  that  will  be  gathered.  This  is  some  of  them  which  we  picked 
up  in  the  office  this  morning,  requesting  the  President  to  lift  the  em- 
bargo. And  these  will  be  gathered  up  later  in  the  week  and  these  will 
be  taken,  the  express  purpose  of  this  was  to  gather  them  here  in 
Illinois  and  take  them  and  give  them  to  the  Secretary  of  Agriculture 
for  presentation  to  the  President. 

I  think  that  the  problem  that  we  are  faced  with  with  the  embargo 
has  been  rather  dramatic  and  somewhat  confused  and  misunderstood, 
and  I  think  that  the  producers  and  the  corn  producers,  particularly 
in  this  Nation,  have  been  abused.  And  I  go  back  to,  I'm  basically  a 
pretty  basic  fundamental  person,  but  I  think  that  when  we  look  at 
what  some  of  the  opportunities  are,  we  only  have  basically  three 
things  to  be  concerned  with  that  relates  to  agriculture. 

And  one  is  creating  an  economic  soundness  to  the  economy  or  that 
economic  community.  The  conservation  and  preservation,  those  are 
two  points  of  our  resources  and  we  need  to  give  more  attention  to  our 
renewable  resources  as  a  nation  because  there's  where  the  wealth  is. 

And  as  we  come  back  to  the  embargo,  a  question  that  I  guess  I 
would  ask,  and  if  you  could  answer  or  anyone  could  answer,  I  would 
be  pleased  to  hear,  that  the  producers  of  Illinois  and  the  Nation  have 
been  plagued  with  the  weight  of  the  embargo  for  nearly  15  months. 
And  I  go  back  to  a  statement  that  was  made  in  humor,  but  it  had  a 
point,  and  he  was  reprimanded  rather  severely  for  it,  but  the  Secretary 
of  Agriculture  two  times  in  the  past  made  a  comment,  once  relative 
to  the  point  that  if  you  don't  play  the  game,  you  don't  make  the  rules. 
So  I  want  to  know  why  is  agriculture  sorted  out  and  put,  singled  out 
to  the  only  one  participating  in  this  economic  reprisal  that's  totally 
ineffective  to  the  U.S.S.R. 

Senator  Dixon.  Well,  let  me  respond  by  saying,  Holland,  first  of 
all,  that  I  share  your  view  that  the  agricultural  community  should 
not  be  singled  out. 

I  want  to  say,  in  fairness,  though  he's  not  under  my  political  per- 
suasion, that  Secretary  Block  has  been  an  articulate  spokesman  as 
there  is  on  the  Hill  for  your  points  of  view  with  respect  to  the  embargo, 
even  to  the  extent  of  arguing  at  the  Cabinet  meetings  expressing 
strong  differences  of  opinion  with  the  Secretary  of  State  with  reference 
to  this  question  last  week.  And  of  course  the  most  recent  expression 
of  view  by  the  administration  has  been  that  this  is  the  wrong  signal 
to  raise  it  right  now  while  there  are  some  problems  in  Poland,  the 
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same  thing  that's  concerned  many  of  us  that  you  expressed  maybe 
that  there  will  be  some  other  thing  that  will  come  up  next  that  will 
make  it  the  wrong  signal  again. 

I  believe  we'll  pass  our  bills,  which  will  take  care  of  the  problem  in 
the  future,  in  my  view. 

We  have  the  clear  sense  of  the  Senate  expressed  last  week  in  a  vote 
where  a  majority  of  the  Senators  supported  raising  the  embargo  now, 
lifting  it.  And  I  think  that  Secretary  Block's  view  will  prevail  shortly. 
It's  difficult  to  come  back  to  my  home  State  and  advise  patience  when 
I  feel  so  stronelv  as  you  do.  But  rather  than  be  critical  at  these  critical 
times,  I  woula  say  that  I  think  things  will  dramatically  change 
shortly. 

Mr.  Main.  I  appreciate  your  comments  and  I  am  well  aware  of 
Secretary  Block's,  am  well  aware  of  his  philosophy  and  his  feelings 
and  his  direction  and  his  ambitions  to  get  this  removed  as  quickly 
as  possible. 

But  let  me  point  out  that  he  didn't  cause  it  nor  did  this  current 
administration  cause  it,  and  I  am  from  the  old  school  that  I  also  know 
that  two  wrongs  don't  make  a  right,  and  that  if  you  allow  it  to  con- 
tinue, there  could  be  always  a  case  that  it  should  be  on,  and  I  think 
the  effectiveness  of  the  embargo  is  like  the  little  boy  that  threatens 
his  mother  that  until  I  get  my  piece  of  candy,  I'm  going  to  hold  my 
breath  and,  you  know,  that  all — you  have  to  wait  that  out  and  he's 
going  to  breathe  again.  So  I  think  that  is,  Senator,  is  the,  basically, 
the  success  of  the  current  embargo. 

I  would  like,  since  we  are  here,  to  just  make  one  other  point  that, 
and  this  is  more  in  relation  to  preventing,  I  think  we  need  to  look 
for  a  treatment  or  a  cure  rather  than  just  a  treatment,  and  I  would 
hope  that  we  would  have  more  responsibility  in  government  on  behalf 
of  the  Senate,  the  House,  the  administration,  to  not  use  things  as 
political  whims.  That  we  need  more  responsibility. 

The  farmers  are  responsive  and  receptive  and  probably,  as  a  cross- 
section,  are  a  very  loyal  and  very  patriotic  group. 

Senator  Dixon.  No  question  about  that. 

Mr.  Main.  It's  very  difficult  for  us  to  assess  the  wisdom  of  some  of 
these  things  that  look  like  folly.  So  I  appreciate,  again,  the  oppor- 
tunity to  express  my  views. 

If  you'd  care  to  look  at  these  petitions,  we  really  would  like  to 
reserve  them  to  submit  to  the  Secretary  later  in  the  week. 

Senator  Dixon.  Well,  Holland,  I  want  to  thank  you  and  Bill,  and 
urge  you  to  take  these  petitions  to  Jack  Block,  who  I  again  say  is 
doing  all  he  can  on  behalf  of  the  agricultural  community  back  nere 
in  Illinois  to  persuade  the  administration  to  follow  the  points  of  view 
you  have  suggested. 

I  want  to  thank  you  both  for  being  here.  Your  remarks  will  be 
placed  in  the  record.  If  you  have  anything  else  that  you  would  like 
to  be  offering  to  be  placed  in  the  record,  it  will  be  put  in  the  record  as 
though  given. 

Otherwise,  I  want  to  express  my  personal  appreciation  and  the 
appreciation  of  the  committee. 

Would  you  be  kind  enough,  both  of  you,  to  fill  out  and  turn  in,  at 
your  convenience  later,  one  of  those  forms. 
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Mr.  Main.  Thank  you,  Senator. 

Senator  Dixon.  I'd  like  to  call  Willard  Severns,  Land  of  Lincoln 
Soybean  Association. 

Willard,  it's  good  to  see  you. 

Mr.  Severns.  It's  very  nice  to  be  here. 

Senator  Dixon.  Thank  you,  sir. 

STATEMENT  OF  WILLARD  SEVERNS,  LAND  OF  LINCOLN 
SOYBEAN  ASSOCIATION 

Mr.  Severns.  Senator  Dixon,  I'm  Willard  Severns,  a  farmer 
from  Moweaqua,  111.,  where  I  raise  soybeans  and  corn.  I  appear 
here  today  as  a  member  of  the  Land  of  Lincoln  Soybean  Associations' 
board  of  directors.  We  appreciate  this  opportunity  to  present  our 
views  on  the  provisions  impacting  soybeans  and  soybean  products 
we  would  like  to  see  in  the  1981  general  farm  bill. 

The  Land  of  Lincoln  Soybean  Association  is  a  State,  nonprofit, 
volunteer,  producer-controlled,  single-commodity  association  orga- 
nized to  assure  the  opportunity  for  profitable  soybean  production. 
Land  of  Lincoln  Soybean  Association  seeks  to  assure  soybean  prof- 
itability through  programs  of  government  relations,  market  develop- 
ment, and  producer  education. 

Before  I  detail  the  farm  bill  objectives  of  the  Land  of  Lincoln 
Soybean  Association,  it  is  important  that  we  review  the  history  of 
the  American  soybean  industry,  its  current  status,  and  what  we  see 
for  the  future.  It  is  in  this  context  that  we  have  formulated  our 
policy  proposals. 

The  U.S.  soybean  industry  began  in  the  1920's  when  soybeans 
were  first  grown  in  the  Midwest.  Until  the  outbreak  of  World  War  II, 
soybeans  were  grown  as  a  cover  crop  and  for  use  in  their  unprocessed 
form  as  a  livestock  feed.  In  1940,  the  United  States  grew  less  than  5 
million  acres  of  soybeans  and  production  in  that  year  totaled  only 
78  million  bushels.  In  an  effort  to  promote  soybean  production  as  a 
source  of  a  vegetable  oil  for  wartime  use,  the  first  soybean  loan  was 
offered  by  USD  A  in  1941  and  was  established  at  $1.05  a  bushel.  By 
the  end  of  World  War  II,  U.S.  soybean  production  reached  193 
million  bushels,  more  than  double  production  at  the  beginning  of 
the  war. 

Since  World  War  II,  soybeans  have  clearly  been  an  Illinois  and 
United  States  miracle  crop.  As  a  result  of  improved  processing  and 
refining  technology  that  made  possible  the  use  of  soybean  oil  in 
salad  oils,  margarine,  and  shortening  and  the  use  of  soybean  meal  in 

Soultrv  and  swine  rations,  the  demand  for  soybeans  has  skyrocketed. 
ueled  by  rapidly  increasing  demand,  the  U.S.  soybean  production 
doubled  between  1945  and  1952  and  again  between  1952  and  1961. 
The  first  billion-bushel  crop  was  produced  in  1968,  and  the  2-billion- 
bushel  mark  was  passed  in  1979,  with  a  crop  of  2.26  billion  bushels, 
20  percent  above  the  record  crop  of  a  year  earlier.  Illinois  alone 
produced  374  million  bushels  of  this  total. 

Today,  soybeans  are  America's  largest  cash  crop  with  an  estimated 
1980  crop  value  in  excess  of  $15  billion.  What  started  out  a  little 
over  30  years  ago  as  an  experimental  secondary  crop  is  today  Illinois9 
and  America's  most  important  primary  crop. 
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The  demand  for  soybeans  has  not  come  just  from  within  the  United 
States.  Fueled  by  aggressive  promotion  efforts  funded  by  the  soybean 
growers  and  USDA,  worldwide  demand  for  soybeans  nas  grown  so 
that  more  than  55  percent  of  U.S.  soybean  production  is  exported. 
Soybean  and  soybean  products  are  America's  greatest  agricultural 
foreign  exchange  earners  with  a  combined  export  value  in  excess  of 
$9  billion  in  1980.  The  European  Community  and  Japan  together 
bought  more  than  $4.8  billion  worth  of  soybeans  and  soybean  products 
in  1980. 

We  are  especially  proud  that  the  soybean  industry  has  exhibited 
this  enormous  growth  since  it's  been  one  of  the  least  federally  sup- 
ported programs  in  commodities.  There's  never  been  a  soybean  target 
price,  a  federally  financed  soybean  reserve,  or  a  soybean  set-aside 
program.  Federal  net  price  supports  outlays  for  soybeans  have  been 
miniscule  when  compared  with  other  major  crops.  In  fact,  there 
hasn't  been  a  net  Federal  price  support  outlay  for  soybeans  since 
1973,  and  we  do  not  see  the  need  for  such  outlays  in  the  future  pro- 
vided policies  are  maintained  similar  to  those  present  in  the  immediate 

The  soybean  industry  in  America  has  evolved  around  a  free  world 
market,  the  basic  laws  of  supply  and  demand.  Soybean  production 
has  grown  when  world  demand  nas  pulled  prices  up  to  levels  attractive 
to  farmers.  In  turn,  supplies  grew  too  large  and  prices  fell  and  farmers 
turned  to  other  crops,  rrofit  or  lack  of  profit  from  the  world  market- 
place has  been  the  prime  factor  affecting  soybean  production.  Free 
market  policies  have  worked  in  the  past,  are  working  today,  and  we 
feel  confident  will  work  in  the  future. 

The  first  thing  we  ask  is  that  title  I  of  the  1981  farm  bill  be  desig- 
nated as  an  international  title  and  devoted  entirely  to  policies  aimed  at 
expanding  world  demands  for  U.S.  agricultural  commodities.  In  the 
past,  farm  bills  have  almost  exclusively  been  devoted  to  treating  the 
illness  of  low  farm  income.  We  feel  that  the  first  objective  this  year 
should  be  to  assure  the  highest  possible  profit  for  our  production  from 
the  international  marketplace,  so  that  the  illness  of  low  farm  income 
can  be  prevented.  There  is  enormous  potential  demand  for  U.S.  agri- 
cultural commodities  abroad  and  we  must  do  everything  we  can  as  a 
nation  to  develop  and  service  that  demand. 

We  urge  the  Congress  to  place  restrictions  on  the  President's 
authority  to  enter  into  bilateral  supply  and  purchase  agreements  for 
agricultural  commodities  with  all  other  nations.  All  that  can  result 
from  such  an  agreement  is  greater  Federal  intervention  in  the  market- 

Elace,  in  the  free  marketplace,  and  reduce  income  for  soybean  farmers, 
•and  of  Lincoln  Soybean  Association  calls  for  provisions  in  the  farm 
bill  establishing  a  policy  of  opposition  to  bilateral  supply  agreements 
and  a  provision  providing  congressional  veto  authority  over  any 
other  future  bilateral  supply  agreements  when  they  are  deemed  to  be 
unnecessary  or  potentially  harmful  to  American  agriculture. 

A  separate  title  on  the  farm  bill  and  in  the  Agricultural  Act  of  1949 
should  be  devoted  entirely  to  soybeans.  Currently,  soybeans  are  in- 
cluded in  the  designated  nonbasic  agricultural  commodities  title  of 
the  1949  act  with  such  items  as  tung  oil,  nuts,  and  honey.  As  impor- 
tant as  soybeans  are  to  the  United  States,  we  feel  a  separate  title  in 
the  law  for  soybeans  is  warranted.  Attached  to  our  testimony  is  Ian- 
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guage  which  would  accomplish  the  changes  in  the  law  we  seek.  It's 
at  the  back  of  the  testimony,  sir. 

Land  of  Lincoln  Soybean  Association  believes  that  the  soybean  loan 

[)rograms  should  serve  as  just  that,  a  source  of  farmer  credit.  The 
oan  rate  should  not  be  so  high  as  to  interfere  with  normal  soybean 
marketing  or  result  in  CCC  takeover  of  soybeans  put  in  the  loan 
program.  Too  high  of  a  soybean  loan  also  serves  to  stimulate  foreign 
competition.  We  believe,  as  previously  stated,  that  this  soybean  loan 

Erogram  will  not  require  any  Federal  price  support  outlays  since  there 
ave  been  none  since  1973. 

Land  of  Lincoln  Soybean  Association  believes  that  the  soybean 
loan  rate  should  be  equal  to  75  percent  of  the  average  Chicago  quoted 
cash  price  for  No.  1  yellow  soybeans  for  each  of  the  last  5  years, 
excluding  the  high-  and  low-valued  years.  However,  we  feel  the  loan 
should  not  drop  below  the  $5.02  per  bushel  level  in  effect  for  the  1981 
crop  year  and  the  loan  should  be  announced  by  October  1  of  each 
crop  year.  We  have  attached  to  our  testimony  an  analysis  of  the  loan 
rates  such  a  loan  calculation  formula  would  provide. 

The  formula  we  propose  will  allow  farmers  and  budget  planners  to 
calculate  well  in  advance  the  approximate  loan  rate  for  soybeans 
during  the  upcoming  crop  year. 

We  urge  the  adoption  of  the  market-oriented  loan  formula  we  have 
proposed. 

We  ask  that  the  Secretary  of  Agriculture  be  prohibited  from  re- 
quiring a  set-aside  or  other  production  adjustment  program  for  soy- 
beans or  any  other  crop  as  a  condition  for  eligibility  for  the  soybean 
loan  program.  We  feel  that  the  free  market  should  be  the  prime  deter- 
minate of  soybean  production,  not  a  Government  decree.  Soybean 
producers  have  historically  responded  to  the  free  market  by  increasing 
or  decreasing  their  soybean  plantings  from  year  to  year.  Kequiring  a 
set-aside  or  other  acreage  limitation  would  only  interfere  with  this 
process. 

We  oppose  granting  the  Secretary  authority  to  offer  a  target  price 
for  soybeans.  The  world  market  price  for  soybeans  and  soybean 
products  should  be  the  factor  determining  annual  soybean  planting, 
not  an  arbitrarily  established  Federal  target  price.  A  target  price 
would  only  interfere  with  the  free  market  for  soybeans  and  likely  to 
lead  to  greater  production  than  is  justified  by  world  demand  and 
supply.  Thus,  we  ask  the  Secretary  not  be  authorized  to  offer  a  soy- 
bean target  price. 

One  item  especially  important  to  Land  of  Lincoln  Soybean  As- 
sociation is  that  the  1981  farm  bill  specifically  prohibits  the  Secre- 
tary from  offering  a  soybean  reserve  program  or  being  able  to  make 
storage  payments  on  soybeans  placed  m  the  loan  program.  The 
previous  administration,  on  several  occasions,  spoke  of  establishing 
a  federally  financed  farmer-held  soybean  reserve. 

We  feel  a  soybean  reserve  is  unneeded  because  U.S.  soybean  pro- 
ducers, processors,  and  merchandisers  are  already  carrying  adequate 
reserves  without  Federal  assistance  or  controls.  A  federally  funded 
reserve  and  its  accompanying  call  and  release  levels  would  interfere 
with  normal  soybean  marketing.  A  soybean  reserve  has  the  potential 
to  be  very  injurious  to  U.S.  producers.  Consequently,  we  ask  that 
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the  Secretary  be  prohibited  from  offering  a  soybean  reserve  or  pro- 
viding producers  storage  payments  for  soybeans. 

Finally,  we  would  like  to  urge  that  the  soybean  agricultural  re- 
search funding  be  increased.  We  believe  this  expenditure  benefits 
all  citizens.  Farmers  reap  the  harvest  of  increased  production  capa- 
bilities. Consumers  reap  the  harvest  of  agricultural  research  in  better 
and  relatively  less  expensive  food.  Our  Government  reaps  the  harvest 
of  increased  tax  income  from  farmers.  Our  Nation  profits  from  in- 
creased international  sales.  Therefore,  we  urge  you  to  mcrease  Federal 
funding  for  soybean  research. 

In  closing,  thank  you  for  this  opportunity  to  present  our  views  on 
the  treatment  of  soybeans  to  be  received  in  the  1981  farm  bill.  We 
ask  that  soybean  production  continues  to  be  free  of  burdensome 
programs  that  interfere  with  the  free  market  system.  We  believe  that 
this  approach  and  with  strong  producer  efforts  that  the  results  will 
be  a  strong  and  viable  soybean  industry. 

Thank  you  very  much,  Senator  Dixon. 

Senator  Dixon.  Thank  you  very  much,  Willard.  I  appreciate  your 
testimony  very  much.  This  suggested  inclusion  regarding  soybeans 
in  the  farm  bill,  I  assure  you,  will  be  called  to  the  attention  of  the 
committee.  I  wonder  who  you  have  sent  this  to,  other  than  presenting 
it  here  today?  Have  you  sent  this  along  to  anyone  on  the  committee? 

Mr.  Severns.  I  am  sure  when  Frank  Ray  testified  before  your 
committee,  he  probably  presented  much  of  the  same  testimony. 

Senator  Dixon.  I  see  a  nod  yes  in  the  background.  Fine;  I  thank 
you  very  much,  Willard.  I  appreciate  your  testimony. 

Mr.  Severns.  One  other  thing  I  would  like  to  add,  as  we  have 
successfully  kept  soybeans  out  of  the  bilateral  agreements  that  are 
in  existence  and  our  focus  and  attention  is  in  that  line,  we  are  opposed 
to  bilateral  agreements  on  principle,  and  particularly  if  they  include 
soybeans. 

Senator  Dixon.  I  appreciate  that  very  much,  Willard;  thank  you. 

Myron  Erdman,  for  the  dairy  folks.  Myron,  it's  good  to  see  you. 

Mr.  Erdman.  Thank  you,  Alan. 

Senator  Dixon.  Do  you  have  a  statement  you'd  like  to 

STATEMENT  OF  MYBON  ERDMAN,  CHENOA,  ILL 

Mr.  Erdman.  I'm  going  to  try  to  do  it  from  notes,  Alan.  I  didn't 
bring  any  prepared  speech.  This  is  the  first  time  I  have  ever  had  the 
chance  to  testify,  so  I  hope  you'll  forgive  me  if  I  stumble  around  a 
little.  I  am  Myron  Erdman,  from  Chenoa,  111.  My  son  and  I  are  in  a 
partnership  starting  after  he  was  graduated  from  college  this  year, 
milking  140  cows  and  farming  560  acres  of  corn  and  soybeans. 

First  of  all,  I  think  I  should  state  that,  no  doubt  about  it,  we  are  in 
the  headlines  today  of  the  milk  industry,  and  I  am  representing 
AMPI,  I  think  I  should  add.  I  just  went  on  the  corporate  board  this 
year,  so  I'm  getting  involved  in  this  a  little  more  and  more.  Since  my 
son  is  taking  over  the  milking  of  the  cows,  that  is  why  I  can  get  away. 

I  think  it  bothers  us  a  great  deal  that  we  happen  to  be  the  first 
on  the  firing  line  for  the  President  to  cut  spending,  and  which  I 
think  deep  in  our  hearts,  none  of  us  were  really  expecting  what  did 
happen.  We  were  hoping  it  wouldn't  happen  in  the  way  it  did.  We 
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wanted  some  provisions  added  to  it,  but  hoping  maybe  the  casein 
thing  would  have  got  a  little  support  and  it  didn't  get  out  of  com- 
mittee, I  guess,  from  that  standpomt.  But  I  think,  first  of  all,  I  should 
say  I'm  sure  you're  aware  by  now  what  casein  is.  But  for  the  record, 
I  should  state  casein  is  a  product,  a  protein  product,  through  the 
process  of  adding  acid  and  separating  the  calcium  with  heat,  and 
then  you  have  a  salable  product  that  gets  into  this  country  by 
chemicals.  And  so  there's  no  question  that's  on  casein,  and  I  think 
casein  is  a  big  concern  that  we  are  working  on  right  now. 

And  I  think  that,  to  go  back  a  little  bit,  I  think  we  are  concerned 
here,  we  have  got  the  greatest  product  God  ever  made  and  why 
we  are  putting  it  on  the  firing  lme,  it's  quite  disturbing  to  me.  It 
makes  the  headlines  when  milk  goes  up  2  cents  a  gallon — it  always 
make  the  headlines.  Why,  I  don't  know.  They  never  tell  us  Pepsi 
Cola  goes  up,  you  know,  and  make  a  national  issue  of  it. 

I  have  been  milking  cows  since  I  have  been  5  years  old  and  it's 
been  my  way  of  life  and  it  bothers  me,  as  a  milk  producer  first. 
So  we  have  got  the  price  support  system  and  it's  been  in  existence 
for  30  years,  and  it's  worked  relatively  good.  We  have  had  the  ups 
and  downs  and  for,  a  couple  of  years  ago.  We  were  being  paid  more 
than  what  the  price  support  system  supported.  The  Government 
didn't  have  to  buy  much.  That  was  fine.  That  was  great.  But  now 
this  last  year  we  have  got  an  overproduction.  That's  almost  a  curse 
to  the  industry,  and  instead  of  being  a  product  that  should  be  great 
that  we  have  got  sufficient  amount  of  food  to  supply  our  nation  with 
an  even  supply  of  milk  production,  it  should  be  good  instead  of  bad. 

And  I  think  that  another  thing  that  bothers  us  a  great  deal,  we 
haven't  got  the  support  from  some  of  the  other  farmer  organizations. 
All  of  a  sudden  they  tell  us  we  are  selfish.  Well,  and  then  we  get  the 
feeling  they  are  trying  to,  instead  of  getting  the  parity  up  to  where 
we  have  been  able  to  maintain  it  through  the  law,  we  get  the  feeling 
that  they  want  us  to  be  down  with  everybody  else  which  is  about 
50  percent  parity  instead  of  trying  to  get  them  up  to  where  we  are  at, 

I  think  most  everybody  in  this  room  that's  testifying  today  is 
striving  for  that  type  of  parity,  at  least  get  the  cost  out  of  production. 
So  I  think  these  are  some  of  the  things  that  are  bothering  us  a  great 
deal.  So  we  are  back  to  the  price  support  system  and  as  I  said,  it's 
been  in  existence  for  30  years  and  relatively  worked  and  the  Govern- 
ment came  out  that  they  had  to  buy  a  billion  three  million  is  on 
record,  and  I  think  the  disturbing  thine  was  they  didn't  put  into 
the  record  that  most  of  this  was  resalable  and  about  $300  million 
was  actual  cost,  if  you  took  out  what  went  into  the  school  lunch 
program  and  milk  program,  and  since  I  mentioned  the  milk  program, 
my  wife  teaches  school  and  she's  made  the  remark  several  times, 
if  it  wouldn't  be  for  the  school  lunch  program  and  milk  program, 
many  kids  wouldn't  be  getting  a  good  meal,  at  all  and  I  think  we 
all  should  be  aware  of  that. 

So  we  can't  stress  that  enough  and  just  because  they  can  go  to 
school  and  buy  a  glass  of  milk  for  a  nickel,  it's  a  pittance,  I  under- 
stand that,  but  still  we  think  it's  a  very  important,  essential  existing 
thing  today,  and  I  hope  it  will  always  remain  and  continue,  and  there 
should  never  be  any  debate  of  that.  But  it  always  comes  up  every 
year  it  seems  like  about  the  school  lunch  program.  And  as  I  men- 
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tioned,  I'm  kind  of  skipping  around,  but  we're  back  to  the  support 
level  and  we  were,  we  have  asked  for  80  percent  parity  and  aidn't 
get  it,  we  are  willing  to  accept  what  happened. 

But  I  think  the  disastering  thing  that  bothers  us,  if  it  would  drop 
to  70  percent  which  Secretary  Block  was  suggesting,  using  the  mini- 
mum, of  70  percent  I'm  sure  he's  asking  for,  it  won't  stay  in  that 
category,  because  we  are  only  getting  72  percent  now  because  we 
didn't  get  the  ajustment  on  April  1.  Why  with  the  rate  of  inflation 
we  would  be  down  way  below  the  cost  of  production,  and  we  are 
going  to  be  right  down  with  every  one  else  50  to  60  percent  of  parity. 
We  have  got  a  lot  of  criticism  or  a  lot  of  razzing,  and  they  say,  you 
dairy  men  have  got  it  made,  the  hog  men  aren't  making  it,  and  I  have  a 
brother  that  feeds  a  lot  of  fat  cattle  and  he's  close  to  bankruptcy, 
along  with  a  lot  more  and  I'm  going  to  have  to  help  him  to  save  the 
farm,  it's  that  bad.  And  I'm  sure  cattle  feeders  today  can  testify, 
how  bad  the  beefprice  is.  They  tell  us  to  cull  the  cows  to  help  the 
overproduction.  Well,  that's  great  and  we  are  doing  it  because  it's 
no  use  keeping  a  cow  if  she's  not  making  a  lot,  I  mean,  making  her  cost. 

And  we  have  been  able  to  survive,  basically  because  we  milk  more 
cows.  We  have  to  have  so  much  cash  flow  and  it's  just  the  opposite  of 
the  industry.  They  can  cut  off  production  and  get  their  market  back 
although  the  automobile  industry  is  in  trouble,  they  can  do  that  and 
we  can't  operate  that  way,  no  way  can  you  shut  down  livestock  pro- 
duction. And  I  think  anybody  here  m  this  room  knows  that,  look  what's 
happening  to  the  farm.  Farmers  are  farming  three  times  as  much 
ground  as  he  was,  to  be  able  to  survive,  not  just  to  be  more  efficient. 
And  dairy  people  have  done  the  same  thing.  They  are  milking  more 
cows  and  I  have  said,  if  we  can  make  milk  habit-forming — look  around 
this  room,  there's  coffee  all  over.  If  we  could  put  caffein  in  milk,  we 
wouldn't  have  the  trouble  we  have  today  of  overproduction.  Maybe 
a  little  nicotine  along  with  it.  No,  we  can't  do  that. 

So  we  have  to  live  with  what  we've  got.  The  price  support  program 
has  worked  fairly  well,  and  I  think  it's  really,  it's  our  salvation, 
really.  It's  made  the  difference  of  profit  and  loss  and  what  else  can  I 
say.  So  I  think  right  now  we  are  hitting  hard  and  hoping  that  you'll 
consider  something  on  this  casein  thing,  and  I  realize  Illinois  is  a  big 
user  of  casein,  and  I'm  sure  you  have  been  approached  many  times 
about  the  casein  issue  and  we  can  manufacture  it  here,  you  know,  but 
the  cost  of  manufacturing  here  is  not  feasible.  The  milk,  a  lot  of  it 
comes  from  New  Zealand,  I  understand,  we  even  get  some  casein 
out  of  Russia.  Then  we  got  caught  in  the  bilateral  trade  agreement, 
I  mean  the  milk  was  kind  of  the  guinea  pig  for  a  trade  off.  That's 
all  right,  we  accepted  that.  A  lot  of  these  companies,  that's  all  they 
have  got  or  can  sell  is  dairy  products.  If  I  can  only  do  one  thing, 
and  nght  now  we  are  stressing  this  casein  import  quota,  and  if  we 
took  out  the  casein  imports  in  this  country,  it  would  amount  to  about 
$300  million,  I  understand.  And  that's  just  about  what  the  Govern- 
ment actually  had  to  pay  for  last  year  by  the  time  they  resold  the 
products  they  got  from  the  dairy  industry. 

You  know,  I  think,  and  I  should  add  that  80  percent  of  casein 
gets  in  this  country,  goes  into  food  or  feed.  There  s  no  quota  on  it 
because  it  is  considered  a  chemical.  It's  used,  80  percent  of  it 
going  into  food  and  all   these  nondairy  products,  coffee  creamer, 
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imitation  whip  cream  and  cheeses  probably  a  lot  in  this  room  use 
some  if  they  go  into  the  restaurant  today  and  have  oleo  served 
to  them,  its  OK.  I  guess  we  accept  the  coffee  whiteners,  it's  a  must, 
I  guess.  They  say  it  won't  spoil.  It  still  gets  me  today,  because  its  just 
a  low  class  restaurant,  that  will  do  that.  If  they  see  butter  over  oleo, 
I  hope  they  classify  the  restaurant  better.  If  we  would  have  colored 
oleo  green,  that  might  have  helped  it's  just  that  it  has  to  be  yellow. 
I  think  the  big  thing  is 

Senator  Dixon.  The  color  thing  we  argued  30years  ago,  Myron. 

Mr.  Erdman.  We  didn't  get  it  done  then.  Wisconsin  held  out  a 
long  time,  but  they  had  to  give  in  too,  didn't  they?  I  think  right 
now,  I  think  we  have  to  recognize  that  these  countries  are  greatly 
subsidized  and  that's  how  it  gets  in  here  so  cheap,  dairy  products, 
rather  than  dumping  it  in  the  ocean,  we  become  the  dumping 
ground  for  these  countries  and  it's  really  hurting  us. 

Senator  Dixon.  Let  me  say  this  on  the  casein  question.  I  hear 
everything  you're  saying  and  understand  exactly  what  you're  con- 
cern is. 

I'm  aware  of  the  figures  and  we  know  what  a  problem  it  is  to  your 
industry.  The  administration  has  said  that  they'll  have  full  reports  on, 
for  us  and  for  the  Agriculture  Committee  no  later  than  June  1,  on 
this  casein  thing.  I  have  presently  written  a  letter  to  the  Secretary 
who's  acknowleged  receipt  of  my  letter,  my  assistant  assures  me, 
in  which  I  have  indicated  to  them  that  I  think  we  ought  to  know 
before  we  mark  up  the  farm  bill  what  the  administration's  j>osition 
will  be  on  the  casein  question  and  on  renegotiations  concerning  the 
talks  on  importation  of  casein  products  and  I  can  assure  you  that 
we  are  doing  all  we  can  to  get  that  matter  brought  to  a  head  in  time 
to  incorporate  these  questions  in  the  farm  bill. 

Another  thing  I  want  to  call  to  your  attention,  Myron,  is  that 
of  all  the  bills  that  are  in  every  one  of  the  other  bills,  the  Huddleston 
bill,  the  Helms  bill,  and  others;  address  a  higher  minimal  level  for 
support  program  than  the  administration  bill,  and  I  think  that  it's 
fair  to  say  that  the  entire  matter  is  under  continuing  reexamination 
and  reevaluation  by  the  committee. 

Mr.  Erdman.  Well,  we  certainly  hope  so,  because  we  feel  like 
studying  this  picture.  We  can't,  with  the  rate  of  inflation  using  that 
with  the  guidelines,  if  it  went  to  70  percent,  it  would  almost  be  totally 
disastrous.  Especially  for  some  of  these  young  farmers.  That's  been 
one  of  our  problems.  There's  a  lot  of  young  farmers  started  in  dairy 
and  the  capital  investment  that  it  takes  to  start  up  in  dairy  is  a  lot 
worse. 

We  spent,  personally,  $100,000  this  fall  to  update  the  system  and 
get  around  the  EPA  requirement  that's  required,  and  all  these  things. 
There's  no  group  of  people  in  this  world  that's — that  spends  more 
money  than  farmers,  if  you  give  them  the  buying  power. 

Senator  Dixon.  I  appreciate  your  testimony  very  much.  I  wonder 
if  you  have  anything  at  all  beyond  that  you'd  like  to  introduce  in  the 
record  or  leave  with  us  that  we  can  incorporate  in  the  record?  # 

Mr.  Erdman.  Not  really.  I  just  want  to  add,  as  my  father-in-law 
always  said,  if  you've  got  a  strong  agriculture  you  will  have  a  strong 
economy,  and  I  think  it's  that  simple,  and  I  think  we  got  away  from 
that. 
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You  see  some  people  you  talk  to  that  have  visited  overseas,  I 
talked  to  a  person  at  a  meeting  the  other  day  who  came  back  from 
Switzerland  and  they  are  getting  $21  a  hundredweight  for  milk  and 
the  farmers  over  there  are  considered  a  very  elite  group  of  people, 
and  here  sometimes  we  are  almost  considered  as  second-class  citizens 
and  it  really  kind  of  hurts,  this  cheap  food  attitude  has  to  be  turned 
around. 

So  thank  you  very  much. 

Senator  Dixon.  Thank  you.  I  appreciate  it  very  much,  Myron. 

John  Killiam,  from  the  Illinois  Livestock  Association?  Is  John  in 
the  room?  Scott  says  he  hasn't  seen  him. 

Is  there  anyone  here  from  the  Livestock  Association? 

Is  Ray  Hankes  here  from  the  Illinois  Pork  Producers?  There's  Ray. 

Mr.  Hankes.  I'll  turn  this  in  when  I  get  through  here. 

Senator  Dixon.  Thanks,  Ray. 

STATEMENT  OF  BAT  HANKES,  REPRESENTING  ILLINOIS  PORK 
PRODUCERS  ASSOCIATION 

Mr.  Hankes.  Yes.  Senator  Dixon,  on  behalf  of  the  Illinois  Pork 
Producers  Association,  I  want  to  thank  you  for  allowing  us  this 
opportunity  to  share  with  you  our  views  on  areas  of  interest  to  pork 
producers,  specifically,  and  the  consuming  public  in  general.  We  are 
grateful  also  for  the  time  that  you  spent  with  us  in  Washington  in 
March,  and  we  were  very  encouraged  when  we  came  back  from  that 
trip  with  the  overall  shift  in  attitude  that  seemed  to  be  apparent  in 
Washington  at  that  time,  that  shift  seeming  to  be  that  maybe  less 
Government  rather  than  more  Government  is  going  to  be  the  key 
to  turning  around  the  economic  crisis  that  besets  all  of  us  today. 

I  believe  the  pork  producers  feel  their  No.  1  obstacle  in  providing 
an  adequate  supply  of  food  for  our  Nation's  people  is  the  Govern- 
ment itself.  In  recent  years,  there  have  been  countless  instances  where 
Government  actions  and  regulations  have  made  our  job  as  food  pro- 
ducers more  difficult.  We  are  encouraged  that  the  new  administration 
in  general,  and  especially  the  USD  A,  will  act  to  reverse  this  trend. 
The  late  1970's  saw  a  strong  undertones  of  antired  meat  philosophies 
emanating  from  the  USDA.  Many  individual  rulings,  regulations,  and 
policy  statements  painted  a  picture  which,  while  it  may  have  been 
difficult  to  prove  m  court  was  clear  to  the  pork  producers  of  the 
Nation  there  was  a  shift  away  from  red  meat  as  a  central  feature  in 
the  American  diet. 

One  has  to  travel  to  any  developing  nation  and  see  its  struggle  to 
climb  the  protein  ladder  to  realize  how  fortunate  we  are  m  tins 
country  and  also  to  realize  that  basic  human  nature  is  not  content 
with  dry  beans,  rice,  or  ground  corn.  We  have  the  largest,  most 
wholesome  supply  of  food  in  the  world  and  red  meat  is  an  integral 
part  of  that  complex.  It's  interesting  to  note  that  in  the  past  60 
years,  our  dietary  animal  fat  component  has  decreased  and  the 
dietary  vegetable  fat  component  has  nearly  tripled.  Yet  the  Senate 
Select  Committee  on  Nutrition  and  Human  Needs  blamed  animal 
fats  as  the  main  culprit  of  many  human  diseases. 

We  urge  that  in  the  future,  facts  be  clearly  documented  by  thorough 
unbiased  research  before  any  statements  are  made  that  may  damage 
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a  whole  industry.  Furthermore,  we  question  the  role  of  Government 
in  telling  the  American  public  what  they  should  or  should  not  eat. 

As  mentioned  before,  we  favor  the  philosophy  of  less  Government. 
However,  there  is  one  area  where  Government's  declining  involve- 
ment holds  potential  future  disaster,  and  that  area  is  the  funding  of 
research  to  improve  food  production.  In  1949,  39  percent  of  all  U.S. 
research  funds  were  used  in  projects  to  improve  food  production.  In 
1980,  only  2.2  percent  of  our  Nation's  research  budget  was  spent  in 
areas  concerning  food  and  food  production.  We  are  fast  draining  the 
technology  bank  that's  been  developed  in  the  past,  and  are  not  acting 
to  provide  knowledge  to  build  future  increases  in  our  food  supplies. 
This  country's  greatness  has  been  based  on  a  growing,  prosperous 
agriculture  that  can  only  thrive  with  new  technology.  The  main  bene- 
factor of  agricultural  research,  which  has  been  stated  previously,  is 
the  consumer  himself,  because  every  consumer  in  this  Nation  benefits 
from  ultimately  a  larger,  more  healthful  supply  of  food. 

I  would  like  to  mention  some  areas  of  specific  concern  to  pork  pro- 
ducers, many  of  which  I'm  sure  are  not  new  to  you. 

The  first  issue  that  we  feel  needs  attention  is  the  revamping  of  the 
Delaney  amendment,  and  I'm  not  sure  that  this  is  going  to  be,  of 
course,  tied  to  the  farm  bill,  but  it's  kind  of  in  the  whole  complex  or 
gender  in  the  agricultural  area,  we  feel.  Today's  scientific  technology 
makes  it  possible  to  detect  one  part  per  billion  of  many  substances. 
This  is  like  looking  for  1  stalk  of  corn  in  a  50,000-acre  field  planted 
at  20,000  stalks  per  acre.  It  must  be  pointed  out  that  we  farmers 
are  consumers  too,  and  we  certainly  want  a  healthful,  safe  food  supply, 
because  we  eat  that  food  supply  also. 

We  realize  that  documented  cases  of  food -induced  human  disease 
could  devastate  our  business.  However,  it  is  time  that  the  food  safety 
laws  are  brought  up-to-date  with  the  scientific  era  of  the  1980's.  We 
must  have  some  method  of  measuring  the  risk-benefit  ratio  of  food 
additives  and  the  food  components  themselves.  The  case  of  nitrates 
and  the  undocumented  innuendo  of  cancer  compared  to  the  real 
threat  of  botulism  is  a  classic  example.  Our  civilization  cannot  survive 
without  food  preservatives.  Food  comes  from  living  things  and  we 
cannot  harvest  these  things  365  days  a  year,  but  we  must  eat  every 
day  of  the  year. 

The  next  area  that  needs  continued  attention  is  that  of  African 
swine  fever.  This  devastating  disease  only  recently  spread  to  this 
hemisphere  through  airline  or  steamship  garbage,  poses  a  tremendous 
threat  to  our  Nation's  swine  industry.  We  are  pleased  with  the 
USDA's  efforts  to  eradicate  African  swine  fever  in  Haiti  and  also 
feel  that  the  garbage  cooking  bill  passed  in  1980,  will  provide  a  great 
help  in  curbing  the  threat  of  African  swine  fever. 

Frankly,  since  the  passage  of  the  bill,  I  have  not  heard  about  plans 
to  put  it  into  enforcement.  One  area  that  is  a  potential  point  of  entry 
of  African  swine  fever  to  the  United  States  is  through  plant  and 
animal  matter — especially,  improperly  cooked  meat  brought  into  the 
United  States  by  either  immigrants  or  U.S.  travelers.  We  understand 
that  there's  tremendous  pressure  from  travelers  to  relax  customs  in- 
spection upon  returning  to  the  United  States.  Having  traveled  abroad 
myself,  I  can  appreciate  the  frustration  of  waiting  m  line.  However, 
I  have  also  found  that  the  inspections  are  cursory  at  best,  and  when 
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Along  this  same  line  of  thinking,  I  think  we  don't  object  to  paying 
7H  cents  to  10  cents  a  pound  for  ice,  but  we  are  objecting  to  paying 
5  cents  a  pound  for  corn  that  can  produce  both  food  and  energy. 
I  think  we  need  to  get  our  priorities  in  a  little  better  perspective. 

I  would  like  to  refer  to  page  4  of  that  document  I  left  for  you, 
Senator,  and  your  staff  does  have  this,  so  we  can  briefly  run  through 
it,  and  if  you  have  any  particular  questions  on  any  area,  I  would  be 
glad  to  expound  on  it  because  wc  have  condensed  a  great  amount 
of  material  into  this  one  page  statement,  and  I  mean  a  great  amount 
of  material.  And  if  you  bear  with  me  while  I  read  through  it  very 
briefly,  and  as  I  say,  any  questions,  stop  me. 

Dedicated  Americans  with  expertise  in  a  wide  area  of  renewable 
energy  technology,  feed  nutrition,  and  economics  offer  a  plan  for 
America  that  will:  One,  reduce  dependence  on  foreign  oil;  reduce 
inflation;  reduce  unemployment;  reduce  the  necessity  for  Govern- 
ment aid  to  people  and  places;  reduce  transportation  and  refrigerator 
costs  for  long  distance  snipping  of  perishable  farm  products. 

No.  2,  generate  an  alternate  renewable  liquid  fuel,  generate  a 
U.S.  market  for  excess  farm  production;  embargoed  grain  and  stored 
dairy  products;  generate  opportunities  for  processing  our  own  grain 
products;  generate  a  stabilizing  effect  on  our  national  economy; 
and  generate  an  environmentally  cleaner  burning  liquid  fuel. 

No.  3,  will  increase  and  improve  food  supplies;  increase  and 
improve  the  tax  base  for  local,  State,  and  Federal  Government 
through  larger  more  productive  number  of  jobs  available;  will  improve 
the  employment  and  community  development  opportunities;  will 
increase  and  improve  economic  incentives  for  conserving  our  soils, 
and  as  indicated  this  is  a  must  and  top  priority;  increase  and  improve 
our  security  posture  in  a  politically  and  economically  unstable  world. 

No.  4,  would  have  minimal  costs  when  compared  to  costs  necessary 
to  protect  the  Mideast  oil-producing  area  and  the  shipping  lanes 
from  that  area;  have  minimal  costs  when  compared  to  guaranteeing 
large  grain  companies  protection  against  loss  on  grain  sales  to 
economically  unstable  foreign  countries;  are  you  aware  of  that,  that 
just  about  3  weeks,  ago  that  that  went  through? 

Senator  Dixon.  (Nodding  affirmatively). 

Mr.  Reeser.  Would  have  minimal  costs  when  compared  to  U.S. 
multibillion  dollar  guarantees  for  energy  development  in  foreign 
countries;  have  minimal  costs  when  compared  to  increased  tax  yield 
from  a  new  productive  renewable  liquid  fuel  industry;  have  minimal 
costs  when  compared  to  the  benefits  of  increased  jobs  made  available: 
have  minimal  costs  when  compared  to  the  hundreds  of  billions  of 
dollars  in  grants  and  subsidies  for  development  of  oil,  coal,  and 
nuclear  energy. 

And  No.  5,  help  stabilize  food  costs  by  improving  feeding  efficiencies 
and  reducing  conversion  costs  in  our  red  meat  and  dairy  production 
industry;  help  stabilize  food  costs  by  recapturing  elemental  min- 
eral and  fertilizing  compounds,  and  we  are  losing  these  at  a  great  rate 
in  some  of  our  export  programs;  and  will  help  stabilize  food  costs 
because  petroleum  basea  energy  costs  of  food  production  now  have 
a  far  greater  impact  on  increased  food  costs  than  any  other  variable 
farming  input  cost. 
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I  would  like  to  expand  on  that,  that  by  simply  stating  that  yes, 
we  can  farm  from  beginning  to  end  in  our  production  system  with 
approximately  10  gallons  of  fuel  per  acre  per  year.  But  what  is  not 
taken  into  consideration  is  that  we,  if  we  apply  200  pounds  per  acre 
of  the  cheapest  form  of  nitrogen  we  have,  anhydrous  ammonia, 
there's  an  equivalent  of  25  gallons  per  acre  that  goes  into  every  acre 
as  far  as  Btu  requirements  for  processing  that  anhydrous  ammonia. 
And  our  chemicals  are  about  4-to-l  ratio.  So  the  energy  costs,  and 
this  is  something  the  administration  completely  ignores,  energy 
costs  are  the  real  culprit  in  increased  food  costs  in  this  country,  and 
it's  time  someone's  made  aware  of  it. 

If  you  have  any  questions,  I  would  be  happy  to  answer. 

Senator  Dixon.  Lloyd,  I  appreciate  your  testimony  here  as  well 
as  visiting  with  you  in  Washington,  and  many  of  us  support,  with 
the  same  enthusiasm  you  do,  the  gasohol  program,  and  rll  continue 
to  be  heard  in  support  of  that  on  the  Hill,  and  thank  you  very  much 
for  coming. 

May  I  say  to  all  of  you  how  much  we  appreciate  your  attendance 
here  this  morning,  and  your  contribution  to  the  hearing  here  which 
will  all  be  reported  back  to  the  committee  in  Washington  and  dis- 
tributed separately  to  each  of  the  Members  of  the  U.S.  Senate  who 
are  members  of  the  committee,  and  we'll  adjourn  for  lunch. 

We'll  take  up  the  questioning  again  promptly  at  2  and  adjourn 
promptly  at  4,  and  all  of  you  who  are  interested,  are  welcome  to 
return  for  the  afternoon  hearing.  If  anyone  here  has  not  filled  out 
one  of  these  forms  who  testified,  we'd  greatly  appreciate  it  if  you 
would  do  so. 

[Whereupon  a  lunch  recess  was  taken.] 

Senator  Dixon.  I  appreciate  all  of  you  coining  back  to  visit  with 
us  this  afternoon.  For  those  of  you  who  were  here  this  morning, 
I'm  sure  you  agree,  we  had  a  very  interesting  morning's  testimony 
from  a  variety  of  farm  groups  and  various  commodities  groups  con- 
cerning the  proposed  farm  bill  that's  under  consideration  in  the  U.S. 
Senate  Committee  on  Agriculture,  Nutrition,  and  Forestry  this 
year. 

And  this  afternoon  we  are  going  to  hear  from  some  folks  on  nutri- 
tion questions  concerning  that  bill  and  just  generally  what's  pending 
before  us  in  the  Congress,  and  is  Robert  Ohlzen  here  from  the  Illinois 
State  Board  of  Education? 

Hi,  Robert,  come  on  up  here. 

Mr.  Ohlzen.  I  have  also  brought  with  me  Ms.  Maureen  Conley, 
our  staff  dietician. 

Senator  Dixon.  She's  very  welcome. 

Mr.  Ohlzen.  And  I'd  like  her  to  join  me,  if  I  may.  And  there  are 
prepared  copies.1 

Senator  Dixon.  These  prepared  copies  that  you  have  handed  me, 
Mr.  Ohlzen,  will  be  put  right  into  the  record,  and  you  may  rest  as- 
sured that  they'll  be  reproduced  for  the  committee  as  a  whole. 

May  I  have  your  complete  name? 

Ms.  Conley.  Maureen  Conley. 

Senator  Dixon.  C-o 


1  See  p.  302  for  the  prepared  statement  of  Mr.  Ohlien. 
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Ms.  Conley.  C-o-n-l-e-y. 

Senator  Dixon.  C-o-n-l-e-y,  and  where  are  you  from? 

Ms.  Conley.  Springfield,  also. 

Mr.  Ohlzen.  Ms.  Conley  is  our  staff  dietician  and  she  also  heads 
up  our  supervisor  of  our  team  of  school  food  specialists  and  con- 
sultants. Sne's  a  registered  dietician. 

Senator  Dixon.  Very  good,  glad  to  have  her  here. 

STATEMENT  OF  ROBERT  E.  OHLZEN,  MANAGER,  FOOD  AND  NUTRI- 
TION PROGRAMS,  ILLINOIS  STATE  BOARD  OF  EDUCATION,  AC- 
COMPANIED BY  MAUREEN  CONLEY,  STAFF  DIETICIAN 

Mr.  Ohlzen.  I  personally  would  like  to  address  some  of  the  eco- 
nomic impacts,  as  well  as  the  effect  the  proposed  legislation  on 
student  meals  and  student  consumption  on  the  economics  of  the 
school  lunch  program  in  Illinois. 

First  off,  the  elimination  of  all  Federal  assistance  for  the  paid 
students  in  our  State  will  result  in  a  loss  of  $40  to  $50  million  annually 
in  revenue.  The  byproduct  of  these  losses  can  result  in  a  substantial 
reduction  of  the  dollar  flow  in  taxable  wages,  purchases  of  food 
equipment,  and  supplies  to  an  extent  of  upwards  of  $150  million 
in  our  State's  economy. 

First,  we  see  a  loss  of  jobs  of  up  to  8,000,  primarily  in  the  low-in- 
come groups  that  work  in  the  school  lunch  programs. 

The  increase  in  the  price  of  paid  lunches  to  our  students  will  have 
to  increase  from  35  cents  to  40  cents  daily.  This  will  also  result,  we 
predict,  in  a  substantial  decrease  and  change  in  the  preparation  and 
serving  systems  of  our  lunch  programs.  Economically,  a  no-choice 
plate  lunch  for  free  and  reduced  priced  lunches  will  undoubtedly 
result  with  all  of  the  other  meal  service  and  a  la  carte,  with  a  sul>- 
stantial  increase  in  the  number  of  brown  bag  lunches. 

The  identity  of  students  receiving  free  and  reduced  priced  meals 
will  soon  become  quite  obvious.  The  changes  proposed  in  the  eco- 
nomic guidelines  have  caused  a  shift  or  exclusion  of  at  least  a  large 
number  who  can  least  afford  to  pay  for  meals.  At  the  best?  many 
students  are  going  to  become  brown  baggers.  The  present  guidelines 
for  free  and  reduced  priced  meals  are  $1 1,640  a  year  or  less  for  a  family 
of  four  and  between  $11,640  and  $15,630  annual  gross  income  for  a 
family  of  four  are  eligible  for  reduced  price  lunches.  Converting  this 
reduced  price  category  into  a  net  income,  we  estimate  that  it  rep- 
resents approximately  $67  a  week  per  person  in  a  so-called  reduced 
price  meal  category. 

The  proposed  legislation  will  increase  the  daily  cost  of  reduced 
price  lunches  from  its  present  level  of  20  cents  to  40  cents  or  60  cents 
a  day.  On  February  2  of  this  year,  one  district  in  Illinois  increased  the 
the  cost  of  lunch  5  cents.  During  February  and  March  the  student 
participation  in  this  program  alone  dropped  10  percent  and  this  was 
only  with  a  5-cent  increase.  What  will  be  the  impacts  of  a  35-to-50 
cent  increase,  is  a  major  concern  to  the  operation  of  the  program. 

The  combination  of  all  of  these  factors  could  easily  result  in  a  de- 
crease in  participation  of  a  program  of  from  25  to  50  percent,  which 
in  turn  will  increase  the  per-meal  cost  due  to  a  declining  volume  and 
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participation.  The  cost  of  the  so-called  ultra  needy  meal  may  well 
rise  to  a  height  that  will  more  than  overcome  any  potential  saving 
by  reducing  or  eliminating  the  Federal  assistance  to  the  paid  lunch. 

First,  the  food  distribution  program — donated  agriculture  com- 
modities— will  be  cut  by  at  least  50  percent  in  our  State.  This  loss  of 
volume  will  double,  if  not  triple  the  cost  of  distributing  the  remain- 
ing commodities  within  the  State.  It  may  totally  destroy  our  present 
distribution  system  due  to  substantially  higher  transportation  costs. 
Another  sidelight  in  the  loss  of  the  food  distribution  program  vol- 
ume is  we  have  been,  for  a  number  ofvears,  a  warehouse  to  supply 
foods  in  the  event  of  a  disaster  relief .  This  we  do  not  see  would  any 
longer  be  possible  and  that,  Senator,  is  a  summation  of  the  written 
testimomy  I  have  delivered  to  you. 

I  would  ask  Ms.  Conley  to  touch  upon  her  experience  as  to  the 
ramifications  on  the  nutrition  of  the  students  in  our  State  by  the 
proposed  changes. 

Senator  Dixon.  Thank  you,  Robert. 

Ms.  Conley  With  the  proposed  changes  in  the  school  lunch  pro- 
gram, it's  going  to  force  more  children  either  to  the  brown  bag,  fast 
foods,  or  totally  skipping  lunch  all  together.  We  need  to  be  con- 
cerned about  the  nutritional  implications  of  these  changes.  For  the 
student  who  is  going  to  be  skipping  lunch  we  need  to  ask  whether 
he's  going  to  be  able  to  pick  up  those  missed  nutrients  and/or  meals 
during  the  day. 

Fast  foods  nave  typically  been  known  to  be  very  high  in  calories, 
in  fat,  and  sodium  content,  and  also  there's  the  noticeable  lack  of 
fruits  and  vegetables  in  fast  food  restaurants,  This  also  causes  a  low 
vitamin  A  amount  level  in  the  fast  food  restaurants. 

Also,  the  fast  food  meals  generally  have  a  very  high  caloric  level, 
which  would  not  be  benefical  to  most  children,  especially  with  school 
age  children  with  the  incidence  of  obesity.  We  need  to  oe  concerned 
about  them  eating  excess  calories  through  fast  food  restaurants. 

The  school  lunch  program  has  typically  provided  one-third  of  the 
nutrients  for  children,  and  they — through  some  of  the  studies-^ 
have  shown  that  they  have  been  successful  in  providing  these  nutri- 
ents to  children.  Brown  baggers  generally  will  be  limited  to  the 
types  and  varieties  of  foods  that  are  available  and  can  be  easily 
packed  in  a  paper  bag. 

We  may  very  possibly  see  the  substitution  of  milk  with  other 
beverages,  causing  a  lower  calcium  level  in  children.  These  changes 
in  the  school  lunch  program  may  have  a  very  definite  effect  on  the 
nutrition  of  the  children  in  the  State  of  Illinois. 

Mr.  Ohlzbn.  Thank  you. 

Senator  Dixon.  Thank  you  very  much.  I  appreciate,  so  much, 
your  appearance  here.  I  don't  think  we  have  any  questions. 

Let  me  suggest  to  you  that  if  you  have  any  further  information 
beyond  what  you  have  given  us  now  for  the  record,  we  would  be 
delighted  to  have  it  and  to  place  it  in  the  record  in  Washington  at 
your  convenience  in  the  next,  say,  couple  of  weeks.  We  take  up  a 
farm  bill  on  April  27.  We  expect  to  mark  it  up  by  May  15. 

Mr.  Ohlzen.  Thank  you,  senator,  for  the  opportunity. 

Senator  Dixon.  Thank  you.  Nice  to  meet  you. 
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Edmund  Epstein  with  WIC.  Is  Jim  Casey  here  from  Columbia 
School  in  Champaign?  Jim,  I  apologize.  Come  up  here,  my  friend. 
I  was  jumping  to  a  new  category;  please  accept  my  apology. 

Mr.  Casey.  Thank  you.  I  need  to  get  back  to  the  building. 

Senator  Dixon.  Mr.  Jim  Casey,  Columbia  Elementary  School 
here  in  Champaign.  Do  you  have  prepared  text  as  well? 

STATEMENT  OF  JAMES  CASEY,  COLUMBIA  ELEMEHTAEY  SCHOOL, 

CHAMPAIGN,  ILL. 

Mr.  Casey.  No;  I  certainly  don't  feel — if  I  did,  it  would  probably 
be  repetitious  because  my  colleagues  from  the  State  office  have  done 
an  excellent  job  in  presenting  the  case  from  the  total  State  perspective. 
What  I  would  like  to  do  for  a  very  few  moments,  Senator,  is  to  add 
to  it  from  a  very  local  perspective  here  in  Champaign,  the  home  of 
the  University  of  Illinois,  a  seemingly  moderately  affluent  community, 
land  of  plenty — corn  and  soybeans,  et  cetera,  right  here  in  central 
Illinois. 

My  concern  focuses  on  those  families  who  are  poor,  working  poor, 
those  who  are  unemployed.  Certainly  those  who  are  receiving  other 
types  of  aid,  and  in  terms  of  food  stamps  and  certainly  in  terms  of 
their  annual  ADC  check  or  what  have  you.  Earlier,  I  found  some 
information  in  terms  of  1941,  I  think,  when  the  USDA  convened  the 
National  Nutrition  Conference  and  a  statement  was  made,  and  I'll 
quote  that  statement  that  said,  "A  large  proportion  of  our  people 
are  not  well  fed."  That  was  in  1941,  and  I  submit  that  in  1981  tnis 
statement  is  certainly  true  from  a  local  level. 

Today,  I  looked  at  our  food  lunch  program  at  Columbia  School. 
Columbia  is  a  small  school  here  in  Champaign  of  10  elementary 
schools,  but  it's  located  in  the  not-so-affluent  neighborhood  in  our 
community.  We  have  a  large  percentage  of  students  who  are  receiv- 
ing ADC,  a  large  percentage  of  students  who  come  to  school  un- 
nourished  and  certainly  undernourished.  Some  years  ago,  we  had  an 
interest,  not  only  in  our  lunch  program,  but  we  had  an  interest  in 
our  breakfast  program.  We  still  have  an  interest.  However,  we  have 
been  told  that,  because  of  the  decreased  commodities,  decreased 
availability  of  commodities,  and  decreased  State  reimbursement, 
that  the  breakfast  program  is  out  of  the  question. 

And  I  want  to  dwell  just  a  minute  on  the  breakfast  program  be- 
cause the  studies  that  I  have  seen,  and  many  educators  and  people 
in  nutrition  will  agree  that  breakfast  is  certainly  the  single  most 
important  meal  of  the  day.  From  an  administrator's  point  of  view, 
at  an  elementary  school,  the  first  part  of  the  day,  of  course,  is  spent 
in  such  crucial  areas  as  the  basic  skills,  languge  arts  and  math.  If  a 
youngster  is  going  to  do  his  best,  if  he's  going  to  produce,  if  he's 
going  to  be  attentive,  if  he's  going  to  be  able  to  focus  on  what  it  is 
he  should  be  about,  he  should  be  well  nourished. 

Many  youngsters  at  my  school,  and  I  submit  at  many  other  schools 
here  in  the  State  of  Illinois,  arrive  at  school  unnourished  and  prob- 
ably not  nourished  at  all.  Consequently,  there's  a  direct  relation- 
ship between  that  and  their  scholastic  attainment.  So  I  do  have  a 
concern  in  that  area. 

Let  me  share  with  you,  very  briefly,  an  excerpt  from  a  study  that 
I  found  concerning  the  relationship  of  the  omission  of  breakfast 
attitudes  and  scholastic  attainments. 
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During  the  experiment  involving  school  boys  in  which  total  daily 
food  allowances  were  rigidly  controlled,  the  teacher  in  charge  at 
the  boys  would  carefully  observe  the  students  in  her  room  and  con- 
cluded that  the  majority  of  the  boys  had  definitely  better  attitudes 
and  better  scholastic  records  during  the  period  when  breakfast 
was  included  than  when  it  was  not  included.  For  example,  some  of 
the  bovs  were  careless  and  inattentive  during  the  late  morning  hours 
when  breakfast  was  omitted.  I  submit  that  the  hot  lunch  program 
at  my  building  and  other  buildings  throughout  the  State  of  Illinois 
are  crucial  for  many  youngsters.  Without  this,  their  day  would 
be  possibly  totally  void  of  a  balanced  meal. 

So,  in  conclusion,  I'd  like  to  say  that  the  cost  of  lunches  this  year 
in  Champaign  has  increased.  As  I  told  the  people  from  the  State 
Office,  last  year  youngsters  in  Champaign  paid  55  cents  for  a  type 
A  lunch.  This  year  they  are  paying  80  cents  and  just  today  we  fed 
230  youngsters.  Of  those  230  youngsters,  for  our  hot  lunches,  185 
of  those  youngsters  were  on  our  approved  free  lunch  list.  Eighteen 
of  those  children  were  approved  for  reduced  lunches.  So  that  left 
the  remaining  youngsters  bringing  a  sack  lunch. 

But  again,  the  hot  lunch  program  is  very  crucial  and  I  would  like 
to  see  the  breakfast  program  included  in  the  daily  meals  fed  at  school. 
However,  I  am  told  that  that's  almost  impossible,  that  it  is  costly. 
In  fact,  some  districts  are  considering,  as  I  have  neard,  eliminating 
the  breakfast  program  and  farming;  it  out  to  private  enterprises. 

So  in  conclusion,  Senator,  I  thank  you  for  this  opportunity,  cer- 
tainly on  behalf  of  the  youngsters  in  Champaign  and  certainly  on 
behalf  of  the  working  poor  parents  of  those  children  to  say,  let's 
keep  the  hot  lunch  program  and  let's  give  these  kids  a  fair  chance. 

Senator  Dixon.  I  appreciate  that,  Jim,  and  I  would  appreciate 
very  much  if  it's  a  thing  that  you're  able  to  do,  if  you  could  give 
us  any  information  by  correspondence  concerning  what  you  expect 
will  happen  to  the  school  luncn  program  at  your  school  as  a  conse- 
quence of  the  changes  suggested  by  the  administration  of  the  school 
lunch  program  and  reductions  there. 

And  you  can  reach  me  at  456  Russell  Building,  R-u-ona-o-l-l, 
Washington,  D.C.,  and  that  Zip  is  20510.  If  you  send  that  to  me, 
we'll  include  it  in  the  record  of  the  hearings  here. 

Mr.  Casey.  Thank  you  very  much. 

Senator  Dixon.  Let  me  extend,  not  only  to  you,  Mr.  Casey,  but 
to  Mr.  Ohlzen  and  you,  Ms.  Conley,  the  same  opportunities,  if  you 
care  to  write  us,  Senator  Alan  Dixon,  at  456  Russell  Building,  Wash- 
ington, D.C.,  we'll  be  glad  to  hear  from  you  and  it  will  be  put  in 
the  record.  Thank  you  very  much. 

Mr.  Edmund  Epstein  from  WIC. 

Mr.  Epstein.  Tnank  you,  Senator  Dixon,  for  this  opportunity. 

Senator  Dixon.  Good  morning.  Would  you  mind  filling  out  one 
of  these  forms  at  your  convenience? 

STATEMENT  OF  EDMUND  EPSTEIN,  WIC  PB0GBAM, 
EVANST0N,  ILL. 

Mr.  Epstein.  I  feel  a  little  paranoid  testifying  here  today. 

First  of  all,  I  rode  on  the  Chicago  Transit  Authority  this  morning 
which  is  slated  for  reduction  in  service.  I  took  Amtrak  down  to 
Champaign,  which  is  rumored  to  be  cut  severely  and  I  am  here  to 
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testify  on  WIC  which  is  rumored  to  be  cut  severely.  We  have  to 
think  in  terms  of  social  service  programs  of  this  country.  I  have 
been  a  WIC  administrator  for  the  Surburban  Cook  County  program 
for  3  years.  I  left  that  position  to  become  a  private  consultant  about 
1)1  years  ago. 

I  feel  that  WIC  is  one  of  the  few  programs  that's  demonstrated, 
very  early  in  its  history,  a  cost  benefit  ratio  for  the  money  expended. 
WIC,  for  those  people  that  don't  know,  is  the  supplemental  food 

Erogram  aimed  at  pregnant  women  and  children.  We  have  already 
ad  many  studies  which  have  shown  a  reduction  in  the  infant  mor- 
tality where  WIC  programs  operate  effectively. 

Since  Illinois  is  45th  in  the  ranking  of  the  States  in  the  Union 
in  infant  mortality,  that  is,  only  5  States  in  this  Union  are  worse 
than  Illinois.  I  think  it's  vitally  important  that  the  WIC  program  be 
continued  in  its  present  funding  mode. 

Having  run  a  program  for  6,000  recipients  in  suburban  Cook 
County  for  3  years,  I  can  see  the  effects  we  have  had  with  reducing 
infant  mortality  by  doing  preventive  health  care  for  the  WIC  re- 
cipients for  both  mothers  and  children.  I  think  that  the  important 
things  that  are  overlooked  many  times  in  a  nutrition  program  such 
as  WIC  is  that  it's  tied  to  ongoing  health  care  delivery  systems.  It's 
mandated  in  the  law  that  those  services  be  provided.  The  health 
care  services  are  not  paid  by  WIC,  but  are  furnished  by  other  health 
providers  in  the  community  which  are  funded  by  a  various  network 
of  funding  sources,  including  neighborhood  health  centers,  public 
health  service  clinic  facilities,  both  State,  county  and  Federal.  So 
I  think  that  the  money  spent  in  prevention  for  WIC  mothers  and 
children  as  a  preventive  health  program,  is  well  worth  the  amount 
because  if  you  stop  doing  that  or  cut  it  drastically,  you're  going  to 
have  more  curative  services  having  to  be  provided  at  the  other  end 
of  the  spectrum  as  children  are  born  with  birth  defects  and  other 
health  problems  that  we  are  preventing  in  WIC. 

I  think  it's  extremely  important  that  we  keep  the  WIC  program 
where  it  is  now.  This  fiscal  year  the  program  was  funded  for  $900 
million  and  there  was  authorization  for  2  additional  years.  It's  one 
of  the  few  programs  that  has  a  4-year-funding  limit. 

I  think  the  other  thing  that  we  have  to  talk  about,  at  least  one 
thing  that  I  want  to  talk  about,  is  the  Head  Start  program  and  it's 
nutrition  components.  I  do  provide  consultant  services  to  Head 
Start  and  Head  Start  is  one  of  the  sacred  seven  programs  that  have 
not  been  cut  this  fiscal  year.  In  fact,  there's  been  a  fairly  substantial 
increase  of  $130  million  in  its  budget.  But  all  nutrition  funds  in  the 
Head  Start  program,  both  lunches  and  snacks,  are  reimbursed  through 
the  U.S.  Department  of  Agriculture.  And  I  think  that  if  the  agriculture 
budget  is  affected,  that  that  could  affect  the  Head  Start  program  as 
well,  because  some  of  the  subsidies  for  those  lunches  would  then  have 
to  be  paid  for  out  of  the  Head  Start  moneys  directly,  which  then  would 
come  out  of  the  health  components  budget  of  Head  Start  and  could  also 
be  a  detriment. 

I  do  have  some  other  written  testimony  from  the  Legal  Assist- 
ance Foundation  of  Chicago  on  the  food  stamp  program,  which  they 
made  available  to  you,  and  I  do  want  to  make  that  part  oi  the  record.1 

1  See  p.  303  for  the  material  from  the  Legal  Assistance  Foundation  of  Chicago. 
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There  will  be  other  people  talking  about  the  food  stamps  so  I  don't 
want  to  get  into  any  details  of  that  at  this  time.  That's  the  main  gist 
of  my  testimony  in  terms  of  WIC. 

I  would  just  say  that  as  a  member  of  the  Agriculture  Committee, 
I  think  it's  extremely  important  that  you  and  the  other  members 
of  the  committee  be  aware  of  what  WIC  has  done  for  pregnant 
women  and  children  in  this  country,  that  it  has  been  a  health  pro- 
gram, a  food  program,  it's  specific  to  the  foods  that  are  provided 
m  terms  of  hign  protein  and  that  when  the  foods  are  delivered  to  a 
home  or  the  mother  takes  the  coupons  to  the  store,  she  can  only 
receive  those  foods  which  are  written  on  those  coupons.  So  it's  very 
specific. 

The  other  part  of  WIC  is  nutrition  education  and  I  think  that 
most  good  WIC  programs  do  have  nutrition  education  classes, 
which  teach  the  mother  to  not  only  use  the  WIC  foods,  but  also 
all  food  income  that's  available,  which  would  include  food  stamps 
and  school  lunches.  This  would  include  menu  preparation.  I  think 
to  do  any  tampering,  frankly,  with  a  program  such  as  WIC,  at  this 
time,  would  be  extremely  detrimental. 

Senator  Dixon.  Let  me  first  say,  Mr.  Epstein,  we  are  going  to 
place  in  the  record  the  full  context  of  what  you  have  given  us  here 
and  the  full  text;  I  would  say,  of  what  you  have  given  us  here, 
and  incidentally,  m  connection  with  WIC,  I  was  of  the  understand- 
ing there  was  a  complete  restoration  made  of  the  Budget  Committee, 
am  I  in  error? 

Mr.  Epstein.  I  haven't  been  informed  of  that. 

Senator  Dixon.  I'm  told  by  my  staff  counsel  here,  my  staff  aides 
here,  that  that  is  correct.  I  believe  it  to  be  a  fact,  that  the  WIC 
funds  were  restored  in  the  Budget  Committee.  Now  you  may  want 
to  look  into  that.  It's  such  a  large  question  with  all  of  the  changes 
in  the  budget  that  I  would  not  want  to  be  the  final  authority  lor 
you  on  that.  But  my  best  recollection  is  that  the  funds  for  WIC 
were  restored  in  the  Budget  Committee. 

I  know  at  least  there  were  no  discussions  concerning  it  on  the  floor 
of  the  Senate  when  we  contemplated  Senate  Concurrent  Resolution 
9,  which  was  the  budget  reconciliation  resolution. 

So  I  believe,  if  you'll  make  some  inquiries,  or  if  you  want  to  write 
us,  please  feel  free  to  do  so  and  we'll  look  into  it  and  respond  to  you 
as  soon  as  we  can. 

Mr.  Epstein.  I  haven't  heard  that  myself,  because  in  the  pro- 

S>sed  budget,  there  was  a  700,000-recipient  cut  proposed  by  the 
eagan  administration.  ' 

Senator  Dixon.  Excuse  me  just  1  minute.  We  think  that's  the 
case,  and  I'll  tell  you  what.  I'm  going  to  ask  Scott  Shearer  of  my  staff, 
to  look  into  thatjyour  address,  Mr.  Epstein,  is  right  here? 

Mr.  Epstein.  Right. 

Senator  Dixon.  1213  Hull  Terrace,  Evanston,  and  so  forth,  and 
we'll  be  contacting  you  in  the  next  several  days  by  letter  to  more 
fully  advise  you. 

Mr.  Epstein.  Fine. 

Senator  Dixon.  I  thank  you  for  coming. 

Mr.  Epstein.  Thank  you. 

Senator  Dixon.  Jay  Wamsley,  Legal  Support  Center  on  Food 
Stamps. 


Digitized  by 


Google 


126 

Thank  you,  Jay. 

Mr.  Wamsley.  Senator  Dixon,  I'm  with  the  Legislative  Support 
Center,  and  with  me  today  is  Ms.  Thelma  Wright,  who  would  like 
to  speak  briefly  about  food  stamps. 

Senator  Dixon.  Thank  you,  Thelma,  and  we  have  your  infor- 
mation here  and  I'm  going  to  give  it  to  the  court  reporter. 

STATEMENT  OF  THELMA  WRIGHT,  URBAHA,  HI. 

Ms.  Wright.  My  name  is  Thelma  Wright.  I  am  a  working  mother 
with  five  children.  I  support  four;  I  have  one  that's  grown.  I  work 
with  the  Champaign  Head  Start  program,  and  I  am  partially  on 
food  stamps.  I  get  $113  per  month,  and  they  help  out  quite  a  bit. 
Right  now,  my  salary  isn't  very  much.  I  make  $3.40  an  hour.  My 
job,  originally,  pays  like  $10,300  a  year,  but  right  now  I'm  in  train- 
ing for  1  year  and  that's  cut  in  half.  After  a  year,  if  I  continue  to 
work,  then  I'll  get  a  raise. 

But  I  think  the  food  stamps  right  now  are  very  important,  espe- 
cially for  nutritional  values.  They  help  me  to  continue  to  buy  milk, 
eggs,  so  many  of  the  things  that  the  family  really  needs. 

Senator  Dixon.  I  suppose  one  of  the  things,  if  you  don't  mind, 
that  I'd  like  to  ask  you  or  Jay,  if  he  can  answer  this  question  for  me, 
is  whether  you  know,  for  a  fact,  that  any  reductions  m  the  program 
would,  in  fact,  affect  you?  Do  you  know  the  answer  to  that  question? 

Mr.  Wamsley.  I  don't  know,  precisely.  I  know  that  since  her  in- 
come is 

Senator  Dixon.  See,  if  I  may  interrupt  on  the  basis  of  the  income 
she  told  me,  I'm  of  the  opinion  she's  still  covered. 

Mr.  Wamsley.  I  think  that  it's  set  at  130  percent  of  poverty.  Her 
income,  she  would  probably  still  be  on  the  program  at  a  reduced 
amount  of  food  stamps.  1  think  the  thrust  of  Ms.  Wright's  testimony 
was  not  necessarily  that  she  would  for  sure  be  cut  completely  off  of 
the  program,  just  what  the  importance  of  the  food  stamps  were  to 
her. 

Senator  Dixon.  Yes,  which  of  course  no  one  would  quarrel  with  at  all. 

The  point  I  did  want  to  make,  if  you'll  forgive  me,  Jay,  is  that 
there  is  so  much  concern  in  the  country  about  exactly  what  happens 
with  some  reductions  in  the  food  stamp  program.  I  think  it's  impor- 
tant for  us  to  understand  that  for  a  great  many  people  similarly 
situated  to  Ms.  Wright,  the  probabilities  are  good  tnat  they're  not 
going  to  be  affected  at  all,  and  I  do  think  we  ought  to  be  careful  about 
that  so  we  do  understand  it. 

In  many  cases,  the  effect  is  not  one  that  will  be  a  personal  effect  to 
the  individual. 

Mr.  Wamsley.  Well,  if  I  may,  even  if  Ms.  Wright  is  not  affected 
directly  as  far  as  being  completely  cut  off  of  the  program  by  the  130 

fercent  level  of  eligibility,  since  she  does  have  school  age  children, 
'm  quite  sure  that  she  would  be  affected  by  the  Helms  amendment. 
Senator  Dixon.  On  the  question  of  the  school  lunches? 
Mr.  Wamsley.  Absolutely. 

Senator  Dixon.  Well,  let  the  record  show  that — how  many  children 
do  you  have,  Ms.  Wright,  in  the  grade  school? 

Ms.  Wright.  I  have  two  in  grade  school  and  I  have  two  in  high 
school. 
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Senator  Dixon.  Two  in  grade  school  and  two  in  high  school? 

Ms.  Wright.  Yes.  I  do  have  a  statement,  though.  One  is  gradu- 
ating this  year,  so  that  would  make  a  difference.  If  one  graduates, 
you  Know,  they'll  no  longer  be  on  food  stamps. 

Senator  Dixon.  We  are  glad  to  have  you  testifying  and  we  thank 
you  for  bringing  it  to  us. 

Mr.  Wamsley.  And  I  did  have  a  short  statement  that  I  wanted 
to  make. 

Senator  Dixon.  These  are  three  copies  of  the  statement,  Jay? 

Mr.  Wamsley.  Yes. 

Senator  Dixon.  One  which  you  want  in  the  record? 

Mr.  Wamsley.  Yes,  please.1 

Senator  Dixon.  That  statement  will  be  produced  in  the  record 
as  though  given.  You  please  feel  free  to  proceed. 

STATEMENT  OF  JAY  WAMSLEY,  LEGISLATIVE  SUPPORT 
CENTER,  SPRINGFIELD,  ILL. 

Mr.  Wamsley.  Those  are  some  particuar  figures  concerning  food 
stamps.  I'm  not  going  to  go  into  very  many  specifics.  Mr.  Epstein 
already  provided  you  with  an  extensive  set  of  figures  from  the  Legal 
Assistance  Foundation.  And  so  what  I'm  going  to  try  to  address  today 
is  the,  to  get  away  from  the  cold  figures,  if  I  can,  to  talk  about  the 
real  human  effects  that  I  see,  the  effects  of  the  food  stamp  cuts. 

I  think  one  of  the  problems  is  that  the  people  that  are  proposing 
the  cuts  have  been  looking  only  at  figures  and  so  they'll  draw  a  line 
somewhere  and  say  we  can,  for  budgetary  purposes,  we  can  make  a 
cut  like  this  and  make  movement  toward  balancing  the  budget.  But 
the  people  who  come  in  on  a  day-to-day  basis  and  to  a  legal  assistance 
office,  the  people  we  see  every  day,  it's  quite  apart  from  the  figure 
element  of  it.  And  it's  some  real  misconceptions  about  the  food  stamp 
program  that  I  would  like  to  address  today. 

Senator  Dixon.  Please  do. 

Mr.  Wamsley.  As  recently  as  the  April  4  New  York  Times,  they 
cited  a  poll  that  they  had  conducted  tnat  the,  to  quote  them,  they 
said,  "Food  stamps  was  the  most  unpopular  social  welfare  program 
by  a  wide  margin,"  and  I  think  that's  probably  correct,  that  the 
public  is,  has  made  a  lot  of  statements  against  the  food  stamp  pro- 
gram, the  abuses  that  they  think  are  going  on  and  as  a  real  popular 
place,  I  think,  to  suggest  the  cuts  be  made. 

But  I  think  that  the  true  facts  about  the  food  stamp  program  have 
to  be  addressed  before  the  cuts  are  made.  The  true  facts — and  some 
of  these  are  on  the  sheets — that  in  Illinois,  at  least,  the  average 
food  stamp  bonus  per  day  is  $1.41  and  that  works  out  to  47  cents 
per  person  per  meal.  And  I  think  most  of  the  public,  when  they  think 
about  what  they  spend  on  food  stamps,  will  realize  that  they  can't 
buy  all  of  their  food  with  the  food  stamps  and  so  the  studies  show 
that  a  very  small  percentage  of  food  stamps  per  household  actually 
can  provide  a  nutritionally  adequate  diet  with  the  amount  of  the 
food  stamps. 

Now  to  talk  about  specific  cuts  that  are  proposed  by  the  Reagan 
administration,  the  one  being  setting  income  at  130  percent  of  poverty 

1  See  p.  308  for  support  material  supplied  by  Mr.  Wamsley. 
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income  to  consider  gross  income.  In  Illinois  alone,  the  estimate  is 
48,530  persons  would  be  cut  completely  off  of  food  stamps,  and  if 
the  estimates  are  correct,  1  out  of  every  7  food  stamp  households 
with  earnings  would  be  eliminated.  And  when  the  popular  mood 
of  the  country  seems  to  be  to  look  for  work  incentives,  to  try  to 
move  toward  more  people  working,  I  think  this  proposal  in  par- 
ticular actually  goes  against  the  work  incentive,  that  a  lot  of  people 
who  are  on  the  fringes,  who  have  either  a  part-time  job  or  a  full-time 
job  which  pays  somewhere  above  minimum  wage,  they  may  be  com- 
pletely eliminated  depending  on  where  that  level  ends  up  being. 

As  far  as  the  Helms  amendment  I  addressed  earlier  concerning 
school  lunches,  the  estimates  are  that  in  Illinois,  almost  162,000 
households  would  have  to  face  a  decision  of  whether  to  remain  on 
the  school  lunch  program  and  take  a  reduction  in  their  monthly 
food  stamp  allotments  or  to  have  their  children  withdraw  from 
the  school  lunch  program  so  that  they'll  not  take  a  cut  in  food  stamps. 
And  that  cut  is  going  to  be  significant.  The  estimates  are  it's  going 
to  be  $12  per  schoolchild  per  month.  So  in  Ms.  Wright's  case,  5 
she  has  four  school  age  children,  that  would  be,  I  guess,  a  $48 
monthly  reduction  in  her  food  stamp  coupons,  and  a  significant  cut 
for  any  family  that  depends  upon  food  stamps. 

Now  the  common  criticism,  as  I  read  it  at  least,  of  the  food  stamp 
program,  is  the  rapid  growth  in  the  cost  of  it.  That  a  program  whicn 
was  developed  back  in  the  1960's  for  a  relatively  small  amount  of 
money  is  now  up  in  the  $10  to  $12  billion  a  year  range.  And  I  can 
see  why  that  concerns  people,  but  on  the  other  hand  I  think  it's  a 
real  indication  of  how  the  food  stamp  program  may  be  better  than 
any  other  Federal  program,  actually  responds  to  what's  happening 
in  the  Nation's  economy.  It's  not  surprising  that  the  cost  of  the 
food  program,  food  stamp  program,  is  going  up  when  you  see  the 
statistics  that  a  1 -percent  rise  in  unemployment  means  an  addi- 
tional 1  million  people  eligible  to  receive  food  stamps.  And  then  a 
1-percent  rise  in  the  cost  of  food  adds  $150  million  annually  to  the 
cost  of  the  food  stamp  program.  So  it  seems  to  stand  to  reason  that 
with  unemployment  rising  and  the  cost  of  food  rising,  that  it  would 
necessarily  follow  that  the  food  stamp  program  would  increase 
greatly  in  the  cost  of  it. 

My  main  concern,  I  think,  is  that  the  proposed  changes  are  not 
just  technical  changes.  Some  of  them  by  the  wording  of  them  talk- 
ing about  changing  like  to  retrospective  accounting  going  back  90 
days  in  a  person's  income  that  may  appear  to  be  a  technical  change, 
but  it's  not  at  all.  The  food  stamp  program,  more  than  any  other, 
responds  when  a  person  is  in  need.  I  cretainly  know  of  no  other  Fed- 
eral program,  ana  I  doubt  if  there  are  any  State  and  local  programs 
that  can  actually  get  the  benefit  to  the  person  within  3  days  of  when 
they  apply,  and  that's  what  the  expedited  service  does  for  food 
stamps,  and  to  talk  about  a  90-day  requirement,  for  a  person  to  go 
back  90  days  in  a  person's  income  before  they  can  be  eligible  lor 
food  stamps,  is  a  long  time  for  a  family  to  have  to  wait  before  they 
can  get  their  food  stamps  when  they  become  needy. 

And  I'm  not  here  advocating  that  30  years  down  the  road  we 
should  still  have  a  food  stamp  program.  I  hope  that  we  don't  and  I 
hope  some  real  serious  cuts  will  be  able  to  be  made  in  the  food  stamp 
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program  at  some  point.  My  concern  is  that  we  not  get  the  cart  before 
the  norse  before  we  see  whether  all  the  changes  in  economic  programs 
are  going  to  create  more  jobs.  Give  people  a  place  to  work.  My  concern 
is  that  before  that  happens,  we  just  arbitrarily  cut  a  level  at  $1  or 
$2  billion  to  decide  to  cut  the  food  stamp  program  there,  because 
I  don't  know  what's  going  to  pick  up  the  slack  and  I'm  really  con- 
cerned about  that. 

Senator  Dixon.  Well,  I  want  to  thank  you  very  much  for  that 
testimony,  Jay,  and  to  tell  you  that  all  of  it  will  be  put  in  the  record. 
If  you  have  any  particular  case  history  or  anything  of  that  kind, 
specific  cases  that  you'd  like  to  bring  to  our  attention  to  be  reported 
to  the  Agriculture  Committee.  I  would  be  delighted  to  see  that. 

Incidentally,  one  other  point  I  might  inquire  of  you:  You  have 
the  expertise  of  having  experienced  the  operation  of  the  program  at 
the  local  level.  One  of  the  tilings  that  was  discussed  in  the  Agriculture 
Committee,  I  believe  last  week  in  connection  with  the  testimony 
from  a  variety  of  department  people,  was  the  question  of  a  cam 
containing  the  photographs  of  the  individual  applicant  to  prevent 
the  degree  of  fraud  and  abuse  in  the  system  which  is  one  of  the  things, 
of  course,  obviously,  all  of  us  believe  it  is  a  worthwhile  undertaking 
to  eliminate  the  fraud  and  abuse  in  the  system.  And  I  had  suggested 
at  that  time  that  at  least  in  our  State,  as  Secretary  of  State,  I  in- 
augurated the  photo  driver's  license  and  for  some  who  don't  drive, 
the  photo  identification  card,  which  might  be  useful  in  that  system. 
Is  that  a  viable  thing  to  suggest  that  we  do  at  the  local  level  in  insuring 
that  the  appropriate  person  is  making  the  appropriate  application, 
for  the  appropriate  remedy? 

Mr.  Wamsley.  I'm  not  sure  I'm  the  right  person  to  address  what- 
ever possible  privacy  issues  and  things  that  may  arise,  and  there's 
always  certainly  objections  like  that  that  arise  when  a  proposal 
like  that  is  made.  But  as  far  as  the  goal  of  reducing  fraud  in  the 
food  stamp  program,  I  think  most  people  who  are  participants  in 
the  food  stamp  program  agree  that  they  would  be  the  ones  to  benefit 
by  better  administration  of  the  program  and  reducing  abuse  of  it. 
I  think  that  most  recipients  would  agree  with  that,  that  to  the  ex- 
tent of  also  increasing  staff  at  the  local  food  stamp  offices,  not  just 
for  looking  for  fraud,  but  better  administration  so  less  errors  are 
made.  I  think  most  recipients  would  be  in  agreement  with  a  pro- 
posal like  that. 

Senator  Dixon.  I  suppose  one  of  the  things  I  wondered,  as  a 
matter  of  pure  curiosity,  is  why  they  just  don't  do  it  at  the  local 
level,  it  bemg  quite  obvious  most  people  do  carry  a  driver's  license 
with  their  photograph  on  it.  Someone  at  the  back  of  the  room 

STATEMENT  OP  SYLVIA  STANSBEBBY,  CHAMPAIGN,  ILL. 

Mrs.  Stansberry.  My  husband  and  I  are  legally  disabled.  I 
know  most  people  which  go  to  the  public  aid  office  and  apply  for 
food  stamps  and  medical  assistance — in  our  case,  I'm  supported 
by  my  husband's  social  security.  And  I'm  proud  to  be  a  fanner's 
daughter.  I'm  part  of  the  agriculture  sector.  I  happen  to  be,  shall 
we  say,  able  enough  yet  to  raise  a  garden.  But,  sir,  my  husband 
has  to  make  himself  sick  or  we  don't  get  enough  food  stamps,  shall 


Digitized  by 


Google 


130 

fit'.  iiv.  -y>  I  can't  cook  a  proper  diabetic  diet.  I  have  been  lectin ed 
try  -/>  tukny  (Usxon  and  by  diabetic  specialists,  and  so  on,  how  he 
-ho\i.'l  hi-.ve  thi-  and  he  should  have  that. 

We.i,  that'-,  just  fine,  but  I  get  $10  a  month  food  stamps,  sir, 
and  you  cannot  buy  a  diabetic  diet  in  the  grocery  store  nke  my 
husband  should  have.  And  I  also  have  pernicious  anemia.  Sir,  I'd 
like  you  to  try  to  live  on  food  stamps  at  S10  a  month  and  a  $400 
income.  J  sure  would. 

.Senator  Dixov.  Thank  you  very  much.  I  wonder  if  you  could  give 
us  your  name  so  we  have  it  in  the  record.  The  only  reason  I  ask  that 
Ls  if  you  don't,  the  record  won't  show  at  all  who's  made  these  remarks, 
and  I  think  they  should  be  preserved  for  the  record. 

Mrs.  .Stansberry.  OK. 

Senator  Dixon.  Do  you  mind  doing  that? 

Mrs.  Stansberry.  No;  I  do  not.  Sly  name  is  Mrs.  Sylvia  Stans- 
berry, and  my  husband's  name  is  Austin  Stansberry. 

Senator  Dixon.  Austin  Stansberry,  and  you  live  where,  ma'am? 

Mrs.  Stansberry.  We  live  at  Rural  Route  No.  1,  Champaign, 
and  I  have  a  very,  very  intense  dislike  for  people — I  have  been  in 
the  grocery  lines  and  I  see  one  woman  in  the  grocery  store,  she  bought, 
I  think,  something  like  $400  worth  of  groceries  with  food  stamps. 
And  she  wheeled  it  out  to  a  very  shiny  Imperial.  If  I  would  have 
had  something,  I  would  have  taken  her  apart.  But  I  feel,  and  I'll 
say,  our  cars  that  we  drive,  I  have  a  collection  of  old  cars,  but  they 
have  been  simplv  cars  that  have  been  unfit.  So  I  get  another  ana 
take  it  apart,  which  is  good  off  the  old  one  that's  not  fit  to  drive, 
and  put  it  on  the  other  one.  Just  recently,  I  put  a  1974  motor  in  a 
1968  Dart.  I'm  about  the  only  one  in  this  town  that's  got  a  1974-68 
Dart.  But  I  do  get  very  good  gas  mileage  from  about  here  to  Effing- 
ham, or  it's  about  to  my  home,  which  is  about  75  miles. 

But  the  point  of  it  is  if  I  can  do  it,  and  I  have  a  friend  that  does 
help  me  and  put  that  motor  in  that  car  in  his  own  private  garage, 
but  why  oh  why  can't  they  keep  track  of  the  fraua  in  the  State. 

Senator  Dixon.  We  want  to  thank  you. 

Mrs.  Stansberry.  I  reported  fraud,  but  they  didn't  do  anything 
about  it. 

Senator  Dixon.  Well,  I  want  to  thank  you  and  if  you  have  any- 
thing further  to  say  for  the  record,  we'd  be  delighted  to  have  it  later. 

I  have  several  other  witnesses  to  hear  and  we  want  to  thank  you 
for  your  remarks. 

Mrs.  Stansberry.  I  was  tried  on  food  stamp  fraud,  but  I  have  a 
friend  which  is  an  attorney  and  I  proved,  beyond  a  reason  of  a  shadow 
of  a  doubt,  I  was  not  fraudulent.  But  I  do  think  people  should  learn 
how  to  take  care  of  what  they  have  by — at  one  time  I  was  told 

Senator  Dixon.  Mrs.  Stansberry,  we  want  to  tell  you  how  much  we 
appreciate  it.  We'll  take  it  later,  but  we  have  witnesses. 

Mrs.  Stansberry.  I  have  got  this  statement  and  I'm  going  to 
sit  down  here. 

Senator  Dixon.  All  right,  thank  you. 

Mrs.  Stansberry.  They  say  you  can  go  to  the  seed  store  and  you 
can  buy  seed  with  your  food  stamps.  Well,  that's  false,  you  can't. 

Senator  Dixon.  Thank  you.  Thank  you,  and  thank  you  veiy 
much,  Jay.  And  I  want  to  thank  you,  Ms.  Wright. 
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We  have  Rev.  Gregg  Skiba,  from  the  United  Church  of  Christ, 
from  Elgin;  and  Maureen  Rogman  of  the  National  Organization 
for  Women  on  Nutrition;  and  after  that,  State  representative,  Helen 
Satterthwaite. 

Then  let  me  s^  that  Rev.  Gregg  Skiba,  Rev.  Richard  Wood  is 
here  and  Kathy  Howell  is  here.  Do  we  have  it  correct? 

STATEMENT  OF  KATHY  HOWELL,  DIRECTOK,  KTTHLEB  UNITED 
METHODIST  OUTEEACH  MINISTRIES,  SPBINGEIELD,  ILL. 

Mrs.  Howell.  I'm  Kathy  Howell  and  I'm  the  director  of  the 
Kumler  United  Methodist  Outreach  Ministries  in  Springfield,  111. 
We  are  ministries,  which  deal  with  many  different  programs  to 
particularly  help  low  income  families,  and  one  of  the  things  we  have 
is  a  food  pantry  there. 

Through  the  years,  it's  grown  considerably  because  of  the  needs 
and  we  have  seen  a  big  increase  in  the  need,  particularly  in  the  last 

?rear.  We  have  seen  it  double  in  the  last  year.  Particularly,  we  help 
amilies,  many  of  whom  have  applied  for  food  stamps.  We  help  for 
a  3-day  period  until  they're  able  to  get  emergency  food  stamps.  We 
are  concerned  that  maybe  that  might  be  one  of  the  cuts,  the  emer- 
gency food  stamps.  People  cannot  get  food  stamps  right  away  and 
the  90  days,  when  they're  looking  at  their  back  income,  could  be  a 
real  crisis  situation  for  many  famines. 

We  only  provide  3  days  worth  of  food.  What  will  these  families 
do  if  they  can't  get  food  stamps?  They'll  be  completely  without, 
because  we  only  provide  3  days  of  food.  Even  with  providing  3  days 
of  food,  our  pantry  alone  gave  out  $1,500  worth  of  food  each  month 
in  the  last  3  months,  ana  have  assisted  over  600  individuals  with 
the  emergency  food  needs.  We  assist  a  lot  of  children,  and  we  get  a 
lot  of  referrals  from  the  Department  of  Child  and  Family  Services 
and  other  agencies.  Our  concern  is  that  we,  the  religious  community, 
and  the  private  sector,  cannot  take  these  people  on  if  the  food  stamps 
are  cut  severely.  There's  just  no  way  possible.  We  are  doing  all  we 
can  do  now.  All  over  the  State,  it's  the  same  situation  in  all  our  food 
pantries. 

But  there's  a  real  concern  that  the  private  sector  is  not  support- 
ing these  programs  like  they  did  because  many  of  them  are  hurting 
too  with  the  high  cost  of  food  in  the  economy  the  way  it  is  right  now. 
So  our  real  concern  is  who  is  going  to  feed  these  hungry  people? 
And  it's  evident  that  it's  going  to  happen  if  the  cuts  are  severe. 

Senator  Dixon.  Well,  let  me  say  the  one  point  you  bring  up  about 
the  emergency  need  is  one  that's  very  interesting  to  me.  I  don  t  know 
if  David  or  Scott,  my  friends  in  staff  here,  recall  any  of  the  testimony 
in  the  committee.  The  retroactive  nature  of  the  calculations  is  design- 
ed to  prevent  people  from  working  at  a  good  job,  at  substantial  pay 
right  up  to  the  day  that  they  are  not  working  and  then  coming  in 
and  applying  for  food  stamps.  That's  candidly  what  it  addresses,  if 
I  state  the  case  in  brief. 

She's  just  talking  about  individual  cases  of  an  emergency  need. 
I'll  tell  you  the  pomt  you  make  there  is  an  important  one  that  I 
would  like  to  have  my  folks  remember  when  we  get  back  to  Washing- 
ton, because  I  don't  recall  that  having  been  raised.  One  of  the  in- 
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teresting  things  you  find  when  you  talk  with  folks  in  the  field  that 
are  actually  working  with  the  problem  as  a  direct  matter,  is  they 
bring  up  questions  of  this  kind  that  we  don't  discuss  in  Washington. 

I'll  make  it  a  point  for  Scott  and  David  to  remember  when  we  get 
get  back,  to  raise  the  question  of  what  you  do  in  these  emergency 
cases.  That's  an  important  question.  You're  talking  about  what  you 
perceive  to  be  absolutely  meritorious  cases? 

Mrs.  Howell.  Cases  where  there  is  no  food  in  the  home,  no  money, 
they'll  go  without. 

Senator  Dixon.  I  certainly  thank  you  for  raising  that  important 
point,  and  it's  one,  I  assure  you,  that  will  be  brought  back  to  Wash- 
ington to  the  committee  for  their  evaluation.  I  didn't  mean  to  in- 
terrupt. I  don't  know  if  you  concluded? 

Mrs.  Howell.  It's  just  the  concern  that  in  these  cases,  you  know, 
what  will  happen  to  these  people,  because  if  that  emergency  assistance 
isn't  available  fairly  soon,  you're  talking  about  a  long  period  of  time 
for  many  of  these  people,  and  it's  a  real  concern,  of  course,  because 
we  can't  help  them  that  long  of  a  period  of  time. 

Senator  Dixon.  Well,  I  can  assure  you  we'll  look  into  that  question 
at  once. 

Mrs.  Howell.  OK,  thank  you. 

Senator  Dixon.  Thank  you  very  much.  Yes,  Reverend? 

STATEMENT  OF  REV.  RICHARD  WOOD,  ILLINOIS  CONSORTIUM 
ON  GOVERNMENTAL  CONCERNS,  ILLINOIS  CONFERENCE  OF 
CHTJECHES,  SPEINGFIELD,  ILL. 

Reverend  Wood.  A  just  wanted  to  summarize.  Our  testimony 
is  already  a  part  of  the  record.  I'm  Richard  Wood  with  the  Illinois 
Conference  of  Churches,  composed  of  21  religious  groups  in  Illinois 
and  we  do  call  for  a  full  funding  of  the  food  stamp  program. 

We  call  for  full  funding  for  many  of  the  reasons  that  have  already 
been  stated.  We  call  for  it  for  many  of  the  reasons  that  Kathy  Howell 
has  shared  with  you.  There  is  an  assumption  that  as  the  Federal 
Government  pulls  back  from  full  funding  of  the  program,  the  pri- 
vate sector,  and  particulary  the  religious  community  could  be 
there  to  fill  the  void.  Kathy  has  shared  with  you  already  that  this 
is  not  possible,  and  that  is  the  experience  around  the  State. 

In  Chicago,  53  church  food  pantries  are  reporting  food  distribu- 
tion statistics  to  the  Church  Federation  in  Chicago  for  1980  and 
1981.  During  1980,  53  church  pantries  were  able  to  distribute  food 
to  151,000  people,  but  had  to  turn  away  9,000  because  they  ran 
out  of  food.  January  1981,  these  pantries  served  11,300  people, 
but  again  they  ran  out  of  food  ana  over  1,000  persons  haa  to  be 
turned  away.  That  same  thing  happened  in  Rockford,  too.  In  Jan- 
uary of  1981,  they  served  900  persons  which  was  not  great,  perhaps, 
compared  to  Chicago,  but  that  was  the  greatest  number  that  they 
had  ever  served. 

Down  in  Belleville,  the  coordinator,  the  Catholic  urban  program 
for  the  Diocese  of  Belleville  tells  me  that  comparing  the  demands 
for  1980  over  the  previous  year,  they  had  an  increase  of  41  percent. 
He  said  that's  wnat  happens  when  unemployment  compensation 
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runs  out  and  they're  just  beginning  to  face  increasing  pressure  and 
stress. 

We  in  the  religious  community  have  come  to  affirm  that  the  right 
to  food  and  the  right  to  a  balanced  and  nourishing  diet  is  a  basic 
right  for  all  of  us.  It's  a  right  though  that  the  religious  community 
cannot  be  expected  to,  by  itself,  respond  to.  We  don't  have  the 
resources  that  would  enable  that.  It's  a  right  that  should  be  shared 
economically  by  each  and  every  citizen  of  our  Nation  and  of  our 
State.  So  that  means  the  Federal  Government  becomes  the  vehicle 
for  insuring  that  right,  and  we  call  on  that  Government  to  fully 
respond. 

We,  in  the  religious  community,  affirm  that  the  measure  of  the 
well-being  of  the  society  is  not  in  terms  of  how  those  on  top  are 
treated,  but  rather  in  terms  of  how  those  on  the  bottom  are  treated. 
And  if  those  on  the  bottom,  if  the  low-income  people  of  our  Nation 
are  treated  poorly  and  in  a  way  that  undercuts  their  basic  rights, 
then  we  are  all  demeaned  by  such  insensitivity.  We  do  encour- 
age you  to  fully  support  this  program  and  the  nutrition  programs 
of  our  Federal  Government.  Thank  you. 

Senator  Dixon.  We  thank  you  very  much,  Reverend,  and  you, 
Kathy,  and  may  I  say  if  either  you  or  the  Reverend  have  anything 
further,  anything  you'd  like  to  send  in  the  way  of  statistics,  individual 
cases  you're  aware  of  or  other  things,  you  can  do  it  by  writing  me, 
Senator  Alan  Dixon,  456  Russell  Building,  Washington,  D.C. 

Reverend  Wood.  I'll  encourage  Reverend  GreggSkiba  to  do  that. 
He  must  have  got  waterlogged  between  there  and  Elgin. 

Senator  Dixon.  I  thank  you  both  for  coming.  We  are  greatly  ap- 
preciative of  your  time. 

We  have  one  more  witness,  and  then  we  are  going  to  hear  from 
State  Representative  Helen  Satterthwaite. 

Maureen  Rogman  of  the  National  Organization  for  Women? 
Is  Maureen  Rogman  here?  OK,  thank  you  very  much. 

Those  are  the  scheduled  witnesses  on  our  field  hearing  list,  and 
we  have  here  Representative  Helen  Satterthwaite,  an  old  friend 
of  mine  from  my  clays  in  the  State  government.  We  are  delighted  to 
see  her  here.  She's  a  great  representative  from  the  people  of  her 
district  and  our  State,  and  we  look  forward  to  her  testimony.1 

Ms.  Satterthwaite.  May  I  ask  an  intern  in  my  office,  Phyllis 
Davis,  to  come  up  with  me,  please? 

Senator  Dixon.  Please  do,  Helen. 

STATEMENT  OF  HON.  HELEH  SATTERTHWAITE,  AH  UIIHOIB 
STATE   REPRESENTATIVE,   ACCOMPANIED   BY   PHYLLIS   SATIS 

Ms.  Satterthwaite.  We  thank  you,  first  of  all,  Senator  Dixon, 
for  bringing  a  hearing  of  this  sort  to  central  Illinois.  I  think  it's  par- 
ticularly appropriate  for  an  agricultural  portion  of  the  country  such 
as  we  have  here,  to  be  one  of  the  locations  chosen  for  hearings  of 
this  sort.  And  we  congratulate  you  on  your  assignment  on  the  Agri- 
culture Committee,  and  hope  that  will  nave  good  things  in  the  future 
for  us. 


1  See  p.  309  for  the  prepared  gt»temeptof  Ms.  8attertJiw*lte. 
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I  come  not  only  as  a  member  of  the  legislature  representing  this 
district,  but  also  as  an  emissary  from  the  Conference  of  Women 
Legislators.  We  have  grown  in  size  now  to  where  we  have  a  formal 
organization  of  the  women  who  are  members  of  the  Illinois  Legis- 
lature and  I  bring  some  comments  from  some  of  them  as  well  as  from 
my  own  initiative. 

We  are  concerned  that  additional  cutbacks  in  the  food  stamp 
program  now  may  be  premature.  As  we  understand  it,  the  cuts  that 
were  implemented  in  1980,  in  fact,  have  a  number  of  provisions  that 
should  cut  back  substantially  in  the  cost  of  the  program.  A  figure 
that  I  have  received,  something  like  $750  million  annually  will 
already  be  realized  by  those  cutbacks  which  are  already  in  effect. 

These  efforts  include  going  to  an  annual  inflation  adjustment 
rather  than  the  biannual  one ;  to  go  to  lower  limits  on  net  income 
so  that  a  family  of  four  with  an  income  of  $7,450  a  year  would  be 
the  top,  rather  than  the  $8,200  in  the  past;  and  that  the  families 
would  have  a  lower  level  of  assets  reducing  that  level  from  $1 ,750  to  $1 ,500 
except  for  the  elderly;  and  we  also  approve  the  fact  that  there  are 
some  plans  for  administrative  changes  that  we  would  hope  would 
reduce  fraud  and  error.  With  those  savings,  we  feel  that  it  may  be 

Erecipitous  to  go  into  additional  cuts  right  now  before  we  really 
ave  a  chance  to  assess  the  impact  of  what  those  changes  will  mean 
to  us,  particularly  in  a  time  of  economic  crisis.  If  we,  in  fact, 
go  to  a  system  where  we  are  talking  about  gross  income  and  we  make 
no  allowances  for  people's  medical  needs  or  the  various  costs  of  housing 
depending  on  the  region  of  the  country  in  which  they  live,  we  may, 
in  fact,  be  imposing  some  extreme  hardships  on  people  who  simply 
cannot  make  it  without  this  kind  of  assistance. 

And  we  are  particularly  concerned  about  what  will  happen  if  we 
are  doing  something  that  jeopardizes  food  stamps  for  a  very  needy 
family  because  of  the  food  that  their  children  get  while  they're  in 
the  school  lunch  programs.  We  feel  that  these  may  be  efforts  that 
are  pennywise  and  poundfoolish.  Studies  seem  to  indicate 
that  the  food  stamp  program  has,  in  fact,  helped  to  address  that  gap 
between  the  low-income  and  the  high-income  person,  so  that  most 
people  in  the  country  can  have  a  nutritious  diet  now. 

We  think  that  was  a  big  step  forward  and  we  would  hate  to  see 
that  kind  of  a  change  in  the  philosophy  of  our  society  come  about 
and  reverse  that  trend.  If,  in  fact,  the  lack  of  a  nutritional  diet  means 
that  more  people  will  be  having  greater  health  problems  in  the  fu- 
ture, we  may  find  that  we  are  paying  much  more  as  a  result  of  the 
shortsightedness  of  cuts  now  that  may  unduly  endanger  the  fact 
that  people  can  have  a  nutritious  diet.  Even  more  importantly, 
I  think,  as  far  as  the  Conference  of  Women  Legislators  is  concerned, 
is  our  concern  about  the  women  and  infant  and  children  nutrition 

1>rogram.  We  are  pleased  that  the  Senate  has  taken  some  action  that 
ooks  as  though  that  program  may  be  spared.  But  we  would  urge 
you  to  be  well  aware  of  the  fact  that  that  program  has  helped  many 
children  to  get  a  very  necessary  early  start  in  life  that  prevents 
them  then  from  being  a  handicapped  child  whom  we  have  to  sup- 
port as  a  society  for  the  rest  of  their  lives. 

Currently  in  Illinois,  we  have  about  83,000  people  participating  in 
that  program.  It's  anticipated  that  that  would  be  cut  by  at  least  12 
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Eercent  down  to  a  level  of  about  75,000  people  participating.  That  is 
ad  enough,  but  the  other  statistic  I  have  is  that  there  are  about 
200,000  people  within  the  State  who  should  be  receiving  those 
services.  The  program  is  only  available  in  selected  parts  of  the  State, 
and  while  we  had  hoped  that  the  program  would  instead  be  expanded 
so  that  it  would  be  available  statewide,  it  looks  as  though,  in  fact, 
it's  endangered  and  will  be  less  available  than  it  has  been  in  the  past. 
With  that,  I  would  like  for  Phyllis  Davis,  who's  been  working  as 
an  intern  in  my  office  this  semester  while  she's  finishing  her  program 
to  become  a  social  worker,  to  give  some  indication  of  what  it  has 
meant  to  her  and  her  family  to  be  able  to  take  advantage  of  some  of 
these  programs. 

Senator  Dixon.  Thank  you,  Helen.  Phyllis  Davis,  we  are  de- 
lighted to  have  you  here,  and  may  the  record  show  your  address  and  so 
forth.  If  you  will  fill  out  one  of  those  slips  at  the  conclusion  of  your 
remarks,  we'd  appreciate  it  very  much. 

STATEMENT  OF  PHYLLIS  DAVIS,  BAHT0UL,  ILL. 

Ms.  Davis.  Thank  you,  sir.  I  am  a  mother  of  three  children.  I  came 
out  of  a  divorce  6  years  ago  after  being  a  battered  wife.  My  young- 
est son  was  dying  at  that  time  and  my  husband  was  walking  out 
on  me.  At  that  specific  time,  I  was  mentally  torn  to  pieces;  my  life 
was  shattered.  I  had  nothing  to  go  for.  The  jobs  that  I  could  get  were 
very  menial.  I  worked  at  the  Chanute  Air  Force  Base  BX  and  was 
receiving  $135  every  2  weeks.  I  came  from  a  middle-class  family  and 
I  knew  that  I  did  not  want  to  stay  in  that  situation.  But  I  knew  that 
I  needed  help. 

At  the  time  of  my  divorce,  my  lawyer  advised  me  to  go  on  to  the 
welfare  system,  because  he  said  my  husband  would  not  pay  the  child 
support,  and  even  if  he  did,  it  was  not  enough  to  support  the  children; 
$120  a  month  for  three  kids  does  not  support  them. 

At  the  present  time,  I'm  working  on  a  degree  to  get  out  of  welfare. 
I  am  one  of  a  minority  of  the  welfare  recipients,  but  they  don't 
have  the  same  choices  as  I  did.  Because  I  am  able  to  seek  out  resources, 
I  was  able  to  find  a  way  to  get  out  of  the  welfare,  knowing  that  you 
just  don't  walk  off  of  welfare,  you  have  to  jump  out  of  it.  During 
this  time,  my  youngest  son  has  gone  through  open  heart  surgery 
and  came  close  to  death  twice.  My  other  son  came  close  to  losing 
his  legs  to  an  infection.  In  the  past  5  years  that  I  have  been  trying 
to  find  my  way  through  the  educational  system  starting  at  the  age 
of  past  35  and  at  the  present  38,  I'm  very  much  scared,  because  jods 
are  not  available,  that  would  support  my  kids.  I  want  out  of  the 
system.  I  want  to  do  it  myself.  I  Know  I  have  the  capabilities,  but 
I  don't  see  society  helping  me  with  that. 

Since  I  have  been  m  the  educational  system,  I  have  found  that 
every  loan  I  tried  to  get  to  pay  for  my  education,  every  grant  that 
I  sought  out,  cost  me  dearly  in  food  stamp.  The  funds  available  to 
students,  are  limited  to  the  estimate  cost  of  attending  the  institution, 
Parkland  College  or  to  the  University  of  Illinois.  And  then,  even 
that  is  a  fraction  of  what  it  actually  costs.  All  loans  and  grant  money 
are  being  cut  out  of  my  food  stamps.  At  the  present  time,  my  children 
and  I  have  been  living  off  $91  worth  of  food  stamps  a  month.  I  re- 
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ceived  $368  on  my  grant  money.  My  rent  is  $185,  my  utilities  are 
$35  and  above  all  else,  including  gas?  gasoline  comes  out  of  the  money 
of — my  educational  loans  are  specifically  for  my  education.  Butt 
found  that  I  had  to  use  it  for  food.  My  children  come  down  sick 
very  often.  They  are  not  healthy  because  they  have  not  been  able 
to  get  a  nutritious  balanced  diet  and  I'm  a  smart  enough  woman 
and  educated  enough  to  know  how  to  do  that.  But  I  cannot  afford  it. 
I,  myself,  end  up  losing  time  in  classes  and  in  work  because  I  don't 
eat  when  my  children  are  going  hungry.  They  get  the  food  that  I 
have  for  myself. 

I  think  it's  an  important  fact  that  here  I  am  an  educated  woman. 
I  have  years  of  college  behind  me.  I  have  been  able  to  make  it  through 
the  system  which  I  have  to  say  is  very  difficult  with  three  children. 
But  there's  women  out  there  that  don't  have  the  choice,  and  when 
they  take  the  job,  they  get  hurt  and  they  get  hurt  by  the  very  system 
that  says  they  are  going  to  help  you. 

You  can't  take  your  husband  to  court  because  it  costs  you.  My 
husband  sat  in  the  State  for  3  years  and  welfare  did  not  go  after 
him,  maybe  because  he  wasn't  making  enough  money  or  whatever. 
But  he  is  now  remarried  and  has  another  child  and  he's  out  of  the 


I  didn't  ask  for  that.  But  more  importantly,  my  kids  do  not  de- 
serve this.  I  want  a  better  life  for  them  and  I  am  willing  to  fight 
for  that. 

At  the  same  time,  there's  many  women  who  don't  even  have  the 
choices  I  have  got.  Thank  you. 

Senator  Dixon.  Well,  I  want  to  thank  you  very  much  for  that 
moving  statement,  and  I  know  I  express  a  view  of  everyone  here, 
when  we  express  our  concern  for  the  tragedies  you  have  suffered, 
and  I  want  to  congratulate  you  on  the  spunk  and  spirit  you  have 
shown  in  trying  to  improve  your  lot  and  the  lots  of  your  children. 

I  think  it's  a  dramatic  example  of  what  literally  thousands  of 
people  do  in  this  country  too,  contrary  to  what  people  believe,  to 
move  out  of  the  welfare  system,  and  you're  to  be  congratulated. 
I  know  we  are  all  moved  by  your  efforts.  I  want  to  thank  Helen 
for  bringing  you  here. 

Ms.  Satterthwaite.  I  think  we  can  emphasize  when  a  person 
gets  involved  in  more  than  one  program,  what  frequently  happens  is 
that  one  program  is  counterproductive  in  another  area.  And  as  Phyllis 
has  said,  the  fact  that  she  gets  some  rent  money  to  help  her  through 
school  ends  up  in  taking  food  out  of  the  mouths  of  her  children. 
They  are  in  a  school  lunch  program  which  is  of  some  help.  But  even 
with  that,  with  $91  a  month,  you  cannot  feed  four  people  adequately. 
And  the  other  alternative,  as  Phyllis  mentioned,  is  for  her  to  take 
that  then  from  the  money  that's  supposed  to  be  reserved  for  her 
education.  It  gets  to  a  point  where  it's  a  self-defeating  kind  of  process 
when  one  program  works  against  another  program. 

And  anythmg  that  you  can  do  to  help  address  that  would  be 
appreciated. 

Senator  Dixon.  Helen,  I  thank  you  very  much  for  coming  and  I 
would  urge  you,  if  you  have  anything  further  to  send  to  us  to  be  placed 
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in  the  record,  to  do  so.  I  greatly  appreciate,  Phyllis,  that  you  would  come 
along  and  give  us  the  benefit  of  your  own  personal  experience.  It's 
been  very  helpful  to  us.  It  will  go  into  the  record  and  be  taken  to  the 
committee  in  Washington,  and  I'm  sure  it  will  be  a  very  meaningful 
thing  for  everyone  there.  Thank  you  so  much  for  coming. 

We  have  two  more  witnesses  who  have  asked  to  be  heard.  And  we 
are  going  to  hear  them  now,  and  then  if  anyone — may  I  say  this  first 
of  all. 

If  there's  anyone  in  the  room  who  does  not  have  an  opportunity  to  be 
heard  in  the  limited  time  we  have  left,  who  would  like  to  leave  any 
information  with  us  for  the  committee,  let  me  again  say  that  I  am 
Senator  Alan  Dixon,  my  address  is  456  Russell  Building,  Washington, 
D.C.  20510.  But  if  you  didn't  rememb.r  that,  it  will  get  to  me.  It  you 
just  wrote  Senator  Dixon,  Washington,  D.C.,  believe  it  or  not,  it 
would  probably  get  to  me.  Send  any  information  you  have.  We  would 
be  delighted  to  have  your  thoughts,  as  we  consider  the  farm  bill,  the 
Food  I<  ood  Stamp  Act,  and  all  of  the  things  relative  to  the  matters  of 
concern  to  all  of  you  that  have  been  here  today. 

I  would  like  to  call  now  to  the  witness  stand  to  be  heard,  Mr. 
Joseph  P.  Ahearn,  Bread  for  the  World,  Champaign.  Joe,  we're  glad  to 
have  you  here. 

Mr.  Ahearn.  Good  afternoon,  Senator  Dixon.  Thank  you  very 
much  for  allowing  me  to  be  added  on  to  the  list. 

Senator  Dixon.  Absolutely. 

Mr.  Ahearn.  I  have  a  prepared  statement  that  I  want  to  select 
certain  portions  to  keep  my  presentation  to  you  short. 

Senator  Dixon.  Select  whatever  portions  you  want  to,  Joe,  and 
then  if  we  could  have  the  whole  thing,  I  would  like  to  insert  the  whole 
thing  in  the  record  and  the  entirety  of  it  will  be  reproduced.1 

STATEMENT  OF  JOSEPH  A.  AHEABH,  COORDINATOR, 
BBEAD  FOB  THE  WORLD 

Mr.  Ahearn.  My  name  is  Joseph  P.  Ahearn.  I  live  at  2511  Lawn- 
dale  Drive,  Champaign.  I  am  the  21st  Congressional  District  coordi- 
nator of  the  Bread  for  the  World. 

Bread  for  the  World  is  a  Christian  citizens  movement  whose  mem- 
bers seek  government  policies  that  address  the  basic  causes  of  hun- 
ger at  home  and  abroad.  Our  executive  director  is  Arthur  Simon, 
the  brother  of  your  southern  Illinois  colleague  Representative  Paul 
Simon.  Our  president  is  Bishop  Thomas  J.  Gumbleton  of  Detroit. 
One  of  our  board  members  is  your  colleague,  Ssnator  Mark  Hatfield. 

I  would  like  to  offer  testimony  today  in  regard^  to  the  adminis- 
tration's proposed  cuts  in  the  food  stamp  and  child  nutrition  pro- 
grams. 

The  administration  is  proposing  to  reduce  food  stamp  benefits 
sharply  for  families  with  children  eligible  for  school  lunches.  Bene- 
fits would  be  cut  by  about  $12  per  month  for  each  low-income  child. 
This  is  more  than  25  percent  of  the  average  monthly  per  person 
food  stamp  benefit,  and  this  would  especially  hurt  single  mothers 
with  children  who  are  already  among  the  poorest  food  stamp  re- 

1  See  p.  310  for  the  prepared  statement  of  Mr.  Ahearn. 
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cipients.  Bread  for  the  World  opposes  these  benefit  reductions  for 
the  following  four  reasons. 

Food  stamp  and  school  lunch  benefits  are  not  duplicative;  they 
do  not  provide  four  meals  a  day.  This  provision  is  regressive  and  it 
hurts  the  poorest  of  the  poor.  The  hardship  would  even  be  greater 
due  to  the  impact  of  other  provisions  being  proposed  by  the  admin- 
istration. What  I  mean  by  this  is  other  proposed  cuts  would  also  hit 
these  same  households.  For  instance,  the  proposed  $1  billion  medicaid 
reduction  will  lead  many  States  to  withdraw  medicaid  coverage 
for  a  number  of  medical  services  such  as  prescriptions,  eyeglasses, 
et  cetera.  In  Illinois  alone  these  reductions  will  amount  to  $71  million 
if  the  Illinois  Department  of  Public  Aid  proposed  budget  is  adopted. 
Poor  AFDC  families  in  many  States  would  be  hit  simultaneously 
with  a  loss  of  several  hundred  dollars  in  food  stamps,  the  need  to 
pay  for  these  medical  services  for  the  children  out  of  their  own  ex- 
tremely low  income,  and  a  decline  of  10  percent  or  more  in  real 
income  due  to  the  lack  of  any  cost-of-living  adjustment  in  AFDC 
payments  despite  rapidly  rising  heating  bills  and  increases  in  other 
living  costs. 

And  finally,  this  is  a  very  difficult  proposal  to  administer.  This 
proposal  flies  in  the  face  of  the  administration's  stated  intent  to 
streamline  and  simplify  program  administration.  Simply,  Bread  for 
the  World  opposes  eliminating  the  inflation  adjustment  in  deductions 
for  the  following  three  reasons: 

One,  this  cut  would  hurt  all  households,  including  the  very  poorest. 

Two,  the  cut  is  inconsistent  with  the  basic  purpose  and  design  of 
the  food  stamp  program.  The  basic  premise  of  tne  food  stamp  pro- 
gram is  that  low-income  families  should  be  able  to  afford  the  thrifty 
food  plan,  the  least  expensive  diet  the  USDA  has  devised.  It  takes 
into  account  what  a  family  would  be  expected  to  spend  for  food  out 
of  its  own  income  and  provides  in  stamps  the  difference  between 
this  amount  and  the  cost  of  the  thrifty  food  plan. 

Three,  food  stamp  families  are  already  worse  off  than  several 
years  ago  due  to  inflation.  In  Illinois,  the  buying  power  of  public 
aid  grant  plus  food  stamps  now  buys  less  than  half  of  what  the  grant 
plus  bought  only  6  years  ago. 

Senator  Dixon,  I'm  going  to  enclose  a  copy  of  the  pamphlet  en- 
titled "The  Continuing  Illinois  Welfare  Scandal,"  which  provides 
much  documentation  of  the  Illinois  situation. 

Senator  Dixon.  That  pamphlet  will  be  reproduced  in  the  record.1 

Mr.  Auearn.  And  three,  Bread  for  the  World  opposas  basing 
eligibility  and  benefits  on  income  during  a  period  prior  to  the  appli- 
cation rather  than  on  current  needs.  This  would  seriously  hurt  the 
family  with  a  sudden  loss  of  income,  because  its  breadwinner  is  laid 
off  or  because  the  husband  deserts  or  cuts  off  child  support.  The 
family  could  have  to  wait  1  to  3  months  before  being  able  to  receive 
any  food  stamps  despite  being  destitute  in  the  meantime. 

And  finally,  in  cnild  nutrition  programs,  the  administration  has 
proposed  a  30-percent  cut  or  about  $300  million.  Bread  for  the  World 
opposes  this  reduction  and  applauds  you  and  the  Senate's  resto- 
ration of  this  cut.  If  this  cut  were  to  be  enacted,  as  you  know,  the 

*  Seo  p.  314  for  a  reprint  of  the  pamphlet  entitled  "The  Continuing  Illinois  Welfare 
Scandal/' 
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number  of  women,  infants  and  children  served  would  be  reduced 
by  nearly  700,00  individuals.  Nutritional  deficiencies  during  preg- 
nancy or  during  early  childhood  can  lead  to  lasting  damage  to  a 
child's  mental  and  physical  development.  We  strongly  support  the 
programs  for  these  and  the  following  reasons: 

The  program  has  a  striking  record  of  success.  Of  all  the  programs 
in  the  Federal  Government,  few,  if  any,  are  supported  by  so  im- 
pressive a  body  of  medical  evidence.  A  series  of  studies  show  that  the 
Erogram  results  in  significant  reductions  in  the  incidence  of  low 
irth  weight  infants,  reduces  anemia,  and  reduces  infant  mortality 
rates. 

The  program  is  cost  effective.  As  noted,  it  decreases  the  hospital 
costs  for  low  birth  weight  infants.  Also,  by  reducing  the  incidence 
of  birth  defects,  it  reduces  costs  in  subsequent  years  in  medicaid, 
special  education  and  disability  payments. 

And  third,  cutting  the  program  certainly  harms  the  truly  needy. 
WIC  recipients  are  low  income  and  must  be  found  to  be  at  nutritional 
risk  by  a  competent  medical  professional.  The  program  is  generally 
operated  at  health  clinics  which  make  health  care  and  nutrition 
education  available  in  addition  to  the  prescription  food  packages. 

And  finally,  Bread  for  the  World  opposes  the  elimination  of  the 
summer  food  program.  We  oppose  the  total  elimination  of  this  pro- 
gram for  the  following  reason:  The  program  gives  food  to  poor  youth 
who  might  otherwise  go  without  nutritious  lunches  this  summer. 

Finally,  Senator  Dixon,  I  would  like  to  present  to  you  some  testi- 
mony on  the  effects  of  the  food  stamp  program  on  the  Illinois  economy. 
The  information  in  this  section  was  initially  prepared  by  the  Com- 
munity Nutrition  Institute.  And  without  reading  this  full  testimony, 
I  might  add  that  currently,  approximately  927,000  residents  of 
Illinois  receive  food  stamp  benefits.  Approximately  1,207,000  resi- 
dents are  eligible  to  receive  the  benefits.  Food  stamp  benefits  for 
these  recipients  total  $34  million  each  month  or  $408  million  per  year. 
This  money  is  spent  in  Illinois  food  stores  and  supermarkets  who 
order  more  goods  from  wholesalers  and  producers  who  in  turn  buy 
more  food  directly  from  farmers.  This  effect  is  on  retailers  as  well 
as  on  the  farmers  themselves. 

The  administration  is  currently  considering  plans  to  cut  the  food 
stamp  program  by  about  $2  billion.  A  cut  of  this  magnitude  would 
mean  that  the  low-income  families  already  pressed  to  meet  demands 
in  other  segments  of  the  economy,  would  not  be  able  to  substitute 
cash  for  the  loss  of  food  stamps.  Naturally,  food  sales  would  drop 
by  $1.8  billion  and  farm  sales  by  $720  million. 

The  effects  in  Illinois  would  be  a  loss  of  an  additional  $40.8  million 
in  food  sales  and  a  drop  in  farm  sales  of  $21.6  million  each  year. 
Illinois  will  lose  $6.8  million  in  food  stamp  benefits  each  month. 

Thank  you  very  much  for  your  time,  Senator. 

Senator  Dixon.  Joe,  it's  good  to  see  you  again.  We  thank  you  for 
giving  of  your  time,  for  giving  this  committee,  the  U.S.  Senate  Com- 
mittee on  Agriculture,  Nutrition,  and  Forestry,  your  points  of  view. 
The  graphs  that  you  have  and  everything  that  you  have  there,  you 
give  to  the  court  reporter  and  it  will  be  fully  reproduced  in  the  record. 

Mr.  Ahearn.  Thank  you  very  much,  Senator. 

Senator  Dixon.  I'll  give  that  to  Scott  here  or  to  somebody,  Joe. 
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May  I  say,  for  the  benefit  of  the  court  reporter,  I  wasn't  picking 
on  her  when  I  said  we  could  stop  for  a  minute  and  catch  up.  We 
were  going  so  fast.  We  have  one  more  witness  and  then  I  will  have 
some  concluding  remarks  and  I  want  to  thank  you  all  in  advance 
for  the  courtesy  you  have  given  us  in  coming  here  today  and  your 
kind  attention. 

Mr.  William  E.  Rowe,  of  the  Illinois  Chapter  of  American  Agri- 
culture Movement,  who  has  just  gotten  here,  would  like  to  be  heard 
very  briefly.  Mr.  Rowe? 

Bill,  it's  nice  to  have  you  here,  and  you  have  been  here  all  day. 
I  shouldn't  say  you  just  got  here.  You've  just  been  patient. 

STATEMENT  OF  WILLIAM  ROWE,  ILLINOIS  CHAPTER, 
AMERICAN  AGRICULTURE  MOVEMENT 

Mr.  Rowe.  I'm  almost  glad  I  had  to  wait,  because  so  much  of  the 
testimony  I  heard  here  this  afternoon  has  allowed  me  to  gain  quite 
a  bit  of  wealth  of  information  and,  accordingly,  it  further  serves 
the  purpose  of  my  being  here  in  the  first  place  today.  Seems  to  me, 
after  hearing  the  testimony  that  I  have  this  afternoon,  that  we  have 
got  a  pretty  sick  country  and  it  needs  help. 

First  of  all,  let  me  start  by  saying  that  any  reference  in  my  testi- 
mony that  I  make  toward  politicians  or  economists  as  a  whole, 
is  not  necessarily  meant  to  be  pointed  at  you  folks,  directly. 

Senator  Dixon.  Bill,  I  won't  take  exception  as  to  politicians.  I  can't 
speak  for  the  economist  over  here.  If  he  looks  hurt,  why  that's  his 
problem. 

Mr.  Rowe.  My  name  is  Bill  Rowe.  I'm  past  secretary  of  the 
Illinois  Chapter  of  American  Agriculture  Movement,  and  presently 
vice  chairman  of  the  legislative  committee  of  this  100-percent  farmer 
organization.  I'm  also  a  director  on  the  board  of  the  Bethany  Grain 
Co.  in  Moultrie  County,  where  farmers  harvest  over  170,000  acres 
of  corn  and  soybeans  each  year.  I  must  admit  that  I'm  very  appre- 
hensive about  appearing  before  you  because  I  fear  that  the  message 
I'll  convey  to  you  will  once  again  go  unheeded,  as  it  has  in 
Washington,  D.C.,  for  the  past  3  years. 

Our  message  has  not  been  addressed  because,  basically,  Washington 
politicians  are  not  nearly  as  concerned  about  doing  what  is  correct  as 
they  are  about  doing  what  will  bring  them  the  most  votes  at  election 
time.  Liberalism,  which  is  in  its  height  of  glory  in  modern-day  United 
States,  is  brought  about  and  serviced  by  high  interest  rates,  which 
cause  high  inflation  through  higher  costs  for  the  productive  sector, 
which  causes  high  unemployment,  which  causes  the  need  for  more 
federally  funded  programs,  which  forces  more  voters  onto  a  nonpro- 
ductive Federal  dole,  which  buys  the  liberal  politicians  votes  and 
completes  the  circle. 

I'm  well  aware  of  the  fact  that  we  have  a  new  President  who  has 
just  pledged  to  cut  taxes  and  Government  spending.  But  he  is  just 
that,  a  President,  not  a  king,  and  he's  going  to  need  a  tremendous 
amount  of  pro-American  support  from  both  Houses.  We  need  to 
address  our  problem  head  to  head,  and  I  do  not  feel  that  cutting 
back  taxes  and  Government  spending  addresses  our  problem  head  to 
head.  It  is  a  help  but  this  is  another  backdoor  bandaid  approach  for 
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which  our  Federal  Government  officials  are  so  famous.  What  has 
repeatedly  caused  havoc  throughout  our  Nation  is  not  necessarily 
high  taxing  rates.  What  causes  our  problem  is  taxes  based  on  inflation. 

President  Reagan  recently  said,  and  I  quote,  "High  interest  rates 
don't  cause  inflation — inflation  causes  high  interest  rates."  Well,  I 
would  definitely  take  issue  with  that.  I  don't  think  President  Reagan 
could  be  more  wrong.  High  interest  rates  to  the  labor  and  industrial 
sectors  are  tacked  onto  the  prices  of  everything  we  buy.  This  is  what 
causes  inflation;  higher  prices  for  everything  that  we  buy.  But  the 
theories  that  the  giant  megabankers  espouse  through  the  voice  of 
Paul  A.  Volker  and  the  Federal  Reserve  are  meant  to  serve  the 
betterment  of  the  giant  nonproductive  banking  industry,  and  nothing 
more. 

The  policies  of  the  Federal  Reserve  formulated  and  supported  by  a 
few  University  of  Chicago  termite  economists  do  not  serve  the  in- 
terests of  the  citizenry  of  the  United  States,  and  if  allowed  to  continue, 
will  certainly  lead  to  the  total  collapse  of  our  economy.  Present 
policies  of  the  Federal  Reserve  Board,  if  not  the  entire  institution,  do 
not  represent  the  American  system  of  economics,  and  should  be 
abolished. 

I  would  like  to  point  out,  at  this  time,  that  I  am  not  on  a  witch 
hunt.  My  purpose  in  bringing  out  the  points  I  have  just  raised  is  to 
appeal  to  your  sense  of  justice,  leadership,  statesmanship,  and 
Americanism.  I  would  now  pose  the  question:  How  does  all  of  this 
relate  to  agriculture?  Before  we  can  relate  the  above  atrocities  to 
agriculture,  we  must  first  take  a  look  at  the  makeup  of  agriculture 
and  why  it  is  termed  the  backbone  of  our  economy. 

Agriculture  is  the  Nation's  leading  individual  consumer  using 
over  40  percent  of  all  the  industrial  output  of  our  country  every 
year.  This  aids  directly  in  minimizing  unemployment.  It  employs 
over  20  million  people  domestically  and  in  various  agri-business 
concerns,  and  it  employed  over  2  million  people  in  1980  through  the 
exporting  of  farm  products  alone. 

Agriculture  represents  over  66  percent  of  the  U.S.  capital  invest- 
ment. This  represents  an  investment  greater  than  the  combined 
industries  of  steel,  petroleum,  railroad,  automobile,  and  banking; 
yes,  even  banking. 

Agriculture  represents  70  percent  of  the  total  raw  material  income 
in  this  Nation  each  year.  Raw  material  income  is  new  wealth — Nature 
provides  and  man  receives.  Being  the  only  renewable  resource,  it 
is  also  a  perpetual  source  of  revenue.  Each  agricultural  dollar  moving 
through  the  economy  creates  $7  of  additional  income. 

Agriculture  feeds  Americans  for  less  than  17  percent  of#  their 
average  disposable  income.  This  figure  is  the  smallest  of  any  in  the 
world;  yet,  all  Americans  complain  about  high  food  prices.  In  the 
1940's,  Americans  paid  25  percent  of  their  disposable  income  for  food 
and  25  percent  for  taxes,  leaving  50  percent  of  their  income  on  which 
to  live.  Today,  Americans  pay  less  than  17  percent  of  their  disposable 
income  for  food  and  almost  50  percent  in  taxes — leaving  33  percent. 
So,  not  only  does  the  American  consumer  have  less  dollars  to  live  on, 
but  the  dollars  that  he  or  she  does  have  will  no  longer  buy  as  much 
because  of  inflation  caused  by  high  interest  rates. 

We  hear  the  Farm  Bureau  and  a  handful  of  fanners  preaching 
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free  enterprise,  supply-demand,  let  the  market  seek  its  own  level, 
and  the  ever  famous,  "Get  the  Government  out  of  Agriculture."  But 
the  fact  remains,  we  have  not  had  a  free  market  atmosphere  in  agricul- 
ture where  a  farmer  would  make  a  profit,  reinvest  a  portion  of  that 
profit  in  capital  expenditures  for  the  purpose  of  promoting  productivity 
and  economic  growth,  and  live  on  the  rest  since  1952.  Also,  1952  was 
the  last  full  year  that  agriculture  was  allowed  to  operate  under  the 
Steagall  amendment — a  rider  attached  through  the  efforts  of  three 
bankers  to  the  act  of  1941. 

This  act  guaranteed  the  farmer  that  he  could  borrow  against  his 
crop  at  a  price  per  bushel  equal  to  90  percent  of  parity  based  on  1910- 
14  data.  The  fact  that  the  parity  price  was  based  on  1910-14  data 
has  little  or  no  significance,  and  the  point  I  want  to  make  here  is 
that  regardless  of  whether  you  base  what  we  term  as  parity  or  equality 
pricing  for  agriculture  products  on  1910-14  data,  or  whether  vou 
based  them  on  the  actual  production  costs;  the  money  needed  in 
farming  operations  to  promote  the  capital  investment  needed  to 
keep  the  farming  operation  producing  at  a  productive  capacity, 
regardless  of  how  you  base  it,  is  still  relatively  the  same  price  for 
farm  commodity  products. 

The  concept  of  parity  or  equality  pricing  has  to  do  with  the  cost 
that  a  business  incurs  as  compared  to  the  price  per  unit  which  that 
business  must  receive  to  attain  a  profit  necessary  to  maintain  the 
business,  invest  in  capital  expenditures  needed  to  keep  the  business 
current,  and  provide  technological  advancement  in  whatever  prod- 
uct that  business  may  be  producing.  Whether  one  uses  the  base 
period  or  simply  uses  an  inflation  factor,  the  purpose  of  parity  price 
indexing  is  simplv  to  keep  a  farmers  prices  in  line  with  the  rest  of 
the  economy,  and  nothing  more. 

The  Steagall  amendment,  in  force  from  1942  to  1952,  guaranteed 
the  farmer  a  fair  price — not  a  profit — for  his  products  by  placing 
a  floor  under  farm  commodity  prices.  American  farmers  were  not 
responsible  for  putting  this  law  into  effect.  They  didn't  know  when 
they  had  it,  and  therefore,  were  not  aware  of  it  when  they  lost  it. 
Because  of  this  law,  our  so-called  free  market  system  was  forced  to 

?>ay  farmers  at  or  above  100  percent  of  parity  for  their  commodities 
or  10  years.  The  result?  From  1942  to  1952,  our  Nation  experienced 
growth  even  greater  than  that  before  1929,  prosperity  prevailed 
over  poverty,  and  unemployment  was  practically  nonexistent.  Why? 
Well,  there  are  two  reasons. 

One,  there  were  no  free  lunch  or  welfare  type  programs.  If  a  person 
wanted  to  eat,  he  had  to  work,  and  I  want  to  rise  to  a  point  of  clari- 
fication here,  and  that  is  that  the  testimony  that  I  have  heard  this 
afternoon  supports  very  much  what  I  have  had  to  say.  We  have 
had  a  lot  of  people  up  here  talking  about  the  fact  that  they  want  to 
work  and  can't.  Ana  I  submit  to  you  that  the  reason  they  can't 
is  because  the  real  wealth  that's  generated  from  agriculture  in  our 
American  system  of  economics  is  not  there. 

We  have  a  lot  of  people  that  want  to  work  in  the  State  of  Illinois 
that  can't  and  I  might  also  point  out  that  the  American  Agricul- 
ture Movement  on  a  nationwide  basis  and  in  the  State  of  Illinois, 
does  definitely  support  food  stamp  programs  for  the  needy  and  wel- 
fare programs  for  people  who  cannot  work,  people  who  have  been 
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disabled  in  a  productive  type  job  or  fighting  for  their  country,  to  pie- 
serve  this  country  that  we  have  today.  But  we  need  to  fix  it.  No 
such  policy  where  people  are  allowed  to  work  exists  in  the  United 
States  today. 

No.  2,  more  importantly,  we  were  providing  agriculture,  by  law, 
with  a  fair  price  for  its  products.  Through  the  responsible  eftorts  of 
an  American  system  of  government,  we  bolstered  the  payment  to 
our  raw  material  production  and  thereby,  increased  the  new 
wealth  distributed  to  our  Nation's  economy  each  of  those  10  years. 
This  policy  alone  made  us  the  most  wealthy  nation  in  the  world.  But 
in  1953,  due  to  the  cries  of  the  United  Nations,  the  Council  on  For- 
eign Relations,  Council  for  Economic  Development,  etc.,  for  cheap 
food  for  a  starving  world,  the  Steagall  amendment  was  replaced  witn 
a  sliding  parity  scale  used  to  determine  loan  rates,  and  prosperity 
in  agriculture,  and  for  our  Nation  as  a  whole,  was  lost.  Because  of 
a  group  of  bleeding  heart  liberals  who  think  you  must  give  things 
away  to  poor  people  and  not  let  them  work  for  their  keep,  the  United 
States  lost  the  only  American  system  of  economics  it  ever  had.  The 
only  time  it  ever  appeared  again  was  in  a  scam  between  USDA 
officials,  since  removed,  and  the  Soviet  Union  in  1973. 

But  farmers  were  not  aware  of  what  was  going  on  and  had  very 
little  to  sell  when  fair  prices  were  finally  attained.  Even  at  that, 
inflation  and  unemployment  reached  their  lowest  levels  of  the  1970's 
in  1974,  due  to  the  snort  spurt  in  agriculture  prices  in  1973. 

This  so-called  free  market  that  a  fewr  uninformed  termite  econo- 
mists refer  to  does  not  exist  for  agriculture. 

Let  me  clarify  what  I  mean  by  termite  economists.  These  are  econ- 
omists, in  my  opinion,  who  continually  try  to  sell  the  philosophy  of 
supply-demand,  let  the  market  reach  its  own  level.  They  preach  it 
and  preach  it,  and  they  have  had  it  drilled  into  their  heads  and  they 
turn  around  and  write  a  book.  And  when  they  put  it  on  the  shelf , 
they  don't  say,  "What  will  you  give  me?"  They  set  their  own  price  on 
that  book.  These  are  the  types  of  people  who  are  basically  responsible 
for  destroying  our  American  system  of  economics,  that  placed  a 
priority  on  food  that  says,  "everybody  has  to  eat,"  and  put  a  price 
on  it.  They  destroyed  that  and  continue  to  reiterate  policies  that  will 
further  erode  the  problem  that  we  are  faced  with.  Agriculture  actually 
has  three  farm  commodity  markets  with  which  to  contend. 

No.  1,  we  have  a  gamblers  market  located  on  LaSalle  Street  in 
Chicago,  which  is  manipulated  by  computers,  Government  reports, 
and  erroneous  rumors. 

No.  2,  we  have  the  basis  market,  which  guarantees  traders  and 
commission  house  brokers  a  margin  of  profit,  paid  for  by  the  farmer, 
which  comes  out  of  the  farmer's  pocket. 

No.  3,  we  have  a  protection  market,  which  guarantees  local  grain 
dealers  and  processors  a  barrier  against  losses  due  to  a  sudden  drop 
in  the  market  price  due  to  who  knows  what,  and  that  also  comes 
out  of  the  farmer's  pocket. 

There's  no  way  one  could  call  this  a  supply-demand  system.  The 
supply  of  farm  commodities  varies  from  year  to  year,  but  not  very 
much  from  day  to  day.  The  demand  can  only  be  changed  by  usage, 
both  foreign  and  domestic.  With  world  population  increasing,  its' 
hard  to  imagine  that  the  demand  would  be  up  one  day  ana  then 
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down  the  next.  But  we  see  quite  often  fluctuations  of  up  20  cents, 
down  20  cents,  up  30  cents,  down  30  cents;  all  in  1  week's  time.  And 
I  don't  think  that  represents  a  true  supply-demand  market. 

A  logical  explanation  would  be  that  if  population  increases,  then 
wrorldwide  demand  for  food  products  would  increase.  But  this  is 
not  the  way  the  market  operates.  The  Chicago  Board  of  Trade  is 
nothing  more  than  a  private  gambling  club  consisting  of  about 
1,400  members.  It  has  no  relationship,  whatsoever,  with  the  costs 
incurred  while  producing  agricultural  products.  It's  basically  a 
nonproductive  system  which  leeches  its  lifeblood  from  agriculture. 
It  is  counterproductive  and,  therefore,  has  no  real  purpose  in  an 
American  system.  But  it  is  the  system  that  agriculture  must  put 
up  with  since  the  Steagall  amendment  is  no  longer  m  force. 

I  know  Mr.  Guither  talked  about  this  this  morning,  or  it  was 
brought  up  this  morning,  about  the  survey:  50  percent  of  the  farmers 
say  we  don't  need  these  deficiency  payments  and  taiget  prices  and 
50  percent  said  we  do.  So  we  have  a  big  wide  array  of  different  views. 
I  think  what  Mr.  Lincoln  once  stated  is  key  here. 

The  legitimate  object  of  government  is  to  do  for  a  community  of  people  what- 
ever they  need  to  have  done,  but  cannot  do  at  all  or  cannot  so  well  do  for  them- 
selves in  their  separate  and  individual  capacities. 

In  closing,  let  me  say  that  in  1975,  the  United  States  raised  the 
biggest  grain  crop  in  its  history  up  to  that  time.  In  1975,  we  also 
lost  over  100,000  farmers  to  bankruptcy.  We  have  lost  another 
400,000  farmers  since  that  time  to  bankruptcy.  When  we  have  500,- 
000  farmers  competing  with  city  people  for  jobs,  this  does  nothing 
but  add  to  the  already  high  20-  percent  real  unemployment  in  this 
Nation,  and  the  reason  I  bring  up  the  figure  of  20  percent  real  un- 
employment in  this  Nation  is  because  when  people  go  off  the  un- 
employment rolls,  they  are  no  longer  accounted  for.  We  also  have 
a  tremendous — tremendous  amount  of  youth  unemployment  that 
isn't  accounted  for  also,  and  we  come  up  with  a  figure  of  around 
20  percent  of  real  unemployment  in  this  Nation  instead  of  8  percent. 

Farmers  must  have— and  this  Nation  must  have — 90  percent  parity 
loan  rates  reinstated  into  the  law  to  save  our  economy  from  total 
collapse.  What  I  propose  has  already  been  used  and  has  proven  it- 
self. All  of  the  other  backdoor  band-aid  approaches  in  the  world 
will  not  solve  the  problem  at  hand.  This  Nation  is  hurting  because 
the  farmer  cannot  buy.  The  farmer  cannot  buy  because  he  doesn't 
receive  a  fair  price  for  his  products.  The  tremendous  rippling  effect 
that  this  has  on  the  rest  of  our  economy  is  being  felt  today.  People  are 
out  of  work,  not  because  there  is  no  need  for  their  labor,  but  because 
there  are  no  dollars  to  buy  their  labor.  There  are  no  dollars  because 
agriculture,  our  only  renewable  resource  and  producer  of  new  wealth 
and  revenue,  is  not  being  paid  a  fair  wage.  And  I  have  also,  Senator, 
jotted  down  a  few  points. 

Senator  Dixon.  Bill,  I  wonder  if  you  would  insert  the  rest  in  the 
record.  It  was  represented  that  you  were  going  to  take  5  minutes 
and  I  was  ready  to  conclude.  I  appreciate  it  very  much.  Your  entire 
remarks,  if  you'll  give  that  to  the  court  reporter,  will  be  fully  inserted 
in  the  record.  We  are  grateful  for  your  time  and  in  coming  here  and 
spending  with  us  and  giving  us  the  benefit  of  your  view.  Thank  you 
very  much. 
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I  want  to  thank  you  all  for  being  here  today.  I'm  sorry  that  the 
time  constraints  are  such  that  my  two  aides  and  myself  have  to  catch 
airplanes  and  leave  here.  But  I  want  you  to  know  that  we  appreciate 
very  much  your  being  here  today.  Everything  that  has  been  said  here 
is  being  incorporated  into  the  record  and  will  be  incorporated  into  the 
record  of  the  Senate  Agriculture,  Nutrition,  and  Forestry  Committee 
in  Washington. 

You  should  know  that  we  have  had  hearings  now  for  many,  many, 
many  weeks  on  the  markup  of  the  1981  farm  bill.  Beginning  April  27, 
we'll  begin  our  work  in  earnest.  We  should  mark  up  the  bill  by  May  15. 
There's  not  only  the  question  of  the  farm  bill  itself,  but  the  question 
of  whether  the  food  stamp  matter  will  be  retained  as  part  of  the  farm 
bill  in  1981. 

All  of  your  points  of  view,  everything  that's  been  said  here  will 
be  completely  reproduced  in  the  record.  Each  of  the  Senators,  both  on 
the  majority  and  the  minority  side,  will  be  given  the  benefit  of  all  of 
these  remarks.  Certainly,  things  from  this  record  along  with  all  the 
testimony  in  Washington,  will  be  used  as  we  come  to  our  judgment  on 
our  respective  sides  and  as  a  group  in  the  committee  on  the  markup  of 
the  farm  bill  that  we  recommend  to  the  whole  Senate  and  to  the 
Congress. 

I  want  you  to  know  how  much  I  appreciate  your  being  here  today. 
I  wish  I  could  give  you  even  more  time.  I  hope  you  believe  that  our 
time  allotted  us  has  been  sufficient  for  an  ample  discussion  of  the 
various  points  of  view  and  I  want  you  to  know  that  we  are  very,  very 
grateful  for  your  coming.  I  hope,  if  you  have  anything  further  that 
you'd  like  to  add  to  this  record,  that  you'll  write  me,  Alan  Dixon, 
456  Russell  Building,  R-u-s-s-e-1-1,  Russell  Building,  Washington, 
D.C.  20510.  We'll  be  delighted  to  hear  from  you  and  we  also,  you 
should  know,  have  an  office  in  Springfield  in  the  Federal  Building 
there,  right  downtown  in  the  Post  Office  Building  in  Springfield. 
Should  any  of  you  want  to  go  over  there  personally  and  talk  to  any  of 
our  aides  there,  you're  more  than  welcome  to  do  that.  We  would  be 
delighted  to  have  your  points  of  view,  and  I  thank  you  very  much  for 
your  time. 

This  meeting  is  adjourned. 

[Whereupon,  the  committee  adjourned,  subject  to  call  of  the  Chair.] 
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PROPOSED  REAUTHORIZATION  OF  THE  FOOD  AND 
AGRICULTURE  ACT  OF  1977 


THURSDAY,  APBUi  16,  1981 

U.S.  Senate, 
Committee  on  Agriculture,  Nutrition,  and  Forestry, 

Columbus,  Miss. 
The  committee  met,  pursuant  to  notice,  at  9  a.m.,  in  the  Golden 
Triangle  Vocational-Technical    Center,   Hon.   Thad   Cochran,   pre- 
siding. 

Present:  Senator  Cochran. 

STATEMENT  OF  HON.  THAD  COCHRAN,  A  U.S.  SENATOR  FROM 

MISSISSIPPI 

Senator  Cochran.  I  would  like  to  ask  the  hearing  to  come  to  or- 
der so  we  can  begin  on  time.  I  know  that  this  is  a  difficult  time  for 
farmers  and  many  of  you  to  come  out  to  help  us  conduct  these  hear- 
ings and  make  input  into  the  legislative  process  as  we  go  about  draft- 
ing a  new  farm  bill.  In  behalf  of  the  Senate  Agriculture  Committee, 
I  want  to  thank  each  of  you  and  welcome  you  to  this  field  hearing 
that  is  being  conducted  under  the  authority  of  the  Senate  Agri- 
culture Committee,  chaired  by  Senator  Jesse  Helms  of  North  Caro- 
lina. We  have  been  asked  to  talk  with  farmers  and  others  who  are 
interested  in  the  content  of  1981  farm  legislation,  to  get  local  input 
into  what  should  be  contained  in  this  new  bill. 

As  you  know,  in  September  of  this  year  the  1977  act  will  expire. 
We  are  going  to  be  reviewing  commodity  programs,  including  cotton, 
rice,  soybeans,  wheat,  feed  grains,  our  dairy  program,  #  which 
is  the  subject  of  a  separate  title  m  the  farm  bill,  and  the  Public  Law 
480  program  which  provides  assistance  for  marketing  agricul- 
tural products  in  foreign  countries.  The  food  stamp  program  is  also  a 
title  of  the  farm  bill.  We  are  having  hearings  in  Washington,  as 
well  as  around  the  country,  to  try  to  identify  needs  and  interests 
at  the  local  level  in  all  these  areas. 

The  primary  reason  for  Government  involvement  in  agriculture 
is  the  importance  of  an  adequate  food  supply.  That  is  a  human 
necessity  and  essential  to  our  national  well-being.  To  provide  an 
adequate  supply  of  food  and  fiber  on  a  sustained  basis  requires  an 
economically  healthy  agricultural  sector.  So,  one  thing  we  want 
to  focus  on  today  is  what  should  the  Government  be  doing  to  help 
assure  the  health,  on  a  long-term  basis,  of  our  agricultural  sector. 
I  am  very  interested  in  seeing  personally  that  the  needs  and  inter- 
ests of  southern  farmers  are  highlighted  and  recognized  in  this  legis- 
lation that  is  being  written.  If  we  didn't  have  Government  support 
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programs  in  agriculture,  we  would  invariably  have  very  wide  swings 
of  supplies  and  prices.  There  would  be  shortages  and  extremely 
high  prices  followed  by  surpluses  and  extremely  low  prices,  creating 
a  boom  and  bust  type  cycle  that  would  not  be  in  the  best  interest 
of  agriculture. 

So,  one  of  the  missions  of  the  committee  this  year  is  to  recommend 
to  Congress  exactly  how  we  can  even  out  these  ups  and  downs  in  the 
economy  as  it  relates  to  agriculture.  We  have  some  serious  problems 
facing  agriculture;  last  year  we  had  the  lowest  net  farm  income  since 
the  1930  s.  And  today  agriculture  has  the  highest  debt  to  income 
ratio  in  history. 

We  approach  the  work  of  writing  this  new  farm  bill  fully  aware  of 
the  difficulties  that  we  face  and  the  immensity  of  the  challenge  that 
this  presents  to  us.  But  even  though  there  are  some  problems,  there 
are  some  great  opportunities  ahead  in  my  opinion,  too.  According  to 
figures  I  have  seen  recently,  world  population  is  increasing  at  about 
70  million  persons  annually.  This  means  that  by  the  end  of  this  decade, 
we  will  have  added  to  the  world  population  the  equivalent  of  the 
population  of  the  country  of  India.  Tnat  is  an  obvious  great  demand 
that  will  be  present  over  the  next  10  years  for  increased  food  supplies. 
If  we  can  increase  our  productivity,  manage  our  soil  and  water 
resources  in  a  sensible  and  prudent  way,  and  make  the  appropriate 
investments  in  research  to  improve  our  technology  as  we  go  through 
the  decade  of  the  eighties,  then  American  agriculture  and  the  United 
States  stand  to  benefit  greatly  because  of  this  obvious  increase  in 
demand  for  foodstuffs  ana  agricultural  commodities  that  America  has 
such  a  great  capacity  to  produce. 

I  am  pleased  that  we  nave  such  a  fine  group  of  people  who  have 
agreed  to  be  with  us  this  morning  to  testify  and  help  us  begin  this  day 
oi  hearings.  I  might  add  that  tomorrow  we  are  going  to  Memphis  and 
have  hearings  where  we  will  hear  from  some  of  the  heads  of  farm 
organizations  such  as  the  Farm  Bureau  and  the  American  Agricul- 
tural Movement.  In  addition,  we  will  be  hearing  from  farmers  from 
Missouri,  Tennessee,  Texas,  Arkansas,  as  well  as  Mississippi. 

At  the  beginning  of  this  hearing,  I  want  to  mention  that  our  com- 
missioner of  agriculture  in  Mississippi,  Jim  Buck  Ross,  has  sub- 
mitted a  very  fine  statement l  which  we  want  to  make  a  part  of  the 
record.  Commissioner  Ross  was  planning  to  be  here  today.  Some  of 
you  may  realize  that  he  is  very  active  in  the  National  Association  of 
Commissioners  of  Agriculture  and  has  been  taking  a  lead  role  in  orga- 
nizing an  agricultural  trade  show  that  will  be  in  Atlanta  in  a  couple 
of  years.  Today  he  had  to  go  to  Atlanta,  on  very  quick  notice,  as  a 
part  of  the  effort  to  have  that  located  here  in  the  South  2  years  from 
now.  We  have  been  working  with  him  on  that  project.  Xnd  we  are 
very  optimistic  about  its  success  and  the  importance  that  will  have 
for  us  here  in  the  South. 

Commissioner  Ross  asked  Burton  Hosch  to  be  here  today  as  his 
representative,  and  I  understand  he  got  up  at  4  o'clock  in  the  morn- 
ing to  get  here.  We  appreciate  that  very  much.  Mr.  Hosch,  would 
you  stand  up  and  be  recogniz  ed 

Mr.  Hosch.  Thank  you. 

1  See  p.  326  for  the  statement  of  Commissioner  Ross. 
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Senator  Cochran.  Thank  you  for  coming.  We  have  the  statement. 

Mr.  Hosch.  I  have  got  another  one. 

Senator  Cochran.  You  have  got  two  statements-j-double  duty. 
We  will  make  this  a  part  of  the  record  and  we  appreciate  you  being 
here. 

Mr.  Hosch.  That  goes  with  the  catfish  farming,  the  second  one. 

Senator  Cochran.  Thank  you  very  much.  We  are  also  very  happy 
that  Senator  Stennis  has  asked  me  to  convey  his  good  wishes  and 
regards  to  all  who  are  here  and  to  include  as  part  of  the  record  a 
statement  from  him  concerning  the  hearing  today.  We  will  make 
Senator  Stennis'  statement  a  part  of  the  record  as  well.1 

Congressman  David  Bowen  also  asked  me  to  convey  his  good 
wishes  to  each  of  you.  He  has  his  No.  1  representative,  Billy  Stacy, 
here  with  us  today,  whose  office  is  located  nearby  at  the  Golden 
Triangle  Airport.  A  good  friend  and  a  real  hard  worker,  he  helps 
get  in  there  and  pitch  for  Mississippi's  interests.  Billy  Stacy,  we 
are  glad  to  have  you  here  today.  Billy,  thank  you. 

Our  first  witnesses  will  testify  in  a  panel.  Would  the  four  wit- 
nesses who  will  testify  about  crops  and  livestock  come  up  together. 
We  have  Larry  Blocker  from*  Oktibbeha  County;  Mike  Mask  from 
Pontotoc  and  Lee  Counties,  and  he's  got  some  land  in  Monroe.  He  is 
sort  of  a  farmer  at  large.  R.  O.  Buckley  is  the  executive  vice  president 
of  the  Mississippi  Cattlemen's  Association.  And  Warren  Megehee, 
a  dairy  farmer  from  Noxubee  County.  We  would  ask  the  four  of 
you  if  you  would  to  come  forward  and  take  these  seats  here  at  the 
table  as  a  panel. 

While  they  are  coming  up,  I  want  to  express  our  appreciation 
to  Aaron  Langston,  who  is  the  administrator  of  the  vocational 
Technical  Center  here  for  making  the  facilities  available  and  helping 
us  set  up  for  the  hearings  today.  This  is  a  very  convenient  location 
for  us  here  in  the  east  Mississippi,  prairie  area,  to  get  together  to 
talk  about  the  importance  of  agriculture  and  what  the  recommenda- 
tions would  be  from  this  section  of  our  State  with  regard  to  farm 
legislation.  We  appreciate  so  much  all  of  these  people  here  at  the 
center  for  making  us  welcome  and  in  helping  us  with  the  hearing. 

Let's  start  off.  We  have  Larry  Blocker,  as  I  mentioned,  from  here 
in  Oktibbeha  County.  He  farms  soybeans,  and  is  a  pork  producer. 
Larry,  why  don't  you  start  off? 

We  have  got  statements  that  we  asked  the  witnesses  to  prepare. 
We  do  have  a  time  limitation,  so  we  hope  you  can  make  a  brief  state- 
ment. Then  we  will  have  questions  and  answers  and  explore  some 
of  the  things  that  you  may  have  touched  on  in  your  prepared  state- 
ment. So,  Larry,  why  don't  you  lead  off  for  us. 

Mr.  Blocker.  OK.  Mr.  Chairman,  we  appreciate  the  opportunity 
to  come  and  discuss  our  views  about  some  of  agriculture's  problems. 
I  am  going  to  talk  a  little  bit  about  the  swine  industry  and  a  little 
bit  about  the  soybean  industry.  Bear  with  me;  I  am  new  at  this. 
This  is  the  first  time  I  have  done  this.  And  now  you  put  me  first. 

Senator  Cochran.  Well,  that  is  all  right.  I  am  a  new  chairman, 
too.  So,  we  will  learn  together. 


1  See  p.  325  for  the  statement  of  Senator  Stennis. 
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STATEMENT  OF  LAERY  BLOCKER,  STAEKVIIIE,  MISS. 

Mr.  Blocker.  I  will  start  off  with  soybeans  first.  Soybeans  pro- 
duced in  the  United  States  currently  provide  the  world  with  the  most 
economical  source  of  livestock  and  poultry  protein  food,  as  well  as 
vegetable  oil  and  edible  protein  for  direct  human  consumption.  Soy- 
beans in  1980  were  the  Nation's  No.  1  cash  crop,  No.  1  cash  export, 
and  second  largest  crop  in  acreage.  Despite  a  yield-robbing  1980 
drought,  American  soybean  growers  produced  almost  a  2  million 
bushel  crop,  twice  the  size  of  the  1968  soybean  crop.  In  1980  we  ex- 
ported $8.6  million  worth  of  soybeans,  soybean  meal,  and  soybean  oil. 
Every  other  row  of  soybeans  produced  in  the  United  States  is  sold 
overseas.  Soybean  exports  represent  21  percent  of  the  total  agricul- 
tural— U.S.  agricultural — exports  and  4  percent  of  all  U.S.  exports. 
Soybeans  sales  abroad  earn  U.S.  foreign  exchange  and  contribute 
toward  our  balance  of  payments.  Soybeans  have  no  target  price; 
therefore,  no  Federal  funds  are  used  for  deficiency  payments  to  soy- 
bean farmers.  Rather  than  relying  on  Federal  handouts,  soybean 
growers  depend  on  the  market  system  for  balancing  supply  with 
demand.  As  a  result,  all  the  soybean  growers  have  traditionally  asked 
of  the  Federal  Government  is  funding  of  agricultural  research  and 
foreign  market  development  export  promotion. 

Soybean  producers  appreciate  past  Federal  recognition  of  the 
need  for  aggressive  agricultural  research  and  overseas  market  ex- 
pansion. Because  of  their  continued  importance,  we  are  confining 
our  comments  on  the  1982  USDA  budget  to  agricultural  research 
and  market  development.  Agricultural  research  and  foreign  market 
development  represent  long  term  investments  that  increase  pro- 
ductivity and  pay  dividends  to  farmers,  consumers,  the  U.S.  balance 
of  trade,  and  the  U.S.  economy.  We  are  living  today  on  yesterday's 
investments.  Tomorrow's  productivity  depends  on  today's  allocation 
for  market  development  and  agricultural  research. 

Research  appropriations  have  helped  soybean  growers  double 
their  U.S.  soybean  crop.  Research  has  helped  improve  the  efficiency 
of  soybean  production,  processing,  utilization,  and  handling. 

The  export  promotion  programs  funded  through  our  market 
development  appropriations  have  become  the  model  of  the  world. 
Foreign  demand  for  U.S.  soybeans  has  jumped  763  percent  since 
1965.  We  now  export  more  soybeans  than  we  grew  15  years  ago. 
U.S.  soybean  farmers  back  up  our  commitment  to  research  and 
market  development  with  an  investment  of  our  own  funds.  In  1981 
soybean  farmers  will  invest  $1.43  for  every  $1  the  USDA  foreign 
agricultural  service  provides  for  market  development.  In  addition 
to  this  $5  million  commitment,  U.S.  soybean  growers  will  invest 
more  than  $3  million  in  soybean  research.  Under  research  needs, 
many  agricultural  economists  say  the  world  demand  for  U.S.  soybeans 
will  double  in  the  next  9  years  as  a  result  of  the  increases  in  world 
demand  and  raised  standards  of  living.  We  are  not  recommending 
new  soybean  research  efforts.  The  following  areas  should  be  given 
top  priority  when  funding  allocations  are  developed: 

First,  soybean  production  research — we  strongly  urge  Congress 
to  increase  emphasis  on  basic  and  applied  soybean  production 
research.    Expanded  support    for    basic    research    is    particularly 
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important  for  all  future  soybean  yield  improvements.  Research 
should  be  expanded  on  soil  conservation,  nematode  control,  genetic 
improvement  of  soybeans,  and  weed  and  insect  control. 

Second,  grower  education — we  urge  Congress  to  increase  funding 
to  insure  that  farmers  will  continue,  to  have  access  to  university 
research  and  cooperative  extension  programs.  These  programs  rep- 
resent an  important  link  between  researchers  and  producers  and 
?>rovide  information  about  new  technology  to  help  growers  increase 
arm  productivity  and  efficiency. 

Third,  soybean  germ  plasm  programs — this  effort  will  insure  U.S. 
researchers  of  the  genetic  base  necessary  for  development  of  varieties 
with  increased  yields,  improved  disease  and  insect  tolerance,  and 
improved  quality. 

Fourth,  postharvest  research — we  recommend  expansion  of  basic 
research  efforts  to  maximize  the  usefulness  of  soybean  oil.  Basic 
research  is  particularly  important  to  identify  factors  which  limit 
consumer  acceptance  of  soybeans  and  soybean  products,  to  reduce 
processing  cost  by  developing  more  efficient  soybean  processing 
equipment,  and  to  develop  the  potential  of  vegetable  oils  as  an 
alternative  source  of  petroleum-based  products. 

We  encourage  additional  Federal  research  to  reduce  storage,  han- 
dling, and  marketing  qost  of  soybean  growers.  We  need  research  to 
discover  ways  of  maintaining  the  quality  of  soybeans  in  storage, 
transportation,  and  processing.  These  factors  add  to  the  farmer's  cost 
of  operation  and  result  in  a  higher  price  per  unit  to  the  consumer. 

Even  so,  they  have  long  been  neglected  from  a  national  research 
effort.  In  spite  of  the  demonstrated  importance  of  our  Nation's  agri- 
culture, agricultural  research  received  only  2  percent,  or  about  $660 
million,  of  the  Nation's  more  than  $30  billion  Federal  research  and 
development  budget  for  1980.  The  U.S.  soybean  growers  have  demon- 
strated their  commitment  to  soybean  research  by  investing  more  than 
$3  million  of  their  own  money.  The  American  soybean  growers  urge 
Congress  to  make  a  similar  commitment  to  agricultural  research. 

Foreign  market  development  needs — the  joint  market  development 
program  between  the  USD  A  Foreign  Agricultural  Service  and  com- 
modity groups  such  as  the  American  Soybean  Association  demon- 
strate how  industry  and  Government  can  work  together  toward  an 
objective  important  to  the  entire  Nation.  Agricultural  exports  pay 
huge  dividends.  They  create  millions  of  farm  and  nonf arm  jobs.  They 
help  us  pay  for  imports.  Exports  increase  agricultural  productivity. 
They  increase  the  value  of  the  dollar.  They  generate  tax  revenues  m 
the  U.S.  Treasury.  From  its  beginning,  the  joint  FAS  commodity 
coordinator  program  was  designed  so  producers  and  the  Federal  Gov- 
ernment would  share  equally  in  promoting  overseas  demand  for  food 
and  fiber.  This  goal  has  not  been  achieved  in  the  case  of  soybeans. 
Today  soybean  growers  invest  $1.43  for  every  dollar  of  FAS  funding. 
Growers  are  investing  about  $1.4  million  more  than  the  Government 
has  appropriated.  Soybean  farmers  have  difficulty  understanding  why 
governmental  appropriations  have  not  kept  pace. 

Our  foreign  competitors  are  keenly  aware  of  today's  export  oppor- 
tunities and  are  taking  advantage  of  them  at  our  expense.  Federal 
investments  in  overseas  market  development  should  be  allocated  as  a 
percentage  of  agricultural  export  trade  earnings. 
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In  conclusion,  American  soybean  growers  recognize  that  they  are- 
requesting  additional  Federal  funds  at  a  time  when  our  major  Federal 
programs  face  potentially  severe  budget  cuts.  While  soybean  growers 
are  willing  to  equally  share  the  burden  of  economic  revitahzation 
with  other  Americans,  they  also  wish  to  share  the  result  of  agri- 
cultural research  and  overseas  market  expansion  with  the  U.S. 
consumers. 

My  testimony  is  furnished  to  demonstrate  that  agricultural  re- 
search and  market  development  funding  benefit  not  a  single  interest 
group  but  the  entire  country.  Studies  have  shown  that  agricultural 
research  returns  50  cents  for  every  $1  invested.  According  to  another 
study,  each  $1  million  in  export  value  means  an  additional  $4  million 
in  Federal  tax  revenue.  Thus,  the  USDA's  current  $3.2  million  in 
soybean  market  development  will  generate  about  $3.6  billion  in 
Federal  tax  revenue. 

Soybean  growers  who  establish  their  policies  don't  want  Govern- 
ment handouts.  We  have  not  asked  for  huge  Federal  outlays  of  high 
price  supports,  target  prices,  reserve  programs,  set  aside,  or  land 
diversion  programs.  We  urge  Congress  to  join  w*ith  growers  in  funding 
agricultural  research  and  foreign  market  development,  both  of  which 
have  excellent  records  of  increasing  agricultural  productivity,  im- 
proving farm  profits,  keeping  U.S.  food  prices  the  most  reasonable 
m  the  world,  and  helping  our  international  trade  balance. 

Thank  you  for  this  opportunity  for  presenting  our  views. 

Senator  Cochran.  Thank  you  very  much,  Mr.  Blocker.  We  ap- 
preciate having  that  fine  statement  and  the  testimony  relating  to  the 
aspirations  of  Mississippi  soybean  farmers,  focusing  mainly  on 
agricultural  research  and  overseas  market  development.  That  will  be 
a  fine  addition  to  this  hearing  record. 

I  would  like  now  to  call  on  Mike  Mask  for  whatever  remarks  and 
recommendations  that  he  would  like  to  make  to  us. 

STATEMENT  OF  HIKE  MASK,  SHANNON,  MISS. 

Mr.  Mask.  Mr.  Chairman,  I  appreciate  the  opportunity  to  come 
before  this  committee.  First  of  all,  I  think  we  should  do  away  with 
target  prices,  all  target  prices.  And  there  is  a  lot  of  wheat  grown  in 
Mississippi  and  I  think  most  all  farmers  are  in  the  same  shape  that 
I  am  in.  They  are  growing  this  wheat  trying  to  survive  with  an  extra 
crop.  I  am  trying  to  get  three  crops  in  2  years:  corn,  wheat,  and  soy- 
beans. We  are  going  to  have  to  have  somewhere  between  90  and 
100  percent  parity  to  even  break  even  and  make  a  little  money  that 
we  can  pay  these  debts  off.  We  can't  keep  borrowing  ourselves  out 
of  debt.  We  just  can't  do  that 

And  in  the  early  1940,s  and  1950's,  I  mean  the  late  1940's  and  early 
1950's,  all  farm  commodities  were  bringing  from  90  to  100  percent  of 

Earity.  And  that  was  the  most  prosperous  time  in  this  country  and 
>wrest  unemployment,  the  lowest  inflation  that  we  have  ever  had. 
And  we  have  got  to  get  back  to  that.  You  can  take  a  bushel  of  wheat — 
the  Japanese  Government,  and  it  is  just  not  only  the  Japanese  Govern- 
ment, it  is  all  of  the  foreign  governments  are  sellng  a  bushel  of  wheat 
in  their  country  for  $22.50.  And  here  we  are  producing  it  below  our 
production  cost,  selling  it  to  them  below  our  production  cost.  Lord 
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only  knows  what  the  big  grain  companies  are  getting  for  it.  These 
figures  can  be  obtained  from  the  GAO  or  the  USD  A.  They  know  about 
it. 

The  only  way  I  believe  that  we  can  have  a  free  market  is  through 
Government  support.  We  are  going  to  have  to  have  Government  sup- 
port, and  the  only  way  we  are  going  to  have  it  is  through  a  Govern- 
ment loan  program  and  that's  the  only  way  we  are  going  to  be  able  to 
survive.  And  under  the  CCC  loans,  the  Government  has  never  lost  a 
penny  in  those  loans.  Everything  has  been  paid  back.  The  disaster 

f)rograms,  that  money  is  coming  out  of  taxpayers'  pockets.  But  in  a 
oan,  that  money  is  paid  back.  But  we  have  got  to  have  a  profit  to 
pay  it  back.  I  think  the  Government  has  got  us  into  this  situation, 
disease,  or  whatever  you  want  to  call  it,  or  cheap  farm  commodity 
prices,  cheap  food  prices.  The  Government  is  going  to  have  to  get  us 
out  of  it. 

I  think  the  Chicago  Board  of  Trade  should  be  done  away  with.  That 
is  just  my  view.  I  think  they  are  manipulating  the  prices.  I  think  it 
should  be  looked  into. 

That  is  about  all  I  can  say  on  wheat.  I  am  kind  of  new  growing 
wheat.  I  would  rather  not  be  growing  it. 

Senator  Cochran.  Well,  tins  is  a  current  phenomenon  in  Missis- 
sippi, isn't  it.  We  have  seen  dramatic  increases  in  acreage  all  over  the 
State  devoted  to  wheat?  I  know  this  year  they  are  estimating  over 
300,000  acres  will  be  devoted  to  wheat  compared  with  just  about  half 
that  2  years  ago.  I  understand  that  one  of  the  reasons  for  it  is  the 
drought.  Obviously  other  crops  weren't  going  to  make  it,  so  that 
farmers  moved  right  in  with  some  wheat. 

Mr.  Mask.  Well,  I  think  that  most  people  are  doing  it  for  the  same 
reason,  I  mean,  just  trying  to  survive.  If  we  can  hold  off  2  or  3  more 
years,  we  might  make  it. 

Senator  Cochran.  Were  you  familiar  with  the  battle  we  had  to 
fight  with  the  normal  crop  acreage? 

Mr.  Mask.  Yes,  sir. 

Senator  Cochran.  Normal  crop  acreage  is  a  program  that  the  Secre- 
tary implemented  or  was  in  the  process  of  implementing  that  would 
have  restricted  sharply  the  amount  of  acreage  that  could  be  planted 
in  wheat  primarily  in  the  South. 

Mr.  Mask.  I  think  that  should  be  completely  done  away  with. 

Senator  Cochran.  I  was  encouraged  we  were  able  to  get  an  amend- 
ment to  the  appropriations  bill  last  year  that  prohibited  the  Depart- 
ment from  implementing  the  normal  crop  acreage  requirement.  This 
^ear  we  are  looking  into  it  again  as  part  of  the  new  farm  bill.  I  am 
opeful  we  can  do  away  with  it  as  you  recommend.  It  certainly 
seemed  to  me  it  was  being  pushed  by  midwestern  and  northern  mid- 
western  farmers  to  protect  themselves  from  competition  from  southern 
farmers. 

Mr.  Mask.  Yes,  sir. 

Senator  Cochran.  That  was  my  suspicion,  anyway. 

Thank  you.  I  will  have  some  more  questions  in  a  little  bit  about  some 
of  the  other  important  matters  in  your  statement.  Our  next  witness  is 
R.  O.  Buckley,  executive  vice  president  of  the  Mississippi  Cattlemen's 
Association. 
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STATEMENT  OP  B.  0.  BUCKLEY,  EXECUTIVE  VICE  FKESDDEBT, 
MISSISSIPPI  CATTLEMEN'S  ASSOCIATION,  JACESOH,  MISS. 

Mr.  Buckley.  Senator,  we  appreciate  your  holding  these  hearings 
in  the  State  and  letting  our  Mississippi  people  have  some  input  into 
the  legislative  system.  I  also  appreciate,  I  want  to  tell  you  on  behalf 
of  all  of  our  members  of  our  association,  we  appreciate  your  asking  me 
to  make  a  statement  here.  As  you  know,  the  beef  cattle  people  are 
having  a  pretty  tough  time.  They  are  falling  upon  hard  times  again. 
Back  in  the  1970's,  mid-1970's,  we  had  some  4  years  that  were  dis- 
astrous as  far  as  making  any  money  was  concerned.  And  nobody 
made  any  money.  Then  we  had  about  a  year  and  a  half  of  pretty 
profitable  times  in  which  most  segments  showed  a  profit.  And  now, 
the  thing  has  turned  around  again  and  we  are  falling  on  hard  times 
again. 

During  the  4-year  period  of  the  mid-1970's,  when  times  were  so 
tough,  the  cattlemen  reduced  numbers  drastically  and  turned  the 
cattle  cycle  around.  And  the  cattle  industry  did  what  was  necessary 
to  reduce  these  numbers.  And  this  should  have  put  the  industry 
in  a  profitable  situation  for  a  number  of  years.  But  it  did  not.  There 
is  no  segment  of  the  industry  making  any  money  today.  It  is  just 
a  real  tough  situation. 

Now,  one  of  the  greatest  concerns  that  cattle  people  have  got  today 
is  really,  in  a  way,  it  is  nothing  to  do  maybe  with  agriculture  or  witn 
the  cattle  industry,  but  this  is  inflation  in  this  country.  Inflation  has 
caused  production  costs  of  cattle  to  rise  so  much  more  rapidly  and 
increased  prices  till  it  is  noway  to  keep  up  with  it.  Inflation  has  also 
eroded  the  demand  side  of  beef.  Consumers  are  somewhat  concerned. 
Everybody  is  concerned  about  inflation.  Consumers  are  concerned 
about  saving  money  and,  so,  therefore,  they  are  shopping  a  little 
closer  and  are  eating  less  beef  or  trying  to  find  a  cheaper  substitute. 
Inflation  is  perhaps  the  single  most  important  thing  in  this  country 
today. 

About  three  things  will  keep  the  cattle  people  from  being  in  a  profit 
situation  and  this  is  inflation,  interest  rates,  and  then  the  total  econ- 
omy. We  feel  that  when  those  three  things  kind  of  get  turned  around 
a  little  bit,  we  will  be  in  a  much  better  position  to  make  some  money. 
Now,  we  support  the  budget  cuts  that  the  President  has  recommended. 
We  are  ready  and  willing  to  take  our  cuts  along  with  everybody  else. 
We  are  not  interested  in  taking  anybody  else's  cuts.  We  feel  like 
everybody  is  in  this  thing  together  and  everybody  can  take  their 
own  licks.  And  if  we  will  all  take  them,  we  will  work  out  of  it.  If  we 
don't,  it  is  just  going  to  be  tough. 

Now,  we  are  also  concerned  about  a  balanced  budget.  We  don't 
feel  like  that  an  individual  nor  a  business  nor  a  country  can  continu- 
ously spend  more  money  that  it  takes  in.  We  are  much  concerned  about 
a  balanced  budget. 

Now,  the  cattlemen  are  fiercely  independent  and  generally  don't 
ask  for  a  great  many  things.  They  just  generally  want  a  little  help 
from  the  Government  to  create  a  good  atmosphere  in  which  they  can 
operate  their  business.  We  have  a  few  problems  and  a  few  programs  in 
which  we  are  interested. 

A  couple  of  things  we  are  interested  in  is  estate  tax  and  energy 
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cost.  We  have  a  real  problem  with  that.  Now,  we  realize  that  every- 
body in  agriculture  has  got  to  make  a  profit.  And  we  aren't  going  to 
make  any  suggestions  about  any  other  commodities.  But  we  would 
just  like  you  to  keep  in  mind  that  when  you  are,  when  the  grain,  the 
corn  bill  is  written,  that  grain  is  an  input  cost  to  cattlemen,  just  like 
energy  or  tractors,  money,  whatever. 

Now,  one  of  the  real  problems  that  we  have  in  the  cattle  industry 

Fer  se  is  brucellosis.  Now,  I  am  just  going  to  mention  that  hurriedly, 
have  been  going  to  brucellosis  meetings  for  30  years  and  talked 
about  it  all  this  time  and  haven't  gotten  a  whole  lot  done  about  it. 
We  feel  like  we  have  got  a  program  beginning  in  January  of  next 
year.  It  is  going  to  be  a  little  tough  on  cattlemen,  but  we  fee!  like  that 
we  can  get  a  handle  on  this  problem  and  get  it  in  position  to  get  it 
under  control  and  perhaps  sometime  down  the  road  to  eradicate  it. 

Now,  we  are  also  interested  in  research  and  extension,  funds  for 
those  two  groups  and  those  two  programs.  Now,  as  I  said,  we  are 
willing  to  take  our  budget,  our  cuts  and  whatever  it  may  be.  We 
don't  nave  a  great  many  programs  where  we  get  a  direct  appropriation 
dealing  with  cattle  from  the  Government.  The  brucellosis  program, 
some  of  the  disease  programs  are  some  of  them.  And  we  would  like  to 
have  some  input  into  them  when  the  money  is  being  put  out  into 
various  programs,  to  hopefully  keep  the  brucellosis  program  up  at  a 
given  level  where  it  is  today  and  perhaps  cut  some  of  our  other  pro- 
grams to  offset  that.  We  think  it  is  important  enough  that  we  would 
sure  like  to  take  a  look  at  doing  it. 

Now,  the  brucellosis  problem  in  Mississippi  is  one  of  the  biggest 
ones  we  have  got.  And  we  finally  have  got  the  industry  reader  to  get 
with  it  and  do  something  about  it.  And  that  is  the  reason  it  is  so 
important. 

We  appreciate  the  opportunity  to  be  here  and  we  appreciate  what 
you  do  for  Mississippi  and  the  Nation  and  for  our  industry.^ 

Senator  Cochran.  Thank  you  very  much,  R.  O.  I  appreciate  your 
statement. 

The  fourth  member  of  our  first  panel  on  crops  and  livestock  is 
Warren  Megehee,  who  will  talk  about  the  dairy  title  of  the  farm  bill. 
Warren,  welcome  to  the  committee. 

STATEMENT  OF  WAKREN  MEGEHEE,  BEOOKSVILLE,  HISS. 

Mr.  Megehee.  Senator,  I  would  like  to  say  thanks  for  being  invited, 
to  be  able  to  participate  in  this  panel.  And  I  think  that  we  should  all 
be  very  mindful  that  we  live  in  a  country  in  which  we  as  individuals 
can  have  some  input  into  our  future.  I  think  we  should  always  be 
mindful  of  this. 

I  think  we  should  save  the  parity  program  for  milk.  I  believe 
that  somewhere  around  75  percent  is  a  minimum  to  90  percent  as  a 
maximum.  Some  of  the  reasons  for  this  is  different  from  some  other 
commodities.  We  do  have  a  perishable  commodity,  not  like  other 
commodities  that  the  farmer  can  store  and  hold  for  higher  prices, 
hopefully.  I  realize  that  powdered  milkt  cheese  can  be  stored,  but 
not  as  a  farmer.  He  cannot  store  these  products.  When  he  produces 
his  milk,  within  2  days  it  has  to  be  moved  to  market. 

I  recommend  that  we  have  semiannual  adjustments,  I  feel  that  in 
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the  new  farm  bill,  with  this  we  should  have  some  restrictions  on  the 
casein  imports  according  to  the  amount  of  CCC  purchases  that  we 
have.  That  would  save  the  Government  money  I  feel.  The  more  that 
the  Government  had  to  buy  of  the  milk  being  produced,  powdered 
milk,  cheese,  they  at  the  same  time  would  allow  more  imported  casein 
to  come  in.  I  feel  that  this  would  save  us  some  money. 

I  would  like  to  see  the  school  lunch  program  saved,  particularly 
for  the  milk  industry  and  other  needed  nutrition  programs.  We  have 
some  programs  for  the  elderly  for  milk.  I  would  like  to  see  those  saved. 

I  wrould  like  to  see  the  Government  utilize  as  much  milk  as  possible 
in  the  military  service  and  other  Government  institutions,  realizing 
that  they  can  greatly  influence  the  amount  of  surplus  milk  and  the 
price  of  any  produce  by  using  them  under  this  method.  I  would  like 
to  see,  I  know  this  will  not  sound  good  to  a  lot,  but  I  would  like  to  see 
the  commodities  replace  food  stamps.  My  feelings  are  this:  I  feel  that 
if  a  person  is  accepting  a  handout  from  the  Government  in  the  form  of 
food  stamps,  he  should  not  mind  commodities.  The  Government  could 
use  commodities  to  get  rid  of  some  surplus  farm  products  that  we 
have.  Realizing  this  is  not  supposed  to  happen,  but  the  food  stamps, 
they  can  be  traded  for  cash,  beer,  or  anything  else.  This  happens 
daily.  We  realize  it  is  not  right,  but  it  does,  but  have  the  possibility 
commodities  would  replace  them. 

I  feel  like  that  if  parity  on  the  milk  should  be  dropped  any  lower 
than  75  percent,  this  would  cause  overproduction.  My  reasons  for 
this  is  most  farmers  have  to  have  a  fixed  amount  of  money  today,  he 
thinks.  He  has  got  obligations.  He  has  got  land  payments,  equipment 
payments,  got  to  feed  nis  family.  If  milk  prices  drop,  I  have  got  to 
buy  a  few  more  cows  to  meet  these  obligations.  He  increases  produc- 
tion, the  prices  continue  to  go  down. 

Now,  if  we  go  that  high  on  parity,  but  above  90  percent,  I  believe 
it  will  also  increase  production.  We  will  have  people  who  are  non- 
dairymen  that  take  a  look  at  it,  say  the  dairy  industry  looks  good, 
let's  get  into  it.  So,  I  believe  75  to  90  percent  parity  would  work. 

And  I  am  going  to,  I  believe  the  dairy  farmer  needs  to  do  some 
self-help.  And  for  those  who  are  not  familiar  with  the  program,  in 
Dairymen  Inc.  in  the  13  southeastern  United  States,  13  States,  they 
started  this  cow  management  efficiency  program  the  5th  of  March, 
wiiich  lasted  through  the  31st.  We  have  sold  m  excess  of  15,000  dairy 
cows.  This  is  3  percent  of  our  dairy  herd.  We  feel  like  this  is?  we  are 
trying  to  help  ourselves  out  of  this  shape  we  are  in.  I  contribute  to 
the  space  program  and  I  feel  this  is  a  very  good  program.  I  con- 
tribute to  Supia.  This  is  our  advertising  program.  And  advertising 
will  wrork.  We  are  in  the  minority  advertising  as  far  as  dairymen.  Last 
year  we  have  statistics  to  show  for  every  dollar  we  spent  in  adver- 
tising returned  $2.20  to  the  dairy  industry. 

My  question  is  today  are  we  overproducing  milk  or  underselling 
our  product  and  underconsumption.  We  have  looked  into  this  and 
we  are  in  a  major  breakthrough  in  the  packaged  milk  industry, 
whereby  we  will  be  able  to  package  milk  in  small  containers.  It  will 
have  a  shelf  life  of  6  months.  The  housewife  can  buy  it  at  thegrocery 
store.  No  refrigeration,  take  it  home,  put  it  in  the  cabinet.  When  she 
gets  ready  to  cook  with  it,  it  will  be  ready.  If  she  wants  to  drink  it, 
set  it  in  the  refrigerator  overnight  and  it  will  keep.  This  will  greatly 
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reduce  our  cost  of  moving  the  milk  from  the  dairy  processing  plant 
to  the  housewife,  which  is  about  30  percent  of  her  food  dollar  in  milk 
is  spent  in  moving  this  milk.  You  realize  what  freight  is  doing  to 
us  now. 
On  this  cow  cull  program  of  management  efficiency,  could  a  similar 

f>rogram  be  put  into  effect  nationally  to  be  eligible  for  some  parity 
or  the  dairy  industry.  The  CCC  storage  is  not  good  for  the  dairy 
industry.  A  small  amount  is  OK,  but  too  much,  it  is  not  good.  Because, 
when  we  have  periods  of  prices  moving  up  a  little  bit,  there  is  this, 
these  storage  products  are  always  available  to  come  on  the  market, 
granting  that  some  need  to  be  on  the,  need  to  be  there. 

Now,  the  consumer  stands  to  gain  from  a  steady  stable  supply  of 
milk.  If  we  have  these  ups  and  downs,  these  real  high  prices,  real  low 
prices,  this  consumer  win  always  be  the  one  that  hurts. 

We  need  a  better  public  relations  program  from  the  USDA.  We 
have  got  to  realize  any  farm  program  that  helps  one  farmer  may 
hurt  another  one.  The  soybean  producer  needs  all  he  is  getting  for 
his  soybeans  now  and  more,  too.  I  do  produce  soybeans.  The  corn 
farmer  needs  all  he  is  getting,  but  the  dairy  farmer  cannot  pay  for 
the  feed  that  they  are  producing.  So,  we  have  got  to  take  into  mind 
that  any  one  segment  of  the  farm  economy,  if  it  really  prospers  and 
the  prices  get  high,  another  industry  is  hurting  in  the  farm  segment. 
This  is  something  the  public  relations  program  from  the  USDA  can 
help. 

Now,  we  have  been  quoted  this  past  year  as  the  dairy  program 
costing  the  Federal  Government  $1.4  billion.  The  public  has  not  been 
told  how  much  of  this  milk  was  sold  and  what  we  received  for  it. 
This  is  the  gross  cost.  But  we  had  a  net  cost  to  the  Government  of 
$380  million.  This  much  of  this  cheese  and  powdered  milk  was  in 
turn  sold.  And  this  is  strictly  administering  the  program.  So,  of  the 
$1.4  billion  that  they  bought,  they  sold  over  $1  billion  worth  of  it. 
So,  it  was  not  as  costly  to  the  Government  as  may  seem  to  be  on 
the  surface. 

For  a  good,  steady  supply  of  milk  at  a  reasonable  price,  I  might, 
add,  the  milk  prices  actually  have  not  increased  as  fast  as  others, 
some  other  food  items  and  certainly  not  as  fast  as  most  of  our  pro- 
duction items.  I  have  a  question.  Do  we  have  a  cheap  food  policy 
in  this  country?  I  believe  we  do.  Now,  on  milk,  we  are  now  receiving 
70  percent  of  parity.  My  milk  for  the  month  of  March  brought  $13.75 
a  hundred,  blend  price.  The  Mississippi  cow  averages  less  than 
8,000  pounds  of  milk.  That  is  $1,100  gross.  You  have  an  mvestment  of 
approximately  $6,000  per  cow  in  Mississippi,  $6,000  per  cow  at  12 
percent  money,  current  FmHA  rate,  $720.  This  leaves  for  feed,  milk, 
care  for  the  cow,  the  labor,  and  your  families,  it  leaves  you  $380  per 
cow  per  year.  It  can't  be  done. 

Now,  is  it  the  responsibility  of  the  Federal  Government  to  put 
people  in  business?  They  don't  put  a  man  up  in  a  factory.  Rare 
cases,  yes.  I  don't  go  to  the  Government  and  tell  them  I  want  to 
put  in  a  grocery  store  and  they  say  well,  sure,  we  will  put  you  in 
a  supermarket,  we  will  put  you  in  business.  But  they  are  doing 
this  with  farmers,  cheap  food.  I  think  the  Federal  Government 
is  doing  a  young  man  an  injustice  to  set  him  up  in  farming  under 
the  present  conditions.  They  are  loaning  him  money  that  he  cannot 


Digitized  by 


Google 


152 

In  conclusion,  American  soybean  growers  recognize  that  they  ___ 
requesting  additional  Federal  funds  at  a  time  when  our  major  Federal 
programs  face  potentially  severe  budget  cuts.  While  soybean  growers 
are  willing  to  equally  share  the  burden  of  economic  revitahzation 
with  other  Americans,  they  also  wish  to  share  the  result  of  agri- 
cultural research  and  overseas  market  expansion  with  the  U.S. 
consumers. 

My  testimony  is  furnished  to  demonstrate  that  agricultural  re- 
search and  market  development  funding  benefit  not  a  single  interest 
group  but  the  entire  country.  Studies  have  shown  that  agricultural 
research  returns  50  cents  for  every  $1  invested.  According  to  another 
study,  each  $1  million  in  export  value  means  an  additional  $4  million 
in  Federal  tax  revenue.  Thus,  the  USDA's  current  $3.2  million  in 
soybean  market  development  will  generate  about  $3.6  billion  in 
Federal  tax  revenue. 

Soybean  growers  who  establish  their  policies  don't  want  Govern- 
ment handouts.  We  have  not  asked  for  huge  Federal  outlays  of  high 
price  supports,  target  prices,  reserve  programs,  set  aside,  or  land 
diversion  programs.  We  urge  Congress  to  join  with  growers  in  funding 
agricultural  research  and  foreign  market  development,  both  of  which 
have  excellent  records  of  increasing  agricultural  productivity,  im- 
proving farm  profits,  keeping  U.S.  food  prices  the  most  reasonable 
in  the  world,  and  helping  our  international  trade  balance. 

Thank  you  for  this  opportunity  for  presenting  our  views. 

Senator  Cochran.  Thank  you  very  much,  Mr.  Blocker.  We  ap- 
preciate having  that  fine  statement  and  the  testimony  relating  to  the 
aspirations  of  Mississippi  soybean  farmers,  focusing  mamly  on 
agricultural  research  and  overseas  market  development.  That  will  be 
a  fine  addition  to  this  hearing  record. 

I  would  like  now  to  call  on  Mike  Mask  for  whatever  remarks  and 
recommendations  that  he  would  like  to  make  to  us. 

STATEMENT  OF  MIKE  MASK,  SHANNON,  MISS. 

Mr.  Mask.  Mr.  Chairman,  I  appreciate  the  opportunity  to  come 
before  this  committee.  First  of  ali,  I  think  we  should  do  away  with 
target  prices,  all  target  prices.  And  there  is  a  lot  of  wheat  grown  in 
Mississippi  and  I  think  most  all  farmers  are  in  the  same  shape  that 
I  am  in.  They  are  growing  this  wheat  trying  to  survive  with  an  extra 
crop.  I  am  trying  to  get  three  crops  in  2  years:  corn,  wheat,  and  soy- 
beans. We  are  going  to  have  to  have  somewhere  between  90  and 
100  percent  parity  to  even  break  even  and  make  a  little  money  that 
we  can  pay  these  debts  off.  We  can't  keep  borrowing  ourselves  out 
of  debt.  We  just  can't  do  that 

And  in  the  early  1940's  and  1950's,  I  mean  the  late  1940's  and  early 
1950's,  all  farm  commodities  were  bringing  from  90  to  100  percent  of 

()arity.  And  that  was  the  most  prosperous  time  in  this  country  and 
owest  unemployment,  the  lowest  inflation  that  we  have  ever  had. 
And  we  have  got  to  get  back  to  that.  You  can  take  a  bushel  of  wheat — 
the  Japanese  Government,  and  it  is  just  not  only  the  Japanese  Govern- 
ment, it  is  all  of  the  foreign  governments  are  sell  ng  a  bushel  of  wheat 
in  their  country  for  $22.50.  And  here  we  are  producing  it  below  our 
production  cost,  selling  it  to  them  below  our  production  cost.  Lord 
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only  knows  what  the  big  grain  companies  are  getting  for  it.  These 
figures  can  be  obtained  from  the  GAO  or  the  USDA.  They  know  about 
it. 

The  only  way  I  believe  that  we  can  have  a  free  market  is  through 
Government  support.  We  are  going  to  have  to  have  Government  sup- 
port, and  the  only  way  we  are  going  to  have  it  is  through  a  Govern- 
ment loan  program  and  that's  the  only  way  we  are  going  to  be  able  to 
survive.  And  under  the  CCC  loans,  the  Government  has  never  lost  a 
penny  in  those  loans.  Everything  has  been  paid  back.  The  disaster 

t>rograms,  that  money  is  coming  out  of  taxpayers'  pockets.  But  in  a 
oan,  that  money  is  paid  back.  But  we  have  got  to  have  a  profit  to 
pay  it  back.  I  think  the  Government  has  got  us  into  this  situation, 
disease,  or  whatever  you  want  to  call  it,  or  cheap  farm  commodity 
prices,  cheap  food  prices.  The  Government  is  going  to  have  to  get  us 
out  of  it. 

I  think  the  Chicago  Board  of  Trade  should  be  done  away  with.  That 
is  just  my  view.  I  think  they  are  manipulating  the  prices.  I  think  it 
should  be  looked  into. 

That  is  about  all  I  can  say  on  wheat.  I  am  kind  of  new  growing 
wheat.  I  would  rather  not  be  growing  it. 

Senator  Cochran.  Well,  this  is  a  current  phenomenon  in  Missis- 
sippi, isn't  it.  We  have  seen  dramatic  increases  in  acreage  all  over  the 
State  devoted  to  wheat?  I  know  this  year  they  are  estimating  over 
300,000  acres  will  be  devoted  to  wheat  compared  with  just  about  half 
that  2  years  ago.  I  understand  that  one  of  the  reasons  for  it  is  the 
drought.  Obviously  other  crops  weren't  going  to  make  it,  so  that 
farmers  moved  right  in  with  some  wheat. 

Mr.  Mask.  Well,  I  think  that  most  people  are  doing  it  for  the  same 
reason,  I  mean,  just  trying  to  survive.  If  we  can  hold  off  2  or  3  more 
years,  we  might  make  it. 

Senator  Cochran.  Were  you  familiar  with  the  battle  we  had  to 
fight  with  the  normal  crop  acreage? 

Mr.  Mask.  Yes,  sir. 

Senator  Cochran.  Normal  crop  acreage  is  a  program  that  the  Secre- 
tary implemented  or  was  in  the  process  of  implementing  that  would 
have  restricted  sharply  the  amount  of  acreage  that  could  be  planted 
in  wheat  primarily  in  the  South. 

Mr.  Mask.  I  think  that  should  be  completely  done  away  with. 

Senator  Cochran.  I  was  encouraged  we  were  able  to  get  an  amend- 
ment to  the  appropriations  bill  last  year  that  prohibited  the  Depart- 
ment from  implementing  the  normal  crop  acreage  requirement.  This 
year  we  are  looking  into  it  again  as  part  of  the  new  farm  bill.  I  am 
hopeful  we  can  do  away  with  it  as  you  recommend.  It  certainly 
seemed  to  me  it  was  being  pushed  by  midwestern  and  northern  mid- 
western  farmers  to  protect  themselves  from  competition  from  southern 
farmers. 

Mr.  Mask.  Yes,  sir. 

Senator  Cochran.  That  was  my  suspicion,  anyway. 

Thank  you.  I  will  have  some  more  questions  in  a  little  bit  about  some 
of  the  other  important  matters  in  your  statement.  Our  next  witness  is 
R.  O.  Buckley,  executive  vice  president  of  the  Mississippi  Cattlemen's 
Association. 
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STATEMENT  07  B.  0.  BUCKLEY,  EXECUTIVE  VICE  PBESIDEHT, 
MISSISSIPPI  CATTIEMEH'S  ASSOCIATION  JACKSOV,  HOB. 

Mr.  Buckley.  Senator,  we  appreciate  your  holding  these  hearings 
in  the  State  an<l  letting  our  Mississippi  people  have  some  input  into 
the  legislative  system.  I  also  appreciate,  I  want  to  tell  you  on  behalf 
of  all  of  our  members  of  our  association,  we  appreciate  your  asking  me 
to  make  a  statement  here.  As  you  know,  the  beef  cattle  people  are 
having  a  pretty  tough  time.  They  are  falling  upon  hard  times  again. 
Back  in  the  1970's,  mid-1970's,  we  had  some  4  years  that  were  dis- 
astrous as  far  as  making  any  money  was  concerned.  And  nobody 
made  any  money.  Then  we  had  about  a  year  and  a  half  of  pretty 
profitable  times  in  which  most  segments  showed  a  profit.  And  now, 
the  thing  has  turned  around  again  and  we  are  falling  on  hard  times 
again. 

During  the  4-year  period  of  the  mid-1 970's,  when  times  were  so 
tough,  the  cattlemen  reduced  numbers  drastically  and  turned  the 
cattle  cycle  around.  And  the  cattle  industry  did  what  was  necessary 
to  reduce  these  numbers.  And  this  should  have  put  the  industry 
in  a  profitable  situation  for  a  number  of  years.  But  it  did  not.  There 
is  no  segment  of  the  industry  making  any  money  today.  It  is  just 
a  real  tough  situation. 

Now,  one  of  the  greatest  concerns  that  cattle  people  have  got  today 
is  really,  in  a  way,  it  is  nothing  to  do  maybe  with  agriculture  or  witn 
the  cattle  industry,  but  this  is  inflation  in  this  country.  Inflation  has 
caused  production  costs  of  cattle  to  rise  so  much  more  rapidly  and 
increased  prices  till  it  is  noway  to  keep  up  with  it.  Inflation  has  also 
eroded  the  demand  side  of  beef.  Consumers  are  somewhat  concerned. 
Everybody  is  concerned  about  inflation.  Consumers  are  concerned 
about  saving  money  and,  so,  therefore,  they  are  shopping  a  little 
closer  and  are  eating  less  beef  or  trying  to  find  a  cheaper  substitute. 
Inflation  is  perhaps  the  single  most  important  thing  in  this  country 
today. 

About  three  things  will  keep  the  cattle  people  from  being  in  a  profit 
situation  and  this  is  inflation,  interest  rates,  and  then  the  total  econ- 
omy. We  feel  that  when  those  three  things  kind  of  get  turned  around 
a  little  bit,  we  will  be  in  a  much  better  position  to  make  some  money. 
Now,  we  support  the  budget  cuts  that  the  President  has  recommended. 
We  are  ready  and  willing  to  take  our  cuts  along  with  everybody  else. 
We  are  not  interested  in  taking  anybody  else's  cuts.  We  feel  like 
everybody  is  in  this  thing  together  and  everybody  can  take  their 
own  licks.  And  if  we  will  all  take  them,  we  will  work  out  of  it.  If  we 
don't,  it  is  just  going  to  be  tough. 

Now,  we  are  also  concerned  about  a  balanced  budget.  We  don't 
feel  like  that  an  individual  nor  a  business  nor  a  country  can  continu- 
ously spend  more  money  that  it  takes  in.  We  are  much  concerned  about 
a  balanced  budget. 

Now,  the  cattlemen  are  fiercely  independent  and  generally  don't 
ask  for  a  great  many  things.  They  just  generally  want  a  little  help 
from  the  Government  to  create  a  good  atmosphere  in  which  they  can 
operate  their  business.  We  have  a  few  problems  and  a  few  programs  in 
which  we  are  interested. 

A  couple  of  things  we  are  interested  in  is  estate  tax  and  energy 
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cost.  We  have  a  real  problem  with  that.  Now,  we  realize  that  every- 
body in  agriculture  has  got  to  make  a  profit.  And  we  aren't  going  to 
make  any  suggestions  about  any  other  commodities.  But  we  would 
just  like  you  to  keep  in  mind  that  when  you  are,  when  the  grain,  the 
corn  bill  is  written,  that  grain  is  an  input  cost  to  cattlemen,  just  like 
energy  or  tractors,  money,  whatever. 

Now,  one  of  the  real  problems  that  we  have  in  the  cattle  industry 

Fer  se  is  brucellosis.  Now,  I  am  just  going  to  mention  that  hurriedly, 
have  been  going  to  brucellosis  meetings  for  30  years  and  talked 
about  it  all  this  time  and  haven't  gotten  a  whole  lot  done  about  it. 
We  feel  like  a  we  have  got  a  program  beginning  in  January  of  next 
year.  It  is  going  to  be  a  little  tough  on  cattlemen,  but  we  feel  like  that 
we  can  get  a  handle  on  this  problem  and  get  it  in  position  to  get  it 
under  control  and  perhaps  sometime  down  the  roaa  to  eradicate  it. 

Now,  we  are  also  interested  in  research  and  extension,  funds  for 
those  two  groups  and  those  two  programs.  Now,  as  I  said,  we  are 
willing  to  take  our  budget,  our  cuts  and  whatever  it  may  be.  We 
don't  have  a  great  many  programs  where  we  get  a  direct  appropriation 
dealing  with  cattle  from  the  Government.  The  brucellosis  program, 
some  of  the  disease  programs  are  some  of  them.  And  we  would  lie  to 
have  some  input  into  them  when  the  money  is  being  put  out  into 
various  programs,  to  hopefully  keep  the  brucellosis  program  up  at  a 
given  level  where  it  is  today  and  perhaps  cut  some  of  our  other  pro- 
grams to  offset  that.  We  think  it  is  important  enough  that  we  would 
sure  like  to  take  a  look  at  doing  it. 

Now,  the  brucellosis  problem  in  Mississippi  is  one  of  the  biggest 
ones  we  have  got.  And  we  finally  have  got  the  industry  ready  to  get 
with  it  and  do  something  about  it.  And  that  is  the  reason  it  is  so 
important. 

We  appreciate  the  opportunity  to  be  here  and  we  appreciate  what 
you  do  for  Mississippi  and  the  Nation  and  for  our  industry. 

Senator  Cochran.  Thank  you  very  much,  R.  O.  I  appreciate  your 
statement. 

The  fourth  member  of  our  first  panel  on  crops  and  livestock  is 
Warren  Megehee,  who  will  talk  about  the  dairy  title  of  the  farm  bill. 
Warren,  welcome  to  the  committee. 

STATEMENT  OF  WARREN  MEGEHEE,  BROOKSVULE,  MISS. 

Mr.  Megehee.  Senator,  I  would  like  to  say  thanks  for  being  invited, 
to  be  able  to  participate  in  this  panel.  And  I  think  that  we  should  all 
be  very  mindful  that  we  live  in  a  country  in  which  we  as  individuals 
can  have  some  input  into  our  future.  I  think  we  should  always  be 
mindful  of  this. 

I  think  we  should  save  the  parity  program  for  milk.  I  believe 
that  somewhere  around  75  percent  is  a  minimum  to  90  percent  as  a 
maximum.  Some  of  the  reasons  for  this  is  different  from  some  other 
commodities.  We  do  have  a  perishable  commodity,  not  like  other 
commodities  that  the  farmer  can  store  and  hold  for  higher  prices, 
hopefully.  I  realize  that  powdered  milk,  cheese  can  be  stored,  but 
not  as  a  farmer.  He  cannot  store  these  products.  When  he  produces 
his  milk,  within  2  days  it  has  to  be  moved  to  market. 

I  recommend  that  we  have  semiannual  adjustments.  I  feel  that  in 
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f my  from  the  farm.  And  it  is  very  demoralizing  to  him  and  to  his 
amily. 

Now,  I  think  there  are  some  things  that  could  help 'the  farmer. 
Through  the  FmHA,  for  example,  if  these  people  cannot  produce 
that  do  not  have  the  requirements,  either  financially  or  ability, 
we  are  going  to  have  to  get  out  of  this  farm  financing  under  those  con- 
ditions. I  believe  that  the  tax  laws  could  be  changed  for  the  fanner. 
I  feel  that  if  a  man  has  a  job  somewhere,  whether  he  be  a  factory 
worker,  factory  owner,  lawyer,  or  doctor,  or  whoever  he  might  be, 
I  feel  that  he  ought  to  file  two  separate  tax  returns,  one  for  his  farm 
operation  and  one  for  his  other  occupation.  I  feel  that  if  this  were 
done,  this  would  keep  people  from  going  into  farming  and  helping 
with  overproduction  of  our  products. 

We  are  seeing  an  unfair  competition  in  the  farm  program  as  it 
is  now.  The  low  farm  interest  rates  from  Farmers  Home  Adminis- 
tration, SBA.  I  have  to  borrow  a  large  amount  of  money  to  operate. 
Fortunately  I  do  not  at  the  present  time  have  to  use  Farmers  Home 
Administration.  How  can  I  compete  going  into  the  bank  and  paying 
20  percent  for  my  money  when  tney  are  getting  it  for  5  or  12  percent. 
This  is  unfair  competition. 

There  is  one  of  two  things  poing  to  happen.  One  day  I  will  have 
to  be  a  Farmers  Home  Administration  borrower,  can't  survive  under 
these  conditions  and  no  other  farmer  can  with  the  cost  of  production 
going  up.  And  then  he  has  a  neighbor,  a  friend  that  is  borrowing 
money  considerably  less  than  he  is. 

We  have  another  situation:  The  feed  grain  programs  to  help  a 
farmer  that  has  lost  a  portion  of  his  crop,  a  disaster,  to  feed  his 
cows.  Three  cents  per  100  for  grain.  I  happen  to  live  in  a  county 
where  we  didn't  get  that.  How  do  I  compete  with  a  dairyman  5 
miles  from  me.  He  has  the  some  situation.  He  gets  it.  I  get  a  load 
of  corn  or  grain  that  costs  me  $3,000.  He  gets  a  load  that  cost  $2,000. 
unfair  competition,  the  inequities  of  Government. 

The  American  farmer,  and  I  don't  hesitate  to  say,  is  broke  today. 
He  is  living  on  inflation,  whether  it  be  on  his  equipment,  his  livestock, 
or  his  land.  But  he  is  being  eaten  up  by  this  inflation.  He  goes  back 
and  he  refinances  and  refinances  and  refinances  his  land  and  his 
equipment.  Of  course,  this  comes  back  to  inflation.  It  in  one  sense  is 
helpmg  him  today.  If  it  wasn't  for  this,  I  don't  know  what  he  would  do. 
But  on  the  other  hand,  if  it  wasn't  for  the  inflation,  his  cost  of  produc- 
tion wouldn't  be  so  great  and  he  may  be  better  off. 

Are  we  headed  for  a  socialized  agriculture.  I  say  yes,  if  this  trend 
continues.  When  you  look  at  the  indebtedness  of  the  farmer,  you 
look  at  his  financial  position,  you  look  at  how  much  more  and  more 
the  Federal  Government  is,  out  of  necessity,  having  to  help  him, 
where  are  we  headed.  We  don't  like  it.  It  is  a  bad  situation  I  think.  I 
am  asking  for  some  parity.  But  any  farm  bill,  legislation  passed 
should  be  designed  to  get  the  Government  out  of  agriculture  com- 
pletely. I  feel  that  as  was  mentioned  earlier,  the  Government  helped 
us  get  in  this  mess,  they  helped  in  many  cases  overproduce.  I  don't 
believe  that  they  can  drop  it  just  immediately  and  say,  well,  we  are 
out.  It  would  be  an  economic  disaster  to  the  entire  Nation.  But  I 
believe  that  any  program  that  we  develop  should  be,  down  the  road, 
that  we  are  going  to  be  able  to  get  completely  Government  out  of  the 
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farms.  Let  them  operate  as  free  enterprise  once  again.  It  will  need  to 
be  done  gradually.  It  can't  be  done  abruptly. 

And  again,  I  would  like  to  say  I  certainly  appreciate  the  opportunity 
of  expressing  my  personal  views. 

Senator  Cochran.  Thank  you,  Mr.  Megehee.  I  think  those  are  all 
excellent  statements  that  will  help  the  committee  to  come  to  terms 
with  some  of  the  harsh  realities  with  the  problems  that  exist  in  the 
farm  sector  all  over  the  country.  Another  reason  why  it  makes  me  all 
the  more  cognizant  of  the  importance  of  the  committee  coining  out 
and  having  field  hearings  is  that  we  don't  hear  this  testimony  in 
Washington.  There  is  something  about  those  marble  walls  and  chande- 
liers in  the  committee  rooms  that  inhibits  the  open  expression  of 
honestly  held  viewpoints.  I  think  one  of  the  best  exercises  a  committee 
of  the  Congress  can  engage  in  is  to  take  the  committee  out,  take  down 
this  testimony,  bring  it  to  the  attention  of  the  other  members  of  the 
committee  and  make  sure  that  these  expressions  and  sentiments  are 
reflected,  if  at  all  possible,  in  the  writing  of  the  new  farm  act. 

These  have  been  provocative  statements  that  ought  to  sink  in  and 
make  us  aware  of  tne  importance  of  coming  to  terms  with  creating 
an  atmosphere  for  profitable  operations  for  the  agricultural  sector, 
with  the  least  amount  of  Government  intrusion  into  the  decision- 
making process  that  farmers  have  to  engage  in. 

I  wonder  about  one  aspect  of  some  of  the  testimony.  We  talked 
about  disaster  striking  farmers.  You  know  the  farm  legislation  that 
we  have  really  tries  to  protect  the  commodity  producers  from  the 
consequences  of  natural  disasters  that  can  strike  farmers,  such  as 
floods,  hail  storms,  or  whatever  might  occur.  We  do  realize  that  some- 
times in  the  implementation  of  these  disaster  assistance  programs 
inequities  crop  in,  as  Mr.  Megehee  pointed  out,  as  the  programs  have 
to  draw  the  line,  saying  this  county  is  eligible  for  this  kind  of  assistance 
or  this  county  is  not.  But  I  wonder  about  the  effort  that  is  being 
made  by  Congress  now  to  implement  a  Federal  crop  insurance  program 
and  get  away  from  the  traditional  form  of  disaster  assistance  oenefits, 
where  each  individual  farm  is  covered  and  the  crop  is  covered  by  an 
insurance  policy  in  effect.  Under  this  program  the  Government  assists 
the  farmer  by  paying  part  of  the  premium  and  then  stands  behind  the 
obligation  to  pay  benefits.  What  is  your  reaction  to  that?  Larry 
Blocker. 

Mr.  Blocker.  Yes,  sir.  The  Federal  crop  insurance  is  fine,  except 
as  far  as  I  know  my  county  hasn't  been  approved.  It  is  my  under- 
standing that  Clay  County  has  a  17-bushel  base  or  whatever,  whatever 
you  would  call  it.  And  a  man  can  live  right  across  in  Clay  County  and 
have  a  17-bushel  base,  but  his  neighbor  can  be  right  across  the  road 
and  they  have  a  24-bushel  base.  And  it  seems  like  that,  it  really  puts  a 
hardship  on  the  farmers  that  don't  have  any  insurance  at  all.  And  I 
am  not  aware  of  it  being  approved  in  Oktibbeha  County. 

Senator  Cochran.  Well,  that  is  one  problem  that  we  know  exists. 
And  because  of  that,  I  think  it  is  important  that  this  farm  bill  provide 
for  a  disaster  assistance  benefit  in  areas  where  the  Federal  crop 
insurance  act  has  not  been  fully  implemented.  I  don't  think  the  Govern- 
ment can  just  turn  its  back  on  farmers  and  see  some  hit  by  natural 
disaster  and  say,  "I  am  sorry,  we  can't  do  anything  about  it,"  or 
"We  have  a  Federal  crop  insurance  law,  but  your  county  didn't  get 
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covered  in  time/'  I  surely  don't  want  to  see  that  happen.  And  I 
don't  think  the  Congress  intends  for  that  to  happen.  People  will  fall 
through  the  cracks  like  that. 

We  are  in  a  period  of  transition  from  one  kind  of  protection  to 
another.  So,  I  hope  that  there  will  be  protection  written  m  that  would 
help,  for  instance,  Oktibbeha  County,  since  it  is  not  covered. 

There  is  one  other  question  that  I  did  want  to  bring  up.  You  men- 
tioned the  establishment  of  a  base.  Of  course,  we  don't  have  sufficient 
statistics  right  now,  they  tell  us  at  the  Department  of  Agriculture  on 
yields  per  farm  to  have  a  base  established  for  each  farmer.  But  the 
intent  of  the  law  is  that  this  will  be  done  as  soon  as  field  information 
and  statistics  can  be  compiled  so  a  base  per  farm  can  be  established 
so  that  each  farm  would  stand  on  its  own  And  that  you  wouldn't 
have  a  county-by-county  base  established.  That  would  be  temporary. 

If  there  are  any  inequities  in  that  system,  though,  we  surely  need 
to  know  about  them  and  try  to  get  in  on  the  front  end  to  help  estab- 
lish an  accurate  base.  Mention  this  in  talking  with  your  local  ASCS 
people  and  others  who  are  going  to  be  in  charge  of  implementing 
that  program. 

Mike,  what  is  your  reaction  to  the  Federal  crop  insurance  proposal? 

Mr.  Mask.  I  think  it  should  be  on  a  farm-to-farm  basis,  with  the 
farmer  having  to  prove  a  4-  or  5-year  yield. 

Senator  Cochran.  So,  there  are  going  to  be  some  problems  with  it 
as  growing  pains  or  startup  problems,  when  we  don't  have  that  ade- 
quate information  available.  Larry. 

Mr.  Blocker.  You  have  got  farmers  all  over  the  county  that,  you 
know,  you  have  good  and  bad  and  just  any  commodity  that  you  are 

f^oing  to  produce.  But  a  lot  of  the  good  farmers,  it  would  seem  more 
air  that  it  be  on  a  per  farmer  basis  because  this  real  good  farmer 
that  has  got  a  higher  yield  average  also  has  got  more  input  into  this 
thing.  And  a  disaster  for  him  could  be  higher  bushels  than  a  disaster 
for  possibly  a  poor  manager.  Just  right  off  the  bat,  not  having  thought 
much  about  it,  I  would  think  that  it  ought  to  be  through  an  ASCS 
office  considering  that  particular  person's  abilities. 

Senator  Cochran.  Yes.  One  common  thread  that  ran  through  the 
testimony  that  I  noticed  was  the  need  to  invest  money  in  research,  to 
improve  our  technology  and  our  ability  to  bring  farm  commodities 
to  the  marketplace  in  a  less  expensive  way.  I  know  Mr.  Megehee 
talked  about  developing  a  new  way  of  handling  milk.  And  I  remember 
in  testimony  we  heard  in  Washington  there  is  some  new  effort  being 
made  to  remove  the  water  content  of  milk  at  the  farm  because  of  the 
increased  cost  of  transporting  such  large  quantities  from  farm  to  market, 
farm  to  processor,  then  from  processor  to  market,  as  was  mentioned. 
There  is  one  encouraging  sign.  In  spite  of  all  you  hear  and  see 
about  the  current  administration's  budget  cuts,  it  was  recognized 
early  by  this  administration  that  additional  investments  should  be 
made  in,  and  would  be  helpful  in  the  long  term  in  the  agricultural 
research  area.  So,  increases  have  been  recommended  by  President 
Reagan  over  and  above  last  year  for  the  science  and  education  area. 
I  just  mention  the  agricultural  research  increase  amounts  to  7  percent, 
cooperative  research  is  16.6  percent  above  last  year  and  extension,  4.5 
percent.  AH  of  that  amounts  to  a  significant  increase  in  funding  recom- 
mended in  agricultural  research.  That  is  one  of  the  bright  spots  in 
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the  President's  budget  for  those  interested  in  improving  our  produce 
tivity  and  trying  to  help  improve  our  capacity  to  produce  enough 
food  and  fiber.  I  know  Larry  Blocker  mentioned  the  small  percentage 
of  money  going  to  soybean  research  in  the  total  research  dollar.  That 
should  help  the  soybean  research  program. 

I  was  over  at  Stoneville  not  too  long  ago  and  noticed  some  work 
being  done  in  soils  and  other  problems  relating  to  soybean  research. 
A  lot  of  good  work  is  being  done  there  in  that  area  that  I  am  aware 
of  and  a  lot  of  that  work  is  new.  I  hope  we  can  be  receiving  some 
obvious  benefits  from  that  in  the  near  future. 

In  connection  with  soybeans — I  understand  Mike  Mask  has  a 
personal  interest  with  farming  soybeans,  too — there  has  been  some 
talk  about  creating  a  soybean  reserve  similar  to  a  corn  reserve  or 
wheat  reserve  that  is  a  farmer-held  reserve  with  a  trigger  price  mech- 
anism where  the  Government  will  help  pay  storage  costs  and  provide 
low-interest-rate  loans  during  storage.  What  is  your  reaction  to  the 
suggestion  that  some  are  making  about  a  soybean  reserve?  What 
do  you  think  about  that,  Mike? 

Mr.  Mask.  I  don't  like  it. 

Senator  Cochran.  That  is  one  thins  about  Mike.  You  have  a 
hard  time  telling  where  he  stands.  And  I  appreciate  knowing  that. 
That  is  the  sentiment  we  have  heard  generally.  What  about  it,  Larry? 
What  about  farmers  in  this  area? 

Mr.  Blocker.  Well,  the  ASA,  American  Soybean  Association 
has  taken  a  stand  on  this.  And  one  of  my  colleagues,  Ralph  Weems. 
is  here  and  he  is  on  the  American  Soy  Dean  Association  Board.  And 
I  stand  to  be  corrected.  I  think  they  are  dead  set  against  reserves. 

Mr.  Weems.  100  percent. 

Senator  Cochran.  That  has  been  the  testimony  of  the  Soybean 
Association.  Does  that  mean  you  are,  too? 

Mr.  Blocker.  Yes,  sir. 

Senator  Cochran.  Sometimes  the  leader  doesn't  necessarily  reflect 
all  the  sentiments  of  those  they  are  supposed  to  be  representing, 
though.  That  is  why  I  asked  you.  I  knew  what  the  official  position 
was  of  the  Soybean  Association.  We  did  hear  testimony  from  that 
group  in  Washington. 

Mr.  Megehee. 

Mr.  Megehee.  In  addition  to  dairy,  I  do  grow  soybeans.  I  would 
be  opposed  to  this  type  of  program  because  traditionally  there  is 
among  the  farmers  a  mistrust  of  the  Federal  Government  along 
these  lines.  Now,  we  have  seen  it  before,  years  before  when  they 
would  hold  the  wheat  and  grain.  Prices  would  move  up.  You  could 
look  for  this  to  come  on  the  market  then.  And  the  farmer  is  afraid 
that  this  will  occur  again  and  this  is  why  he  is  suspicious  of  it.  Then, 
I  testified  that  I  would  like  to  see  some  of  it  in  the  dairy  industry 
due  to  the  nature  of  the  perishable  product,  but  not  a  great  deal 
of  it.  I  think  it  is  needed  for  stabilization  only. 

Senator  Cochran.  Thank  you  very  much.  One  other  common 
thread  that  ran  through  the  testimony,  I  thought,  and  particularly 
was  identified  by  R.  O.  Buckley  as  a  problem  that  faces  all  farmers  is 
the  cost  of  production — inflation. 

It  is  time  that  we  realized  we  can't  cure  all  farm  problems  in  a 
farm  bill.  I  think  that  is  another  sentiment  that  is  shared  by  the 
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witnesses  on  this  panel.  For  instance,  we  have  got  to  do  something 
about  the  cost  of  production  by  reassessing  the  way  the  Government 
is  conducting  its  business,  through  the  regulations  it  issues,  the  ex- 
penses and  costs  that  are  added  on  the  backs  of  farmers  and  businesses 
and  consumers  and  taxpayers  because  of  regulations  written  in  Wash- 
ington. That  has  to  be  addressed.  That  is  a  part  of  the  economic 
recovery  program,  along  with  the  balanced  budget  concept,  reducing 
spending  where  it  can  be  done  without  jeopardizing  needed  and  im- 

Eortant  programs,  as  well  as  reforming  the  tax  structure  to  help  put 
ack  into  the  system  incentives  for  working  and  for  producing  and 
investing  and  saving.  I  think  Mr.  Megehee  highlighted  this  as  a 
problem,  too,  about  how  it  is  impossible  to  get  into  farming  now, 
with  the  costs  up  so  high.  So,  I  think  as  a  committee,  the  Senate 
Agriculture  Committee  ought  not  to  just  restrict  its  attention  to  what 
is  in  the  farm  bill,  but  we  ought  to  become  a  force  in  Congress  for 
urging  changes  in  tax  laws  and  the  regulatory  process  so  that  all  of 
this  together  will  help  create  a  better  atmosphere  and  economic  oppor- 
tunity for  new  farmers  and  old  farmers  alike  to  operate  on  a  better 
economic  basis. 

That  is  a  real  challenge  that  I  think  exists.  There  are  things  that 
ought  to  be  done,  like  the  estate  tax  laws.  That  was  mentioned  by 
somebody.  We  ought  to  look  at  ways  to  increase  the  exemptions  on 
estate  tax  loss.  We  are  requiring  people  to  break  up  small  family 
farms  to  pay  inheritance  and  estate  taxes.  That  is  not  appropriate. 
That  is  not  going  to  serve  the  national  interest.  The  amount  of  money 
that  is  earned  by  the  Government  from  that  revenue  source  is  small 
in  comparison  to  its  total  revenues. 

Another  factor  that  I  think  ought  to  be  looked  at  is  investment  tax 
credit.  We  hear  about  it  being  available  to  industries  and  plants.  That 
ought  to  be  available  to  farmers.  When  they  are  thinking  about  pur- 
chasing new  equipment  or  putting  money  into  a  new  farm  building, 
an  investment  tax  credit  should  be  available  to  farmers. 

A  depreciation  acceleration  has  been  recommended  by  the  adminis- 
tration and  by  some  on  the  Senate  Finance  Committee  and  in  the 
House  Ways  and  Means  Committee.  That  also  ought  to  be  made 
available  for  farm  operations.  Depreciation  of  equipment  for  tractors 
and  other  equipment  that  is  used  in  farming  operations  ought  to  be 
subject  to  these  accelerated  depreciation  schedules,  to  better  provide 
opportunities  to  operate  your  farms  at  a  profit. 

I  didn't  mean  to  get  carried  away  and  make  a  speech  myself.  I  am 
supposed  to  be  here  to  listen.  But  that  does  highlight  some  very 
important  considerations. 

In  the  research  area,  we  were  talking  about  how  corn  is  an  input  in 
cattle  operations.  Recently,  I  had  before  the  Subcommittee  on  Agri- 
cultural Appropriations  that  I  chair  in  Washington,  some  people 
involved  in  the  Science  and  Education  Administration  at  USI5A. 
We  were  talking  about  new  developments  in  forage  research.  It  is  my 
hope  that  we  will  see  greater  attention  placed  on  using  institutions  in 
the  South  to  conduct  some  of  this  research  with  the  view  toward 
maybe  reducing  the  amount  of  grain  that  has  to  be  bought  where 
we  have  to  feed  our  cattle  using  corn  or  other  grains.  We  can  use  new 
techniques  and  develop  new  strains  of  grasses  and  other  feeds  here  in 
the  southern  region  so  we  can  bring  our  cattle  to  slaughter  without 
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having  to  send  them  out  west  to  these  feedlots.  This  will  increase  our 
opportunities  to  have  cattle  farming  operations  that  are  much  more 
efficient  and  moneymaking. 

Mr.  Buckley.  We  have  also  said  we  had  trouble  feeding  cattle  in 
Mississippi — and  we  do  have  problems.  But  with  energy  costs  and 
transportation  costs  continually  escalating,  it  may  be  more  desirable, 
and  more  profitable,  to  feed  cattle  in  our  area  than  it  ever  has  been 
before.  I  think  this  is  something  we  need  to  look  at.  And  this  research 
you  are  talking  about,  I  think  it  is  real  important  that  a  lot  of  this 
research  be  funneled  through  the  States  rather  than  on  the  national 
level,  with  the  States  cooperating  between  each  other  and  not  all  of 
them  doing  the  same  thing.  But  generally  speaking,  I  would  like  to 
see  most  of  this  research  being  done  through  the  State  institutions. 

Mr.  Megehee.  Along  this  research,  I  am  all  for  the  research.  But 
may  it  be  directed  to  reducing  the  cost  of  production  and  maybe  this 
will  increase  production.  But  I  think  the  emphasis  should  be  made  on 
reducing  the  cost  of  production  because  if  we  have  research  that 
produces  more  soybeans,  more  corn,  more  wheat  to  the  acre,  we  are 
still  in  the  same  situation.  If  we  produce  more,  that  is  more  surplus. 
We  get  less  for  our  product  and  it  will  do  us  very  little  good.  It  needs  to 
be  directed  at  reducing  the  cost  or  input  without  greatly  increasing 
the  yield. 

Senator  Cochran.  We  don't  want  to  overproduce  the  market. 
There  is  no  question  about  it. 

Mr.  Megehee.  If  there  is  an  excessive  amount  of  research,  you  see 
where  this  could,  what  it  could  lead  to.  If  we  increase  the  soybeans  5 
bushels,  10  bushels,  we  would  still  be  in  serious  shape. 

Senator  Cochran.  Well,  if  we  had  folks  out  there  buying  it,  we 
would  be  in  good  shape. 

Mr.  Megehee.  You  are  going  to  have  to  sell  the  product. 

Senator  Cochran.  If  the  market  is  there 

Mr.  Megehee.  You  are  going  to  have  to  market  it.  Increased 
production  without  increased  markets,  you  will  still  be  in  bad  shape. 

Senator  Cochran.  I  think  this  has  been  a  very  useful  panel  dis- 
cussion and  the  statements  that  have  been  made  by  the  panel  I  know 
will  be  very  helpful  to  the  committee.  And  let  me  express  my  sincere 
appreciation  for  each  of  you  being  here  and  helping  the  committee 
in  the  way  you  have.  Thank  you  very,  very  much. 

Our  next  panel  is  made  up  of  four  individuals  who  are  here  with 
us  this  morning  to  talk  about  conservation  generally  and  specifically 
some  ideas  that  they  may  have  for  what  tne  committee  should  be 
aware  of  in  the  area  of  soil  and  water  conservation  and  forestry. 

We  have  O.  W.  Ball,  a  farmer  and  soil  and  water  commissioner 
from  Monroe  County;  Ralph  Weems,  a  farmer  and  soil  and  water 
commissioner  from  Clay  County;  Ike  Franklin,  a  farmer  and  ASCS 
county  committeeman  from  Lowndes  County;  and  Dr.  Charles  Lee, 
who  is  dean  of  the  school  of  forestry  at  Mississippi  State  University. 
If  all  of  you  would  come  forward  now  and  take  seats  here  at  the 
witness  table,  we  will  conduct  this  secondphase  of  our  hearing  in  the 
same  way  as  we  did  the  first,  as  a  panel.  We  will  ask  that  each  of  you 
give  the  committee  the  benefit  of  your  thoughts  in  the  area  of  con- 
servation regarding  what  the  Congress  ought  to  be  aware  of.  And 
then  we  will  proceed  with  the  question-and-answer  discussion  of  the 
things  that  you  raise. 
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Before  we  begin  this  aspect,  I  noticed  that  since  I  was  welcoming 
other  Members  of  Congress  and  representatives  of  congressional 
offices  and  putting  into  the  record  statements  from  others,  former 
Congressman  Tom  Abernethy  has  come  into  the  hearing  room.  And 
I  want  to  especially  welcome  him  here.  He  knows  more  about  this 
than  all  of  us  put  together.  Well,  that  may  be  stretching  it  a  little 
bit,  Tom.  We  really  appreciate  seeing  you  here  and  welcome  you 
very  warmly. 

Mr.  Abernethy.  Thank  you. 

Senator  Cochran.  First,  let's  hear  from  O.  W.  Ball,  Monroe 
County.  Mr.  Ball,  you  may  proceed  as  you  wish  to. 

Mr.  Ball.  Thank  you. 

Senator  Cochran.  Give  us  the  benefit  of  your  statement. 

STATEMENT  OF  0.  W.  BALL,  0K0L0NA,  MISS. 

Mr.  Ball.  Thank  you.  I  am  concerned.  The  Nation's  soil  and 
water  resources  are  bemg  wasted  at  a  deplorable  rate,  one  which  the 
Nation  cannot  sustain.  The  economic  climate  in  agriculture,  both 
now  and  for  the  foreseeable  future,  will  accelerate  this  way,  not 
reduce  it. 

If  we,  in  America,  especially  in  Mississippi,  are  to  have  a  sustain- 
able agriculture,  one  tnat  maintains  its  strength  and  productivity 
in  the  face  of  strong  demands  for  farm  products,  we  must  have ipublic 
soil  conservation  programs  that  are  realistic,  modern,  and  effective 
in  creating  incentives  to  encourage  farmers  to  include  conservation 
as  an  internal  part  of  farm  operations. 

I  notice  that  we  are  cutting  back  on  Federal  spending  and  I  support 
the  President  in  those  efforts.  There  are  difficult  decisions  to  be 
made  in  making  these  reductions.  I  do  not  envy  him  in  making 
those  decisions.  What  must  be  done  is  nothing  less  than  complete 
reordering  of  the  national  priorities.  Federal  money  must  be  spent 
to  compete  and  conflict  with  private  enterprise  or  provide  benefits 
that  can  be  safely  forgone.  I  am  pleased  that  the  ^President,  in  his 
budget  proposal,  recommended  only  modest  reductions  for  most 
of  the  soil  conservation  efforts. 

Even  in  the  face  of  Federal  spending  reduction,  we  must  still 
do  what  must  be  done.  I  feel  soil  and  water  conservation  is  defi- 
nitely one  of  those  must  items.  The  amount  of  Federal  money 
needed  for  conservation  I  feel  is  very  modest.  If  we  don't  spend  that 
money  on  soil  and  water  conservation  and  do  it  fairly  soon,  land 
damage  could  result  in  a  doubling  of  the  real  cost  of  food  in  the 
not-too-distant  future. 

The  total  request  that  has  been  requested  in  making  the  soil  con- 
servation programs  and  by  that  I  mean  all  of  the  research,  education, 
technical  assistance,  loans,  and  cost  sharing  combined,  I  think  would 
raise  that  ratio  to  $1.37  out  of  $700.  Still  only  about  $6  per  American 
per  year,  in  terms  of  Federal  spending.  I  ask  you  which  makes  the 
most  sense,  from  the  point  of  view  of  the  consumers  and  taxpayers, 
$6  per  year  today  or  a  doubling  of  food  cost  tomorrow.  To  survive 
a  society  must  spend  what  is  necessary  to  insure  its  own  future. 
Costs  are  not  a  question  when  the  price  of  not  taking  action  is  so 
high.  The  people  of  this  Nation  must  be  made  aware  of  the  risk  they 
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take  if  they  do  not  pay  the  modest  bills  that  an  adequate  conservation 
program  will  entail. 

Soil  and  water  conservation  programs  that  preserve  our  productive 
strength  are  vital  to  our  national  defense,  because  they  are  part 
of  it.  We  must  have  strength  to  defend  ourselves  and  that  strength 
must  come  from  the  land  and  what  the  people  can  profitably  pro- 
duce from  it.  Doing  half  enough  to  keep  that  land  from  being  destroyed 
is  like  spending  half  enough  to  defend  it  from  an  aggressor. 

We  live  with  the  land  every  day  and  know  what  is  needed  for 
soil  and  water  conservation  efforts  to  be  truly  effective.  Now  we 
need  to  ask  the  Members  of  Congress,  who  know  these  conservation 
programs,  to  redouble  their  effort  and  fight  even  harder  for  the  money 
needed  to  support  an  adequate  national  soil  conservation  program. 
Improved  effectiveness  may  mean  new  program  ideas,  or  it  may 
mean  improved  policies  or  administration  of  the  existing  programs. 

I  think  by  properly  funding  the  conservation  programs  in  these, 
the  great  United  States,  we  can  achieve  that  one  goal  that  we  are 
striving  for,  an  improved  soil  and  water  conservation  program  in 
America.  I  think  that  we  still  have  to  seek  to  help  farmers  and  ranchers 
enjoy  more  permanent,  stable,  constructive,  and  profitable  life's 
work  that  leaves  the  Nation's  endowment  of  good,  productive  land 
better  than  when  we  started.  But  let  us  never  forget,  we  don't  work 
for  dollars  or  programs,  they  are  just  methods  for  achieving  our 
goal.  We  work  for  people  and  we  speak  for  the  land. 

Senator  Cochran.  Thank  you  so  much,  Mr.  Ball.  That  was  a 
very  fine  statement.  And  we  will  move  along  to  the  other  witnesses. 
I  will  reserve  the  questions  that  I  have  until  all  have  finished  their 
statements. 

Let's  hear  next  from  Ralph  Weems,  who  is  a  soybean  farmer  and 
on  the  national  board  of  the  American  Soybean  Association.  He 
is  also  the  soil  and  water  commissioner  from  Clay  County. 

STATEMENT  OF  RALPH  WEEMS,  SOU  AND  WATER 
COMMISSIONER,  WEST  POINT,  MISS. 

Mr.  Weems.  Thank  you,  Senator  Cochran.  I  appreciate  this 
opportunity  to  appear  at  this  hearing  and  make  a  statement  about 
soil  and  water  conservation.  The  conservation,  development,  and 
proper  utilization  of  the  Nation's  soil  and  water  resources  is  one 
of  the  most  important  things  that  can  be  done  to  insure  the  future 
prosperity  of  this  Nation.  The  history  of  other  nations  has  proven 
this  many  times  over.  No  nation  can  prosper  without  the  availability 
or  the  abundance  or  the  quality  of  natural  resources.  Not  only  are 
these  natural  resources  essential  to  produce  food,  shelter,  and  clothing, 
but  they  affect  most  other  aspects  of  man's  welfare.  As  the  population 
of  this  Nation  and  of  the  World,  as  you  mentioned  before,  increases, 
there  will  be  increasing  demands  put  upon  the  soil  and  water  re- 
sources of  this  country.  Knowing  this,  we  are  permitting  availability 
of  these  resources  to  decrease  yearly  at  an  alarming  rate,  both  in 
quality  and  quantity. 

Each  year  there  are  millions  of  acres  of  good  farming  land  being 
put  to  irreversible  uses  such  as  urban  and  built-up  areas  for  high- 
ways and  housing  projects.  In  addition,  there  are  billions  of  tons  of 


Digitized  by 


Google 


166 

available  topsoil  being  washed  off  the  land  and  into  the  streams  of 
this  Nation.  This  soil  is  lost  forever.  Much  of  the  land  has  been 
eroding  so  badly  it  can  no  longer  be  used  for  agricultural  production. 
In  Mississippi  the  average  annual  soil  loss  for  cropland  is  some  10.9 
tons  per  acre  per  year.  And  it  is  probably  higher  than  that  in  north 
Mississippi.  This  is  the  third  highest  loss  in  the  United  States.  It  has 
been  estimated  that  the  total  soil  lost  in  the  State  exceeds  100  million 
tons  annually.  It  has  been  estimated  that  about  two-thirds  of  the 
topsoil  on  hill  cropland  has  been  lost  by  erosion.  We  realize  that 
that  is  what  helped  make  the  Mississippi  Delta,  but  at  the  same  time 
we  don't  want  to  see  our  valuable  land  going  into  the  delta  nor  does 
Iowa  or  Illinois. 

We  must  recognize  that  soil  and  water  are  our  finite  resources  and 
must  be  treated  as  such  if  we  believe  that  the  future  welfare  of  this 
Nation  depends  on  an  abundance  of  good  soil  and  water  resources. 
There  will  be  increasing  demand  upon  these  resources.  And  if  we  are 
losing  these  resources  as  we  are  at  an  unacceptable  rate,  we  have  no 
choice  but  to  do  a  better  job  of  soil  and  water  conservation,  develop- 
ment, and  utilization.  Unless  we  do  this,  it  seems  to  me  that  we  are 
burning  the  fuse  at  both  ends  and  that  we  are  on  a  course  of  self- 
destruction. 

The  responsibility  of  soil  and  water  conservation  does  not  rest 
entirely  with  the  individual  who  tills  the  land.  It  is  the  responsibility 
of  every  person.  The  farmer  is,  as  usual,  in  a  real  economic  squeeze. 
I  think  we  have  heard  our  producer  friends  just,  prior  testimony  to 
the  squeeze  that  they  are  in.  We  are  all  in  that  squeeze.  The  farmers 
do  not  have  the  funds  to  invest  in  something  that  will  benefit  society 
in  future  generations  primarily. 

According  to  a  nationwide  survey  made  in  1979,  the  majority  of  the 
people  surveyed  fully  support  the  Federal  Government  sharing  of  the 
cost  of  soil  and  water  conservation.  I  believe  that  it  is  essential  for 
the  Federal  Government  more  adequately  to  fund  the  soil  and  water 
conservation  program  of  this  Nation.  That  is  one  of  the  best  invest- 
ments we  can  make  in  the  future  of  the  people  of  the  Nation. 

In  addition  to  cost  sharing,  farmers  must  have  technical  assistance 
to  help  him  plan  and  apply  a  conservation  program  on  his  farm. 
During  the  past  several  years,  this  technical  assistance  has  been 
decreasing  every  year.  The  SCS  is  the  primary  agency  in  the  U.S. 
Department  of  Agriculture  that  provides  such  assistance.  During  the 
past  few  years  the  staff  of  SCS  in  Mississippi  has  decreased  over  200 
man-years.  The  1982  proposed  budget  makes  a  further  reduction  of 
some  40  to  50  man-years.  It  is  a  sad  commentary  when  we  have 
farmers  all  over  Mississippi  who  are  ready  to  do  conservation  work 
on  their  own,  but  who  do  not  have  technical  assistance  available  to 
help  them.  I  urge  that  Congress  and  this  committee  will  take  appro- 
priate action  to  supply  sufficient  funds  to  provide  the  technical  assist- 
ance needed  to  these  farmers. 

As  I  indicated  earlier,  the  Federal  Government  must  accept  the 
responsibility  of  funding  conservation  work.  That  benefits  the  entire 
society.  Even  though  the  past  funding  or  cost  sharing  has  been 
grossly  inadequate,  I  believe  a  greater  conservation  benefit  would 
have  been  received  if  the  funds  were  more  directive  toward  solving 
the  severe  erosion  problems.  More  Federal  funds  and  better  use  of 
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them  is  essential  if  we  are  going  to  maintain  our  soil  and  water 
resources. 

There  are  two  things  that  I  want  to  mention  that  I  feel  have  had 
significant  impact  on  the  conservation  and  agriculture.  I  am  referring 
to  the  rules  and  regulations  issued  in  the  Federal  Register  and  the 
extreme  positions  held  by  some  agencies,  organizations,  and  special 
interest  groups  on  environmental  issues  related  to  soil  and  water 
resources.  First,  I  would  like  to  commend  the  President  for  the  action 
he  has  taken  related  to  some  of  these  and  encourage  him  to  continue 
his  efforts  to  make  needed  changes  so  that  this  Nation  can  begin  to 
move  forward  in  doing  these  things  that  will  provide  maximum 
benefits  to  the  society.  As  you  probably  know,  it  has  become  in- 
creasingly difficult  to  get  the  job  done  when  Federal  funds  are  involved. 
It  seems  that  everybody  from  the  President  to  the  individual  citizen 
must  approve  any  kind  of  work  that  you  propose.  This  is  particularly 
true  when  it  affects  the  environment.  And  1  gather  that  everything 
does  have  these  problems  involved. 

You  are  familiar  with  what  has  happened  on  many  of  the  water 
resource  projects.  Let  me  just  mention  a  small  watershed  program  in 
Mississippi  to  illustrate  my  point.  At  one  time  we  were  one  of  the 
leading  States  in  participation  in  small  watershed  programs.  This 
program  has  brought  millions  of  dollars  in  benefits  to  the  people  of 
this  State  by  reducing  flood  and  soil  erosion.  For  the  past  several 
years,  though,  this  program  for  all  practical  purposes  has  been  at  a 
standstill  because  of  the  difficulty  m  getting  work  plans  approved 
and  implemented.  The  time  required  and  cost  for  developing  the 
work  plan  has  just  about  tripled.  This  has  been  due  to  a  great  extent 
to  the  regulations  and  environmental  concerns.  Even  if  the  work 
plan  is  improved,  it  usually  does  not  contain  sufficient  work  to  be 
done  to  solve  the  problems  or  reach  the  objectives  of  the  people  who 
live  in  the  area. 

We  have  come  to  a  sad  state  of  affairs  when  a  fish  in  the  water,  a 
bird  in  the  air,  a  plant  on  the  ground,  none  of  which  contributes  to  the 
welfare  of  man,  can  stop  the  use  and  development  of  our  soil  and 
water  resource  projects,  which  in  turn  benefit  all  the  people  of  this 
Nation. 

A^ain,  let  me  say  I  appreciate  this  opportunity.  I  recognize  the 
need  of  the  Federal  Government  to  reduce  spending.  However,  when 
you  make  your  recommendations  and  appropriations,  I  encourage 
you  to  establish  soil  and  water  conservation  as  a  high  priority  that 
is  deserved.  The  funds  you  provide  today  will  mean  life  and  prosperity 
for  future  generations. 

Senator  Cochran.  Thank  you  very  much,  Mr.  Weems.  I  appreciate 
that  statement. 

Let's  now  hear  from  Ike  Franklin,  a  farmer  and  ASCS  county 
committeeman  from  Lowndes  County.  Welcome. 

STATEMENT  OF  IKE  FRANKLIN,  COLUMBUS,  MISS. 

Mr.  Franklin.  Thank  you,  Mr.  Chairman.  I  appreciate  the  oppor- 
tunity to  be  here  today.  And  since  the  need  for  conservation  has 
been  very  well  covered  by  the  two  previous  members  of  the  panel,  I 
will  get  down  to  more  specific  ideas  that  I  have  that  might  be  of  as- 
sistance to  you. 
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Most  landowners  that  farm  their  own  land  do  the  very  best  job 
possible  that  they  have  the  capability  and  the  finances  to  handle  in 
preserving  their  soil.  But  we  are  seeing  more  and  more  than  investor- 
owners  are  buying  land  in  this  area  and  they  are  renting  the  land  out. 
Well,  the  rent  that  they  receive  on  it  is  actually  a  very  low  return  on 
their  investment.  At  the  same  time,  the  rent  that  the  renter  pays  on  it 
appears  to  be  a  very  high  rent.  And  neither  one  of  them  are  very  willing 
to  spend  much  money  on  conservation  practices.  It  is  a  matter  of  get 
in  and  get  the  job  done  just  as  fast  as  you  can  and  hope  you  make  some 
money  out  of  it  or  hope  you  are  able  to  pay  the  bank  back  sometime. 
Along  this  line,  I  think  that  probably  a  tax  credit  or  tax  writeoff  of 
some  sort  might  be  beneficial  in  encouraging  these  absentee  landowners 
to  put  a  little  money  into  the  land.  Certainly  if  they  are  able  to  buy 
this  high  price  land  and  rent  it  out  at  a  low  return,  they  must  have 
some  sort  of  a  tax  problem  that  would,  that  this  program  would  help 
them  invest  money  into  the  land  in  conservation  practices. 

I  think  we  need  more  research  in  no-till  and  minimum-till  operations. 
If  we  could  ever  get  this  deal  in  the  southeastern  United  States  where 
we  didn't  have  to  plow  this  ground  so  deep  in  order  to  kill  the  weeds 
and  prepare  seedbeds  and  so  forth.  This  occurs  right  at  a  very  critical 
time  of  the  year  when  we  get  our  heaviest  rainfall.  A  couple  of  years 
ago  we  had  a  rain  that  came  to  about  22  inches  in  this  area,  right  in 
here  at  Louisville,  Miss.,  over  about  a  25  or  30  hour  period.  Well, 
it  is  awful  hard  to  hold  the  soil  there  when  it  is  raining  tnat  hard 

In  line  with  the  no-till  and  minimum-till  research  the  EPA  has 
an  awful  lot  of  what  I  think  probably  is  nonproductive  or  counter- 
productive regulations.  It  takes  these  chemical  companies  about  10 
years  and  millions  of  dollars  to  ever  get  a  chemical  on  the  market 
and  in  the  hands  of  the  farmer.  Now,  some  of  the  EPA  regulations 
are  certainly  necessary.  But  if  we  could  avoid  some  of  the  ones  that 
are  not  absolutely  necessary,  maybe  we  could  get  these  chemicals  out 
a  little  bit  earlier.  I  don't  know  that  the  price  would  be  any  less, 
because  I  think  these  companies  are  going  to  charge  all  that  the 
market  will  bear  regardless,  feut  if  wre  could  get  more  options,  possibly 
competition  would  bring  prices  down  a  little  bit. 

Also  in  the  line  of  ErA,  with  the  fire  ant  problem  that  we  have 
in  this  area,  we  will  never  be  able  to  no-till  unless  we  can  do  some- 
thing about  the  fire  ants.  In  a  couple  of  years  a  fire  ant  can  build 
a  mound  high  enough  to  where  if  a  tractor  hits  it  just  at  the  right 
place,  it  will  probably  turn  the  tractor  over.  And  certainly  we  had 
a  lot  of  trouble  last  year  in  some  of  our  no-till  operations  that  we 
were  experimenting  with  fire  ants  coining  in  because  of  no  tillage 
and  getting  mounds  so  high  we  could  hardly  harvest  the  crop. 

Now,  on  our  ASC  programs,  I  think  that  the  ASCS,  agricultural 
conservation  program  has  a  good  many  of  the  necessary  tools  to  try 
to  help  the  farmer  solve  these  problems  with  assistance  from  ACP. 
I  don't  know  of  any  offhand  that  I  would  add  to  the  practices  that 
are  available  now  to  the  farmer.  But  the  problem  is  that  at  the  local 
level  funding  that  we  are  getting  in  this  area,  if  20  to  30  farmers 
came  in  and  wanted  to  add  terraces  into  their  operation  on  just  one 
field,  it  would  take  all  the  money  we  had  available  if  we  approved 
those  20  or  30  applications  for  assistance.  And  everybody  else  that 
had  applications  for  the  other  ACP  programs  would  have  no  money 
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at  all  available  to  them.  Now,  I  am  just  like  everybody  eke,  I  am 
aware  of  the  fact  that  the  budget  is  going  to  be  cut  this  year.  And 
I  am  in  agreement  with  the  budget  cuts.  And  I  hate  to  get  up  here 
and  say  cut  everybody  else's  budget  but  mine.  But  at  the  same  time, 
I  think  that  if  you  list  the  priorities  that  you  will  find  that  the  benefits 
derived  from  ACP  monev  will  probably  be  worth  a  whole  lot  more 
than  the  benefits  derivea  in  some  of  the  other  areas  that  we  are  at 
with  present  funding. 

Now,  back  in  the  1950's  we  had  in  the  neighborhood  of  $225  million 
funding  for  ACP  nationwide.  It  has  been  cut  down  over  the  years  to 
where  we  had  $190  million  this  last  year.  And  I  think  that  $150  million 
is  in  the  budget,  in  the  proposed  budget  for  next  year.  When  you  take 
inflation  into  consideration  and  figure  real  dollars,  certainly  the 
farmer  is  getting  a  whole  lot  less  bang  for  his  buck  just  like  the  Defense 
Department  has  been.  Diesel  fuel  10  years  ago  was  selling  for  12  cents 
a  gallon.  It  is  almost  $1.20  a  gallon  now.  That  means  on  the  farm  to  do 
the  work  we  have  to  do  with  tractors,  it  is  going  to  take  $5,000  to  do, 
this  year  to  do,  what  $500  would  do  in  1970.  And  fertilizer  is  almost  as 
bad.  Fertilizer  has  gone  from  $60  to  $70  a  ton  to  over  $200  a  ton.  And 
certainly  machinery  hasn't  gotten  any  cheaper  in  the  meantime.  So,  I 
think  that  the  present  programs  that  ACP  nas  to  offer  are  good  pro- 
grams and  that  if  we  could  get  the  funding  necessary  for  them,  we 
can  do  a  whole  lot  of  work  in  the  line  of  conservation. 

Now,  in  addition  to  the  conservation  practices  that  we  are  talking 
about,  I  would  like  to  mention  a  couple  of  things  that  have,  in  regard 
to  ASCS.  One  of  them  is  the  commodity  credit  loan  that  is  being 
offered  this  year  to  the  farmers  to  store  crops.  The  interest  rate  has 
gone  to  14%  percent.  That  may  take  some  pressure  off  of  some  bankers, 
but  it  is  not  going  to  take  much  pressure  off  of  any  farmers.  A  banker 
can  insist  the  farmer  put  his  beans  into  the  loan  and  get  the  money  for 
them.  But  at  the  same  time  the  farmer  is  not  going  to  be  saving  any 
money,  much  money  over  what  the  bank  interest  rate  is  if  he  holds  the 
beans  in  order  to  try  to  wait  out  a  higher  price. 

Industrial  competition  for  labor  is  getting  worse  all  the  time.  And 
I  don't  think  it  is  any  secret  that  the  farmer  cannot  afford  to  pay 
industrial  wages  for  his  farm  help.  And  yet,  the  race  to  attract  in- 
dustry in  Mississippi  in  my  estimation  is  hurting  the  farmer  a  good  bit. 
They  will  give  industry  a  tax  break  in  order  to  locate  in  a  certain 
county.  And  when  that  industry  locates,  salaries  and  wages  go  up  or 
at  least  there  is  an  attraction  for  the  farm  labor  to  go  into  these 
industries  for  higher  wages. 

And  the  industry  gets  a  tax  break  for  10  years  on  the  investment 
that  he  has.  Well,  the  services  of  the  county  have  to  be  multiplied 
whenever  you  attract  new  people  into  the  county.  And  there  is  more 
money  in  circulation,  but  the  problem  is  is  that  there  is  more  services 
required,  too,  schoolrooms,  hospital  rooms,  library  space,  everything 
else  has  to  be  increased  in  order  to  accommodate  new  industry.  Ana 
yet,  the  only  place  to  get  the  taxes  from  is  from  the  local  property 
owners.  They  nave  to  increase  property  taxes  in  order  to  provide  these 
services. 

So,  I  don't  know  what  your  committee  can  do  about  it,  if  anything. 
I  am  just  issuing  a  gripe  "here  is  what  it  amounts  to.  So,  I  think  this 
is  about  all  I  have  in  the  way  of  concrete  proposals  to  you  that  I  think 
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would  be  beneficial  for  your  consideration  and  I  appreciate  your 
asking  me. 

Senator  Cochran.  Thank  you  very  much,  Mr.  Franklin,  for  the 
excellent  statement. 

Dr.  Charles  Lee,  dean  of  the  School  of  Forestry  at  Mississippi 
State  University. 

STATEMENT  07  CHABLES  LEE,  BEAV,  SCHOOL  07  FORESTKY, 
MISSISSIPPI  STATE  UBIVEBSITT 

Dr.  Lee.  Thank  you,  Senator  Cochran.  I  appreciate  very  much  the 
opportunity  to  share  with  you  some  concerns  about  forestry  and 
conservation  here  in  Mississippi  and  also  at  the  national  level.  Your 
past  actions  have  clearly  demonstrated  that  you  recognize  the  impor- 
tance of  forest  resources  for  our  economic  well-being  and  also  for  the 
maintenance  of  a  productive  land  base.  The  South  is  in  a  very  unique 
situation  with  respect  to  the  production  of  food  and  fiber.  We  have 
soil  and  climatic  circumstances  here  that  insure  a  high  level  of  in- 
herent productivity.  This  potential  productivity  responds  well  to 
prudent  management  and  likewise  is  very  resilient  when  abused.  The 
rehabilitation  of  the  Yazoo-Little  Tallahatchie  watershed  here  in 
north  Mississippi  is  a  tribute  to  man's  persistence  and  nature's 
forgiveness.  The  forests  on  that  watershed  now  provide  economic  and 
amenity  values  to  the  people  of  the  region  and  insure  the  protection 
of  this  highly  erosive  soil  base.  The  current  and  projected  rates 
of  clearing  of  forests  for  agriculture  will  likely  involve  other  areas  in 
our  State  and  in  our  region  where  soil  and  topographic  conditions  will 
challenge  our  ability  to  protect  productivity  under  intensive  cropping 
conditions.  The  renewed  interest  in  conservation  to  maintain  pro- 
ductivity is  encouraging  and  hopefully  this  sense  of  stewardship  will 
find  expression  in  the  new  farm  bill  as  an  alternative  to  some  negative 
regulatory  mechanism. 

Our  current  forest  environment,  its  timber  yield  and  all  of  the 
values  that  are  associated  with  forests  are  largely  a  function  of  nature's 
will  and  conservation  practices  that  have  been  imposed  in  the  past  by 
public  and  private  interests  such  as  those  mentioned  by  the  previous 
speakers.  Tne  wildfires  which  plagued  the  South  up  until  the  1950's 
provided  a  favorable  seedbed  for  the  natural  regeneration  of  forests. 
And  man  played  a  relatively  passive  role  in  reforestation  during  that 
era.  But  with  the  coming  of  modern  fire  prevention  and  suppression 
programs,  low  value  hardwoods  became  more  competitive  on  these 
sites  and  now  deliberate  actions  are  required  by  man  to  insure  adequate 
restocking. 

In  the  present  economic  and  conservation  environment,  our  private 
landowners  usually  do  not  respond  to  this  needed  action.  And,  thus,  we 
find  that  at  the  present  time  only  one  privately  owned  acre  of  each  nine 
harvested  is  being  regenerated  to  pine  here  in  Mississippi.  The  result 
is  that  these  acres  are  producing  at  less  than  60  percent  than  their 
potential  as  natural  stands  and  far  below  the  potential  that  is  possible 
with  intensive  plantation  management.  This  is  not  a  Mississippi 
situation.  This  is  a  south-wide  situation.  In  time  the  apathy  shown 
toward  these  acres  will  result  in  a  deterioration  of  soil,  water,  and 
wildlife  resources  on  this  land. 
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The  forest  products  industry  is  a  very  significant  factor  in  our 
economy  and  virtually  every  Southern  State.  Every  analysis  of 
supply  and  demand  that  we  see  indicates  that  the  domestic  and 
international  markets  can  absorb  the  full  productivity  of  southern 
forests.  Such  an  accomplishment  would  be  very  significant  in  strength- 
ening the  economy  of  the  region  and  the  Nation,  in  easing  inflation,  and 
in  international  trade.  Dollars  invested  in  forest  management  on  good 
sites  are  expected  to  yield  returns  considerably  above  projected 
inflation  rates.  The  industry  has  recognized  this  potential  and  is 
investing  heavily  on  its  land  base.  But  our  private  lands  must  become 
more  productive  if  the  industry  is  going  to  continue  to  expand  and 
thereby,  continue  to  contribute  to  the  economy  on  a  proportional 
basis. 

There  has  been  a  tendency  in  this  country  to  plan  for  the  future  of 
these  landowners  and  to  make  some  assumptions  about  their  recepti- 
vity to  various  direct  and  indirect  incentives  to  accomplish  publicly 
desirable  goals  in  timber  supply.  The  accomplishment  of  public  goals 
on  these  ownerships  lies  in  the  creation  of  a  mutually  beneficial 
relationship  between  public  interest  and  landowners'  interest.  In- 
trusions on  ownership  rights  do  not  seem  to  be  the  answer.  And 
certainly  it  is  not  reasonable  to  commit  public  funds  without  expecta- 
tion of  public  benefit. 

When  the  diversity  of  the  land  is  coupled  with  the  diversity  of 
ownership  goals  and  attitudes,  the  result  is  a  complex  situation  that 
doesn't  lend  itself  to  simple  analysis  at  the  local,  regional,  or  national 
level.  In  myjudgment  a  pluralistic  approach  to  solutions  with  partici- 
pation by  Government,  industry,  and  the  landowners  seems  most 
appropriate  and  certainly  the  magnitude  of  the  task  is  such  that  no 
one  sector  is  going  to  be  able  to  provide  the  dominant  solutions. 

We  believe  there  is  a  continuing  need  to  find  means  to  improve  cash 
flow  for  forestry  investments  by  private  landowners.  One  item  that 
is  being  discussed  is  guaranteed  or  insured  loans.  These  may  have 
some  potential  for  relieving  the  cash  flow  burden  of  the  landowner. 
There  is  also  a  need  to  continue  to  provide  cost-sharing  for  certain 
forest  practices  in  proportion  to  the  Government's  ability  to  pay 
and  where  justified  by  objective  cost-benefit  analyses.  Such  ex- 
penditures will  contribute  directly  to  the  productivity  of  the  Nation 
while  conserving  natural  resources  and  providing  the  multiple  use 
benefits  that  make  the  quality  of  life  in  Mississippi  so  nice. 

Another  need  that  can  be  shared  by  Government  and  industry  is 
the  development  and  dissemination  of  new  technology  for  the  efficient 
production,  harvesting,  and  utilization  of  timber  while  maintaining 
or  enhancing  environmental  values. 

Two  aspects  of  the  farm  bill  are  directly  applicable  to  this  need. 
The  Mclntyre-Stennis  Act  provides  authority  for  the  USDA  to  join 
with  State  agricultural  experiment  stations  and  forestry  schools 
in  a  cooperative  program  of  forest  research. 

The  Federal  budget  for  this  program  is  very  modest.  Both  the 
Carter  and  the  Reagan  budget  for  1982  recognized  the  need  to 
strengthen  this  program.  And  we  hope  you  will  help  sustain  the 
proposed  increases  m  the  Congress.  The  farm  bill  also  provides 
authority  for  programs  in  extension,  including  forestry.  We  believe 
that  forestry  will  benefit  significantly  from  the  visibility  and  amend- 
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merits  on  forestry-related  legislation  that  are  included  in  the  markup 
of  title  XIV  that  has  been  prepared  by  Mr.  Wampler's  committee. 

Another  Federal-State  partnership  that  has  been  vital  to  the  public 
interest,  particularly  here  in  the  South,  as  well  as  to  the  landowners, 
is  rural  fire  control.  Disastrous  fires,  such  as  those  we  have  had  in 
south  Mississippi  this  year,  destroy  timber  and  environmental  values 
and  of  course,  reduce  the  receipts  going  to  the  Federal  Treasury. 
Jf  the  Federal  role  in  this  partnership  is  to  be  reduced,  the  State 
forestry  organizatioas  will  need  adequate  leadtime  to  absorb  the 
burden.  The  Federal  share  of  this  program  on  a  nationwide  basis  is 
now  at  about  10  percent.  And  there  is  some  reduction  in  that  effort 
now  proposed. 

These  comments  have  been  directed  toward  the  role  of  the  Federal 
Government  in  helping  to  achieve  the  potential  of  our  forest  resources. 
But  I  would  also  like  to  make  some  comments  about  the  State  and 
industrial  roles  and  landowners'  roles.  We  now  lead  the  Nation  in  the 
number  of  registered  tree  farmers.  Certainly  there  is  a  high  level  of 
interest  in  forestry  on  the  part  of  our  100,000  forest  landowners.  The 
State  of  Mississippi  is  assuming  a  greater  share  of  the  cost  of  developing 
and  maintaining  the  forests  of  this  State.  Working  with  the  industry, 
the  legislature  has  just  approved  an  increase  in  timber  severance  taxes 
to  provide  cost-sharing  funds  for  reforestation  on  private  lands.  This 
has  become  a  model  program  that  many  other  States  are  looking  at.  In 
spite  of  a  very  tight  fiscal  climate  this  year,  the  legislature  approved  a 
significant  increase  in  funding  for  the  State  forestry  commission  as  an 
investment  in  the  economic  future  of  the  State.  Funds  were  provided 
for  the  Forest  Products  Laboratory  at  MSU  to  accelerate  its  research 
in  the  conversion  of  wood  to  alcohol.  Investments  by  Government, 
industry,  and  individuals  in  the  full  development  of  our  resource  poten- 
tial will  permit  this  State  to  contribute  in  a  unique  way  to  the  Nation's 
goals  of  productivity,  energy  self-reliance,  and  reduced  inflation.  I 
submit  Unit  we  have  a  noble  challenge  and  a  very,  very  bright  future, 
thanks  to  the  strength  of  these  partnerships.  Your  interest  in  forestry 
is  very  much  appreciated  and  I  thank  you  again  for  this  opportunity 
to  speak  on  its  behalf. 

Senator  Cochran.  Thank  you  very  much,  Dr.  Lee,  for  being  here 
and  for  the  thouphtful  statement  that  you  have  delivered  to  the  com- 
mittee this  morning.  I  think  that  the  testimony  that  you  have  all  given 
to  us  should  make  us  more  aware  than  ever  of  the  importance  of  Gov- 
ernment responsibility  in  helping  develop  techniques  and  provide 
assistance  to  carry  out  good,  sound  conservation  practices.  There  is  no 
doubt  that  we  have  a  very  real  problem  here  in  Mississippi.  We  thought 
for  a  time  that  past  efForis  had  been  so  successful  that  maybe  we  could 
rest  on  some  of  the  accomplishments  and  hard  work  of  the  past.  But 
I  think  Ralph  Weems*  testimony  clearly  shows  that  Mississippi  has  a 
very  serious  soil  erosion  problem,  one  of  the  most  serious  in  the  Nation 
right  now. 

This  had  been  first  brought  to  my  attention  in  Washington  by  offi- 
cials of  the  Soil  Conservation  Service  when  they  testified  before  our 
Appropriations  Subcommittee  recently.  I  think  we  are  going  to  have  to 
redouole  our  efforts  to  avert  what  could  be  a  very  real  disaster  for 
landowners  and  residents  in  our  State.  The  background  of  the  situation 
that  was  provided  by  Mr.  Ball  is  very  helpful  and  the  specific  problems 
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that  were  outlined  by  Ralph  Weems  were  very  helpful.  The  suggmtion* 
made  by  Ike  Franklin  for  things  that  could  be  done  by  the  Federal, 
State,  and  local  government  entities,  as  well  as  individual  landowners, 
I  thought  were  very  provocative  and  had  great  merit. 

I  am  encouraged  by  one  aspect  of  the  Government's  response. 
In  the  past  we  have  not  seen  administrations  recommending  in  their 
budget  allocation  of  funds  for  the  ACP  program.  Congress  has  always 
added  money  in  the  appropriations  process.  But  Presidents  have 
tended  not  to  request  funding.  This  year  we  see  a  bright  light.  The 
new  administration  has  recommended,  as  Ike  Franklin  pointed  out, 
$150  million  which  is  not  as  much  as  was  appropriated  last  year,  but 
which  at  least  is  an  indication  of  awareness  of  the  importance  of  that 
program.  It  seems  like  they  are  finally  getting  the  message  that 
we  have  to  have  a  program  of  this  kind  if  we  are  going  to  meet  the 
challenge  of  our  conservation  problems.  I  know  that  both  the  com- 
mittees in  the  House  and  Senate  will  look  very  carefully  at  whether 
or  not  that  is  an  adequate  amount  and  try  to  come  up  with  a  recom- 
mendation to  the  full  legislative  body  that  will  reflect  the  importance 
of  the  program.  I  am  not  as  enthusiastic  about  the  budget  requests  for 
the  Soil  Conservation  Service  activities  generally.  The  requests  are 
down,  although  conservation  operations  of  the  Soil  Conservation 
Service  reflect  an  increase  of  2.2  percent.  That  is  the  technical  assist- 
ance program.  And  we  heard  the  statements  reflect  how  important 
that  is. 

Another  encouraging  note  that  I  want  to  pass  on  to  you  before 
getting  into  specific  questions  is  that  when  he  appeared  before  our 
committee,  Secretary  Block  demonstrated  a  lot  of  knowledge  about 
problems  relating  to  soil  conservation  and  techniques  such  as  no- 
till  and  minimum-till,  which  he  had  personally  been  experimenting 
with  on  his  farm  in  Illinois.  I  think  that  because  of  his  experiences 
with  soil  and  water  conservation  problems,  we  are  going  to  have  a 
Secretary  of  Agriculture  who  is  sensitive  to  these  problems  and  who 
I  hope,  will  try  to  help  get  bigger  commitments  from  the  Federal 
Government  to  disseminate  information  about  these  new  techniques 
and  encourage  through  the  various  agencies  of  the  Government  wide- 
spread packages  across  the  land  which  ought  to  result  in  direct  benefits 
in  this  whole  area. 

Now,  we  mentioned  the  other  day,  though,  when  you  are  looking 
for  bright  lights  and  somebody  said,  "We  think  we  can  see  that 
light  at  the  end  of  the  tunnel."  And  another  fellow  said,  "Well, 
that  may  be  a  search  party  looking  for  survivors." 

Some  of  the  testimony  that  we  hare  heard  this  morning  indicates 
things  are  pretty  bad  and  that  may  be  what  we  are  seeing,  but  maybe 
not.  We  hope  that  that  is  not  the  case.  We  wanted  to  mention  one 
thing,  too.  Ike  Franklin,  in  his  recommendation  of  things  that  should 
be  considered  by  Congress,  talked  about  the  problem  of  investor- 
owned  land  being  rented  out  and  because  of  the  relationship  of  both  the 
owner  and  the  renter  to  the  land  and  the  economic  system  that  we 
have,  nobody  is  very  anxious  to  make  investments  in  conservation 

Practices.  I  believe  we  should  consider  investment  tax  credit.  There 
as  been  legislation  introduced  on  that  that  would  provide  for  invest* 
ment  tax  credit. 
I  am  a  sponsor  of  that  legislation.  It  is  pending  in  the    Senate 
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Finance  Committee  right  now.  Ami  I  certainly  hope  we  can 
that  induce']  a-  a  part  of  the  tax  reform  package  that  is  now  ' 
con-idered  in  both  the  House  and  Senate.  I  think  that  ako  could  be 
of  significant  help  in  encouraging  farmer*  to  develop  and  implement 
conservation  practices.  The  expense  of  terracing  that  was  mentioned 
and  the  lack  of  funds  to  adequately  provide  for  that  kind  of  technique 
just  highlights  how  important  it  is  for  as  to  look  to  new  answers, 
new  ways  of  getting  at  this  real  serious  problem. 

Mr.  Franklin.  Senator,  I  think  that  the  conservation  of  sofl  is 
really  the  fanner's  No.  2  problem.  The  No.  1  problem  is  the  price 
he  gets  for  his  crop  with  relation  to  what  it  cost  him  to  grow  it.  If 
we  could  get  a  better  margin  of  profit  along  the  line  somewhere,  the 
farmer  could  afford  to  spend  a  lot  more  money  than  he  does  now 
on  conserving  the  land  and  would  not  need  as  much  as  or  any  Federal 
assistance  in  order  to  give  him  help.  But  conservation  practices 
are  a  long-term  investment  in  the  future  and  future  generations 
will  certainly  benefit  from  them.  And  they  will  certainly  suffer  if 
these  practices  are  not  carried  out.  So,  I  believe  that  it  should  be 
eligible  for  some  type  of  tax  writeoff  and  I  think,  if  I  am  not  mistaken, 
that  the  forestry  end  of  it  already  has  some  type  of  tax  writeoff  on 
development  of  forest  lands. 

Senator  Cochran.  That  is  correct.  And  we  are  still  looking  for 
ways  to  improve  the  productivity  and  the  profitability  of  growing 
and  marketing  timber.  We  have  had  attention  focused  on  some  tax 
changes  that  could  be  made  to  help  improve  the  profitability  of 
timber  ownership  and  management  and  protect  capital  gains 
treatment  of  sales.  We  have  also  had  passed  last  year  a  bill  that 
was  principally  authored  by  Bob  Packwood  which  I  cosponsored 
and  helped  get  passed  in  the  Senate.  He  did  a  masterful  job  of  getting 
the  House  to  go  along  with  it  right  as  the  Congress  was  adjourning. 
It  got  included  in  another  bill  and  was  signed  by  the  President.  This 
provides  an  investment  tax  credit  for  timber  owners  for  reforestation 
expense.  This  is  going  to  be  beneficial,  we  think,  throughout  the 
country  in  helping  improve  the  management  of  privately  owned 
timberlands.  The  statistics  quoted  by  Dr.  Lee  I  think  should  alarm 
us  concerning  the  small  number  of  acres  relative  to  those  being  har- 
vested that  are  being  put  back  into  timber.  We  have  no  doubt  that 
the  woods  and  wood  products  industries  and  timberland  ownership 
and  management  are  the  State's  most  valuable  resource.  We  do  need 
to  make  sure  that  we  continue  to  recognize  that  and  try  to  have  the 
tax  laws  reflect  the  importance  of  it  as  well. 

The  research  assistance  that  is  made  available  under  existing 
legislation  is  no  doubt  very  important.  We  know  that  the  money  is 
not  enough ;  I  agree  with  that.  And  there  will  be  a  little  increase 
requested.  We  hope  we  can  attract  attention  to  the  continued  needs 
for  that. 

Dr.  Lee,  in  mentioning  the  dissemination  of  new  technology  being 
helpful  in  connection  with  our  timber  industry,  how  would  that  best 
be  done  through  the  Extension  Service  or  an  organization  that  now 
exists,  or  do  we  need  any  new  legislative  action  to  help  accomplish 
that?  How  do  we  do  it? 

Dr.  Lee.  No,  Senator,  the  authorization  mechanisms  are  there. 
The  Cooperative  Extension  Service  has  an  excellent  record  in  the 
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dissemination  of  information  from  research  to  the  producers.  And 
there  is  a  Renewable  Resources  Extension  Act  that  was  passed  in 
1978  which  would  provide  additional  focus  on  this  within  the  Exten- 
sion Service.  But  funds  have  never  been  appropriated  for  it.  In  fact,  it 
is  not  included  in  the  President's  budget  this  year  either.  The  problem 
is  that  we  just  have  not  been  able  to  mount  a  large  effort  in  the 
dissemination  of  forestry  information. 

Senator  Cochran.  Well,  I  met  earlier  last  year  with  our  State 
forester  and  officials  of  both  the  State  and  Federal  agencies  involved 
with  forestry.  As  a  matter  of  fact,  it  was  down  in  Stone  County, 
in  Wiggins,  at  a  headquarters  building,  to  talk  about  things  that  could 
be  done  to  improve  our  State  situation  with  respect  to  forestry. 
And  I  was  convinced  that  we  have  got  some  very  good  people  in 
Mississippi  working  in  this  area  now,  and  I  am  very  encouraged  about 
the  outlook.  And  they  seem  to  be  wide  awake  and  ready  to  work. 
I  think  we  are  going  to  see  a  lot  of  accomplishments  in  this  area.  It 
continues  to  be  one  of  the  great  assets  in  helping  protect  our  soil  and 
water  resources  and  making  Mississippi  such  a  fine  State  in  which  to 
live. 

When  Ike  Franklin  was  testifying  I  was  particularly  impressed 
with  the  case  of  the  Environmental  Protection  Agency's  apparent 
slowness  in  approving  some  applications  for  chemicals  that  end  up 
being  counterproductive.  We  have  had  a  few  problems  brought  to 
the  attention  of  my  office  in  recent  years.  We  have  tried  to  get  in 
touch  with  the  agency  people  and  express  to  them  some  of  the 

Sractical  consequences  of  the  delays  ana  try  to  find  out  whether  the 
elays  are  really  justified  and  if  not,  to  move  them  toward  approval 
or  early  decision  so  farmers  would  have  the  benefit  of  these  new 
developments.  Are  you  aware  of  any  applications  right  now  or  any 
chemicals  that  are  being  held  up  and  not  approved  which  may  not 
be  justified  and  which  my  office  or  I  should  look  into  when  we  get 
back  to  Washington? 

Mr.  Franklin.  I  am  not  aware  of  any  specific  chemical  that  is 
being  held  up.  But  all  of  these  people  tell  me  that  one  of  the  reasons 
for  the  high  cost  of  these  chemicals  is  the  amount  of  investment  they 
have  to  put  in  and  the  amount  of  time  in  getting  clearance  for  them. 
And  I  think  10  years  is  a  pretty  good  target  date  from  the  time  they 
conceive  the  idea  to  the  point  where  they  can  ever  get  it  on  the 
market. 

Senator  Cochran.  Do  any  of  the  rest  of  you  know  about  any  specific 
instances  where  we  need  to  look  into  the  holding  up  of  chemical 
products?  Ralph,  or  Mr.  Ball,  do  either  one  of  youknow? 

Mr.  Weems.  Senator,  I  think  it  is  just  exactly  what  Ike  said.  It  is 
not  a  particular  chemical  as  such,  but  it  is  the  time  involved  from 
the  time  they  discover  what  it  will  do  until  the  time  they  can  get  it 
into  the  farmers'  hands. 

Senator  Cochran.  Well,  one  problem,  of  course,  that  we  ran  into 
with  them  and  it  relates  to  another  problem  that  was  identified  in 
the  testimony,  was  the  Mirex  bait  as  a  fire  ant  eradicator.  We  were 
real  optimistic  that  was  going  to  be  the  way  to  eradicate  the  fire  ant. 
And  now  we  are  seeing  a  new  chemical,  Amdro?  that  is  being  per- 
mitted on  an  experimental  basis.  We  are  optimistic  that  we  are  going 
to  see  the  development  of  a  pesticide  that  will  help  eradicate  that 
pesky  pest.  I  don't  know  of  anything  that 
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government*  have  to  do  things  to  comply  with  Federal  Government 
regulation-.  They  have  to  gret  revenue  from  citizens  and  landowners 
to  do  the  thinsr-  "required  of  the  Federal  Government.  That  is  a  focus 
of  this  administration  requiring  agencies  to  make  economic  impact 
statements  on  proposed  regulations.  We  hear  about  environmental 
impact  statements.  Now  the  agencies  are  going  to  be  required  to 
assess  the  economic  consequences  of  proposed  regulations  before  they 
can  be  implemented.  Congress  needs  to  take  more  of  a  responsibility 
for  this,  too,  examining  these  agency  proposed  regulations  before 
they  are  implemented,  making  sure  "they  are  consistent  with  con- 
gressional intent  and  making  sure  the  less  expensive  alternative  is 
implemented,  not  the  most  expensive  alternative. 

I  hink  there  is  a  new  commitment  in  Washington  to  do  something 
about  that  problem.  It  has  become  a  significant  inflationary  factor. 
And  that  is  what  I  think  the  main  goal  of  the  economic  Tecoveiy 
program  is,  to  get  inflation  under  control,  reduce  interest  rates,  fix  it 
so  that  in  this  economic  system  folks  who  are  working  and  trying  to 
make  it  can  make  ends  meet. 

Mr.  Blocker  One  other  comment.  The  livestock  sector  of  the 
United  States  is  going  to  be  faced  with  a  problem  that  may  be  pretty 
tough.  And  that  is  that  there  is  a  group  or  two  going  around  that  are 
interested  in  animal  welfare.  And  the  poultry  people  are  being  hit 
first  because  of  these  few  hens  and  one  little  old  biddy  case  and  all 
this  kind  of  stuff.  And  the  hog  people  are  going  to  be  hit  next.  And  I 
think  we  need,  I  think  we  sort  of  need  to  be  careful  with  that  because  it 
Is  just  like  living  in  a  $200,000  house,  I  have  never  lived  in  one,  so  I 
don't  know  how  nice  it  is.  And  that  hen  doesn't  know  any  difference 
either.  We  have  got  to  reach  a  base  that  is  effective  and  efficient  and 
produce  consumer  food  at  a  price  that  he  can  pay  for.  And  the  United 
states  has  got  the  most  quality  food  that  they  have  ever  had.  And 
thev  pay  less  of  their  dollar  for  it.  And  if  we  are,  if  I  raise  animals, 
and  I  would  not  be  interested  in  the  animals  if  I  didn't  raise  them.  It 
is  to  my  best  benefit  to  take  care  of  these  animals. 

Senator  Cochran  That  is  a  very  good  point. 

Mr.  Blocker.  We  need  to  realize  that  there  is  an  extent  to  how 
far  these  people  can  go  with  you.  If  they  are  going  to  kick  us  all  out 
in  the  pasture  and  so  on,  then  it  is  going  to  be  awful  expensive. 

Senator  Cochran.  It  really  will  be.  I  think  that  is  certainly  some- 
thing that  should  be  kept  in  mind.  I  appreciate  your  bringing  that 
up.  The  other  statements  you  have  made  and  the  other  witnesses 
have  made  today  are  very  helpful  and  important. 

Mr.  Blocker.  We  really  do  thank  you  for  your  time  and  we  ap- 

Ereciate,  on  behalf  of  all  the  farmers  we  really  appreciate  what  you 
ave  done.  We  appreciate  your  coming  down  here  and  at  least  listening 
to  us.  And  we  know  that  you  will  try  to  do  within  reason  what  we 
have  asked  you  to.  We  really  do  appreciate  it. 

Senator  Cochran.  Thank  you  very  much.  If  any  others  have  state- 
ments that  you  would  like  to  have  the  committee  consider,  if  you 
will  submit  in  writing  any  expression  or  interest  or  viewpoint  that 
you  have,  I  will  assure  you  that  it  will  be  made  a  part  of  tne  hearing 
record  and  appear  as  if  it  was  given  as  a  live  witness  at  the  witness 
table.  This  doesn't  have  to  be  m  any  particular  form.  It  can  be  in 
ter  form.  It  can  be  in  a  prepared  statement,  hand  written,  so  long 
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board.  Every  segment  of  our  society  ought  to  participate  in  it,  not 
just  the  farm  community.  There  also  ought  to  be  written  into  law, 
in  my  judgment,  some  protection  that  if  there  is  an  embargo  imposed, 
there  is  a  way  to  really  protect  prices,  not  just  say  that  we  are  going 
to  protect  them.  I  think  this  should  be  a  matter  that  is  considered. 
I  am  glad  you  brought  it  up.  It  is  really  important. 

Do  you  have  any  other  observations  to  make  about  any  other 
aspects  of  the  farm  bill  that  we  haven't  touched  on?  I  know  the 
subject  of  this  panel  was  conservation.  And  I  think  we  have  talked 
about  and  identified  some  of  the  problems  that  we  face  and  some 
suggested  solutions  that  the  committee  ought  to  consider.  Again,  I 
think  we  ought  to  restrict  ourselves  to  the  provisions  of  the  farm 
bill  as  a  committee.  We  ought  to  look  for  other  areas  of  the  law  that 
might  need  attention,  such  as  our  tax  code  and  other  areas  of  Federal 
regulations  that  need  attention  in  helping  solve  some  of  these 
problems. 

If  not,  let  me  again  thank  you  most  sincerely  for  being  here  and 
helping  the  committee  in  the  way  that  you  have.  I  deeply  appreciate 
your  cooperation. 

When  we  were  talking  with  the  first  panel  that  was  here,  I  didn't 
mean  to  cut  off  anybody.  But  I  know  there  were  some  subjects  that  we 
didn't  fully  discuss.  I  know  Larry  Blocker  had  a  couple  of  other  com- 
ments he  wanted  to  make.  Larry,  come  on  back  up  here  and  let's  talk 
about  a  couple  of  other  items  that  you  wanted  to  mention.  It  came  up 
during  the  discussion  about  the  role  of  the  Farmers  Home  Administra- 
tion and,  you  know,  that  the  farmer's  credit  is  a  subject  of  the  juris- 
diction of  the  agricultural  committee.  We  were  talking  about  people 
who  wanted  to  get  into  farming,  but  couldn't  afford  to  nowadays.  Mr. 
Megehee  indicated  it  might  be  an  injustice  for  the  Government  to 
encourage  people  to  get  into  farming  with  the  economic  situation  like 
it  is.  And  that  is  a  point  well  made,  maybe.  But  what  is  your  idea, 
Larry,  about  what  the  Government  ought  to  do  about  encouraging 
new  people  to  get  into  farming  or  how  we  would  do  that  through 
Government  assistance? 

Mr.  Blocker.  Well,  I  don't  have  a  real  good  answer  to  it  because  it 
is  a  hard  question  to  answer.  But  to  start  off  with,  young  farmers  that 
have  grown  up  on  the  farm,  they  come  out  and  they  start  farming  with 
their  dad  or  with  some  land  that  they  inherited  from  their  grandparents 
or  whoever.  And  inheritance  taxes,  they  can  be  going  along  here  and 
rocking  real  good,  if  you  can  rock  real  good  in  farming  right  now,  and 
then  inheritance  taxes  hit  them  with  a  death  and  set  them  back  tre- 
mendously. There  is  possibly  some  things;  I  would  just  like  to  see 
some  type  legislation  that  would  help  young  farmers  as  such  and  I 
don't  have  any  suggestions  right  now. 

Senator  Cochran.  Would  the  enactment  of  President  Reagan's 
proposed  economic  recovery  program  be  about  as  good  a  thing  as  you 
could  do  for  someone  who  wanted  to  get  into  business,  whether  it  was 
farming  or  any  other  kind  of  business  activity,  if  you  could  get  inflation 
under  control? 

Mr.  Blocker.  It  would  be  much  better.  But  I  think  the  young 
farmer  sector  is  just,  has  had  a  terrible  time  getting  into  farming,  2 
they  don't  have  any  family  connections  with  fanning.  The  FmHA 
in  my  opinion  has  helped  that  a  whole  lot.  I  don't  particularly  agree  with 
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a  lot  of  the  things  that  the  FmHA  does,  but  I  do  use  them.  And  they 
have  helped  me  a  whole  lot. 

A  couple  of  other  things  that  I  would  like  to  bring  up.  Ralph  talked 
about  the  embargo.  And  I  am  sure  glad  he  brought  that  up.  And  I  am 
glad  that  you  made  the  statement  that  you  did.  And  I  think  every 
farmer  in  the  United  States  agrees  with  your  position.  And  we  hope 
that  you  will  work  toward  getting  this  position  through  and  some 
type  legislation  on  that. 

I  have  got  a  couple  of  problems  that  relate  to  me  personally  and 
to  other  farmers.  For  instance,  I  am  going  to  put  OSHA  and  EPA  and 
the  Corps  of  Engineers  all  in  the  same  basket. 

Senator  Cochran.  Get  after  them  all? 

Mr.  Blocker.  Yes,  sir.  Here  in  Lowndes  County  the  Corps  of 
Engineers  wants  more  land  or  maybe  the  Wildlife  Service  or  something. 
And  there  has  been  a  big  discussion  about  that  this  week.  And! 
think  the  general  consensus  is  we  don't  want  you.  My  own  situation  is 
this.  I  am  bordered  by  Noxubee  Wildlife  Refuge  on  two  sides.  And  I 
farm  soybeans  north  of  them.  Last  year  I  had  300  acres  of  soybeans 
that  were  knee  high  completely  flooded  out  because  of  blown  down 
trees  across  canals  that  I  assume  the  EPA  or  some  Government  agency 
says  that  you  can't  rechannel  canals  or  maybe  you  can  maintain 
what  you  already  have,  but  don't  build  any  new  ones.  They  are 
not  even  maintaining  what  they  have.  The  Government  doesn't 
need  to  be  in  the  land  business  anymore  than  it  is.  And  it  ought  to 
phaseout  some  percentage  of  all  the  land  ownership  they  have. 
They  have  already  proven  that  they  can't  afford  land.  If  I  was  in  the 
shape  the  Federal  Government  was  in,  I  would  long  have  been  closed 
out,  but  yet  they  want  more  land  and  they  can't  even  manage  the 
land  that  they  have  got. 

I  have  got  a  Federal  claim  right  now  that  has  been  denied.  I  was 
thinking  it  would  be.  My  claim  is  for  $87,500  for  the  loss  of  soybeans 
last  year  because  of  flooding  on  my  property.  And  it  is  getting  worse 
and  worse  and  worse.  Also  just  this  year  I  had  to  build  a  $6,000  hog 
lagoon  because  of  regulations  on  this.  And  one  person,  now,  one  person 
called  the  State  office  because  of  odor.  Well,  with  4,700  hogs,  they 
do  stink.  But  when  they,  but  the  thing  is,  one  person  can  control 
whether  I  spend  $6,000  or  not,  one,  and  no  hearing,  no  nothing. 
I  either  do  it  or  we  shut  you  down.  And  that  is  unfortunate.  And 
that  is  $6,000  that  I  wouldn't — I  feel  better  about  it  because  the 
ASCS  did  pay  $3,500.  And  if  they  are  going  to  come  up  with  the  pro- 
posals, they  ought  to  sure  help  pay  it. 

And  they,  ErA,  OSHA,  the  Corps  of  Engineers  is  just  a  real  gripe 
with  farmers,  I  think,  and  they  are  costing  us  a  lot  of  money. 

Senator  Cochran.  What  specifically  with  OSHA  have  you  had 
a  problem  with?  I  am  interested  in  hearing  these  complaints  because 
I  am  going  to  do  something  with  them.  I  am  going  to  take  them 
back  and  ask  somebody  in  Washington  what  we  are  going  to  do  about 
it. 

Mr.  Blocker.  I  don't  think  OSHA  has  given  farmers  of  our  size 
so  much  problem  because  we  don't  have  the  labor  like  10  or  over 
10  or  something  that  requires  us  to  do  specific  type  things.  But 
getting  away  from  the  farming  sector,  look  what  they  are  doing  to 
the  car  sales.  And  I  have  to  buy  cars.  I  have  to  buy  pickups.  I  have 
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to  buy  tractors.  And  OSHA  is  right  on  their  neck  all  the  time.  And 
I  think  the  last  figure  I  heard,  $600  or  $700  average  cost  on  our 
vehicles  and  so  on  because  of  Government  regulations.  That  is  absurd. 
I  don't  say  do  away  with  these  programs.  We  need  policing  type 

frograms  to  keep  the  bad  people  from  running  over  tne  good.  But 
say  let's  use  the  programs  as  they  were  intended  to  be  used. 
Of  course,  the  interest  rates  are  killing  the  young  farmers.  And 
I  think  Reagan  is  going  to  help  us  with  that  tremendously.  And 
I  am  sure  you  will  and  so  on.  But  one  thing  that  hasn't  been  brought 
up  today  is  farming  depends  on  the  consumer.  The  consumer  does 
not  have  in  my  opinion  a  good  opinion  of  the  farmer.  Groceries  are 

Eroduced  in  the  back  of  the  grocery  store  to  New  York  apartment 
vers.  They  don't  know.  They  haven't  got  any  idea  where  it  comes 
from.  A  lot  of  them  don't.  And  that  is  unfortunate.  And  they  need 
to  realize  how  important,  the  consumer  needs  to  realize  how  impor- 
tant agriculture  is  to  them.  It  is  their  next  meal.  They  can't,  nobody 
can  make  it  without  agriculture.  We  have  got  to  have  it.  And  our 
deficit  would  be  worse  if  we  didn't  have  it.  Xet's  sell  the  consumer 
on  the  farmer. 

The  farm  sector  probably  has,  I  don't  know  the  exact  figures, 
but  how  many  of  the  American  consumers  are  employed  indirectly 
or  directly  by  the  agricultural  sector,  whether  you  are  working  for 
the  chemical  company  producing  chemicals,  how  many  cars  or 
trucks  do  we  buy,  that  if  it  wasn't  for  the  farmers  those  particular 
percentage  of  the  cars  manufactured,  the  employees  wouldn't  be 
employed.  We  need  to  sell  the  consumer  on  the  farmer.  We  are  the 
consumers'  most  important  industry.  Farming  is  the  largest  industry 
in  the  United  States,  agriculture  is  the  largest  industry.  This  country 
is  based  on  agriculture.  And  we  have  got  to  get  back  to  the  basics 
and  people  need  to  realize  that  farming  is  the  basics. 

Senator  Cochran.  You  are  making  some  very  good  observations 
and  recommendations,  too.  I  had  recommended  to  the  chairman  of 
the  Agriculture  Committee  that  we  have  hearings  in  New  York 
City  on  the  farm  bill.  And  if  time  had  permitted,  I  think  we  would 
have  done  it.  But  we  have  got  so  many  areas  where  people  wanted 
to  have  input  into  the  farm  legislation,  that  it  might  be  that  we 
won't  have  time  to  do  that.  But  that  is  still  a  recommendation  which 
is  before  the  chairman.  And  it  may  be  that  we  will  get  it  done  before 
May  15.  We  are  under  some  time  pressure  to  get  the  bill  completed 
because  of  requirements  of  the  Budget  Act.  So,  we  are  down  to  the 
final  stages  now  of  hearing  from  individuals  who  want  to  have  an 
input  and  participate  in  this  process. 

Those  observations  that  you  make  are  certainly  very  well  taken. 
On  the  regulatory  reform  aspect,  people  have  somehow  overlooked 
the  fact  that  this  is  one  of  the  essential  ingredients  and  elements  of 
the  President's  recommendation  for  economic  recovery.  This  year  it 
is  going  to  cost,  some  say,  $100  billion,  others  estimate  it  at  $130 
billion  to  pay  for  the  cost  of  complying  with  Government  regulations. 
It  works  out  to  about  $600  a  person  in  the  country.  If  you  divide 
it  up  for  every  man,  woman,  and  child,  that  is  the  bill.  And  it  is 
reflected  in  the  cost  of  increased  goods  and  services  that  you  men- 
tioned, your  tractors,  your  automobiles.  It  is  reflected  in  taxes  at 
the  local  and  State  level,   where  county  governments  and  State 
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PROPOSED  REAUTHORIZATION  OP  THE  POOD  AND 
AGRICULTURE  ACT  OP  1977 


FRIDAY,  APBH.  17,  1081 

U.S.  Senate, 
Committee  on  Agriculture,  Nutrition,  and  Forestry, 

Memphis,  Tenn. 
The  committee  met,  pursuant  to  notice,  at  9  a.m.,  in  the  Dunleith 
Conference  Room,  Holiday  Inn,  Rivermont,  Hon.  Thad  Cochran, 
presiding. 

Present:  Senator  Cochran. 

STATEMENT  OF  HON.  THAD  COCHRAN,  A  U.S.  SENATOR  FROM 

MISSISSIPPI 

Senator  Cochran.  If  the  hearing  will  come  to  order,  we  will  begin 
by  asking  the  first  panel  of  witnesses  to  come  forward.  We're  breaking 
up  our  hearing  this  morning  in  four  different  panels,  and  the  first 

Eanel  will  be  on  the  subject  of  general  legislation.  We're  delighted  to 
ave  with  us  Hugh  Arant,  president  of  the  Mississippi  Farm  Bureau; 
B.  F.  Smith,  executive  vice  president  of  the  Delta  Council;  and  L.  A. 
Davidson,  president  of  Mississippi  AAM,  from  Indianola,  Miss.,  to 
make  up  the  first  panel.  If  you  three  could  come  lip  and  take  your 
places  here  at  the  table,  I  have  just  a  brief  word  of  introduction. 
We  are  delighted  this  morning  to  convene  this  hearing  under  the 
authority  of  the  Senate  Agriculture  Committee  and  to  welcome  as  a 
participant  in  the  hearing  Congressman  Ed  Jones  of  Tennessee.  I  was 
just  visiting  with  the  Congressman  before  the  hearing  began  and 
remembered  that  the  last  time  he  and  I  participated  in  a  hearing  was 
down  in  Franklinton,  La.  The  subject  was  the  dairy  program,  and  it 
was  about  5,  6,  or  7  years  ago — I  kind  of  hate  to  remember  how  long 
ago  it  was.  He  was  the  chairman  of  the  Dairy  Subcommittee  of  the 
House  Agriculture  Committee  at  that  time.  He  convened  and  chaired 
that  hearing,  and  I  testified  as  a  witness.  I  am  so  glad  to  have  the 
opportunity  to  be  involved  again  today  and  participate  with  Congress- 
man Jones.  He  is  one  of  the  leaders  in  Congress  and  one  of  the  most 
knowledgeable  Members  of  Congress  in  the  area  of  agricultural 
legislation,  formerly  serving  the  State  of  Tennessee  as  their  commis- 
sioner of  agriculture.  We  consider  him  a  good  friend.  And  we're  on  his 
turf,  too,  so  we're  glad  that  he's  here  to  help  welcome  us. 

The  purpose  of  today's  hearing  is  to  hear  from  farmers  and  others 
who  are  interested  in  farm  legislation  about  their  viewpoints  and 
opinions  on  what  the  Congress  can  do  to  help  improve  our  farm  bill. 
We  know  that  the  1977  act  expires  this  year,  and  it's  the  obligation 
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of  the  Government  to  come  up  with  a  new  act.  We're  in  the  process 
of  hearing  from  witnesses  in  hearings  in  Washington  and  now  in 
field  hearings  in  various  parts  of  the  country  to  T>e  sure  we  have 
input  from  those  who  have  to  live  under  these  laws.  To  the  extent 
it's  possible,  we  want  to  make  sure  that  the  farm  bill  reflects  the 
interests  and  needs  of  Midsouth  agriculture.  This  is  a  very  real 
concern  of  mine  and  I  know  Congressman  Jones  as  well. 

This  morning  we're  focusing  our  attention  on  the  three  major 
commodities:  rice,  cotton,  and  soybeans,  that  are  of  so  much  impor- 
tance to  the  Midsouth.  We  are  interested  in  having  the  expressions 
of  views  from  those  here  from  Arkansas,  Mississippi,  Tennessee, 
Missouri,  and  Texas,  to  be  sure  that  this  entire  area  has  a  say-so  in 
what  goes  in  this  new  farm  bill. 

There  are  some  items  in  controversy,  as  we  know.  It  has  been 
suggested  that  we  phase  out  the  target  price  concept.  There  are 
some  other  suggestions  that  the  committee  is  considering.  Two  or 
three  different  versions  of  a  farm  bill  have  already  been  introduced, 
and  so  we're  busy  now  trying  to  decide  how  we  can  best  meet  the 
needs  of  the  American  citizen  and  the  American  farmer  with  a  new 
farm  bill. 

We  have  some  problems,  as  we  know.  We  had  the  lowest  net  in- 
come for  farmers  last  year  since  the  1930's,  and  right  now  farmers 
are  operating  under  the  highest  debt  load  in  history.  The  highest 
debt-to-income  ratio  in  history  is  now  plaguing  America's  farmers. 
But  with  these  problems,  high  rates  of  inflation  and  high  interest 
rates,  we  still  have  some  tremendous  opportunities. 

This  year  we're  going  to  see  the  world's  population  increase  by 
about  70  million  people.  If  this  trend  continues  as  is  expected,  over 
the  next  decade  there  will  be  700  million  new  people,  about  the  pop- 
ulation of  the  nation  of  India,  which  is  a  tremendous  increase  in  de- 
mand built  into  the  future.  If  we  can  improve  our  productivity  and 
meet  the  challenges  presented  by  this  ever-increasing  world  population 
and  demand  for  food  and  fiber,  then  agriculture  could  be  the  growth 
industry  of  the  1980's.  So  while  we  do  have  problems,  we  have  some 
great  opportunities. 

We  need  to  seek  better  ways  to  conserve  our  soil  and  water,  continue 
to  work  on  expanding  our  export  markets,  enlarging  our  sales  to  our 
old  trading  partners  and  finding  new  trading  partners.  We've  just 
completed  a  month  of  hearings  in  Washington.  We're  going  to  have  a 
farm  bill  that's  comprehensive.  It  will  contain  about  19  titles  covering 
everything  from  research,  which  is  of  ultimate  importance,  to  rural 
development  and  food  stamps.  I'm  pleased  to  see  so  many  here  today. 
I  know  this  will  be  a  very  beneficial  hearing,  and  I  want  to  again  thank 
Congressman  Jones  for  bein^  with  us.  At  this  time  I  want  to  recognize 
him  and  extend  the  invitation  for  any  comments  or  statements  that 
he  would  like  to  make  at  this  time,  Congressman. 

STATEMENT  OF  HON.  ED  JONES,  A  REPRESENTATIVE  IN  CONGRESS 
FROM  THE  SEVENTH  DISTRICT  OF  TENNESSEE 

Mr.  Jones.  Thank  you  very  much,  Senator  Thad  Cochran.  Let  me 
say  at  the  beginning  that  I  am  delighted  to  share  this  platform  with 
you.  You  have  come  a  long  ways  and  so  have  I  in  this  field,  and  we're 
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both  as  interested  as  we  can  be  and  concerned  about  the  situation  that 
prevails  in  our  rural  areas  today  and  whether  it  be  the  South  or  wher- 
ever it  might  be.  But  I  want  to  compliment  you  on  getting  together 
the  meeting  for  today  and  the  fact  that  you've  held  some  in  Mississippi 
already.  I  think  it's  a  real  good  idea.  And  I  think  the  more  we  take 
out  to  the  areas  to  listen  to  people,  the  better  off  we  always  are.  I  have 
a  short  statement,  and  I'll,  just  for  the  sake  of  the  record,  I'll  read  it 
and  then  we'll  proceed,  I  suppose,  with  the  hearing. 

But  let  me  address  for  just  a  moment  an  issue  in  which  I  know  that 
all  of  you  folks  are  interested,  and  that's  the  Soviet  grain  embargo. 
President  Reagan,  in  spite  of  campaign  promises  to  the  contrary,  has 
steadfastly  refused  to  lift  this  embargo,  which  unfairly  singles  out  the 
American  farmer  to  carry  the  burden  of  the  Nation's  foreign  policy. 

In  a  letter  addressed  to  the  President  today,1  I  am  asking  nim  to 
immediately  lift  the  embargo,  and  I'm  doing  this  for  three  primary 
reasons.  First,  it  has  not  been  imposed  across  the  board,  and  that  is 
the  thing  that  destroys  the  credibility  of  an  embargo,  in  my  opinion, 
as  far  as  farm  people  are  concerned.  I  nave  a  Department  of  Commerce 
document — and  I  have  it  here  today — that  details  719  items  that  the 
United  States  sold  the  Russians  in  1980,  including  machinery,  high 
technology  gear,  and  consumer  goods.1  Sales  such  as  these  are  continu- 
ing to  this  very  day.  Second,  tension  in  Poland  appears  to  be  quieter 
than  it  has  been.  It  has  subsided  substantially,  and  the  Soviet  Union 
shows  no  signs  of  withdrawing  its  troops  from  Afghanistan  despite  our 
protests.  And  third,  the  5-year  United  States/Soviet  Grain  Trade 
Agreement  expires  this  year,  and  it  will  be  difficult  to  negotiate  a  new 
one  as  long  as  the  embargo  is  in  place. 

I  was  particularly  upset  earlier  this  week  when  I  saw  the  list  of 
those  719  items  that  I  had  not  heretofore  seen.  But  in  a  visit  with 
the  Department  of  Commerce  Secretary  the  other  night,  he  said  he 
would  provide  me  with  this  list,  and  I  was  shocked  to  find  that  we 
had  as  many  items  still  going  to  the  Soviet  Union  as  are  going.  Every- 
thing but  the  kitchen  sink  is  on  the  list  including  motor  vehicle 
parts,  air-conditioner  parts,  cigarettes,  drilling  equipment,  books, 
cosmetic  ingredients,  dishwashers,  and  many  other  things  which 
enhance  the  productivity  and  the  living  standard  in  the  Soviet  Union. 
If  there  was  to  be  an  embargo,  it  should  have  been  a  total  one. 

The  embargo  has  made  its  symbolic  statement,  in  my  opinion. 
It  expressed  our  strong  objection  to  the  invasion  of  Afghanistan, 
but  it  has  outlived  its  usefulness.  Now,  the  entire  weight  of  this 
action  rests  on  the  shoulders  of  the  American  grain  and  soybean 
farmers,  and  as  far  as  I  can  tell,  continuing  the  embargo  serves  no 
diplomatic  or  national  defense  objective.  We  made  our  point.  Now 
we  must  be  careful  not  to  strangle  the  goose  that  laid  the  golden 
egg:  the  American  farmer.  I've  talked  to  Secretary  Block  on  seven 
different  occasions  about  this  situation  and  he,  of  course,  is  unani- 
mously in  favor  of  letting  the  embargo  go  by  the  wayside. 

In  addition  to  asking  President  Keagan  to  lift  the  embargo,  I 

f)lan  to  support  an  amendment  to  the  farm  bill  to  insure  that  if 
uture  embargoes  are  necessary  for  national  defense  or  for  other  rea- 
sons, that  farmers  wall  be  protected.  Hopefully  an  amendment  can 

1  See  p.  328  for  the  letter  from  Representative  Jones  to  President  Reagan  and  p.  329  for 
the  document  from  the  U.S.  Department  of  Commerce. 
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governments  have  to  do  things  to  comply  with  Federal  Government 
regulations.  They  have  to  get  revenue  from  citizens  and  landowners 
to  do  the  things  required  of  the  Federal  Government.  That  is  a  focus 
of  this  administration  requiring  agencies  to  make  economic  impact 
statements  on  proposed  regulations.  We  hear  about  environmental 
impact  statements.  Now  the  agencies  are  going  to  be  required  to 
assess  the  economic  consequences  of  proposed  regulations  before  they 
can  be  implemented.  Congress  needs  to  take  more  of  a  responsibility 
for  this,  too,  examining  these  agency  proposed  regulations  before 
they  are  implemented,  making  sure  they  are  consistent  with  con- 
gressional intent  and  making  sure  the  less  expensive  alternative  is 
implemented,  not  the  most  expensive  alternative. 

1  hink  there  is  a  new  commitment  in  Washington  to  do  something 
about  that  problem.  It  has  become  a  significant  inflationary  factor. 
And  that  is  what  I  think  the  main  goal  of  the  economic  recovery 
program  is,  to  get  inflation  under  control,  reduce  interest  rates,  fix  it 
so  that  in  this  economic  system  folks  who  are  working  and  trying  to 
make  it  can  make  ends  meet. 

Mr.  Blocker  One  other  comment.  The  livestock  sector  of  the 
United  States  is  going  to  be  faced  with  a  problem  that  may  be  pretty 
tough.  And  that  is  that  there  is  a  group  or  two  going  around  that  are 
interested  in  animal  welfare.  Ana  the  poultry  people  are  being  hit 
first  because  of  these  few  hens  and  one  little  old  biddy  case  and  all 
this  kind  of  stuff.  And  the  hog  people  are  going  to  be  hit  next.  And  I 
think  we  need,  I  think  we  sort  of  need  to  be  careful  with  that  because  it 
is  just  like  living  in  a  $200,000  house,  I  have  never  lived  in  one,  so  I 
don't  know  how  nice  it  is.  And  that  hen  doesn't  know  any  difference 
either.  We  have  got  to  reach  a  base  that  is  effective  and  efficient  and 
produce  consumer  food  at  a  price  that  he  can  pay  for.  And  the  United 
States  has  got  the  most  quality  food  that  they  have  ever  had.  And 
they  pay  less  of  their  dollar  for  it.  And  if  we  are,  if  I  raise  animals, 
and  I  would  not  be  interested  in  the  animals  if  I  didn't  raise  them.  It 
is  to  my  best  benefit  to  take  care  of  these  animals. 

Senator  Cochran  That  is  a  very  good  point. 

Mr.  Blocker.  We  need  to  realize  that  there  is  an  extent  to  how 
far  these  people  can  go  with  you.  If  they  are  going  to  kick  us  all  out 
in  the  pasture  and  so  on,  then  it  is  going  to  be  awful  expensive. 

Senator  Cochran.  It  really  will  be.  1  think  that  is  certainly  some- 
thing that  should  be  kept  in  mind.  I  appreciate  your  bringing  that 
up.  The  other  statements  you  have  made  and  the  other  witnesses 
have  made  today  are  very  helpful  and  important. 

Mr.  Blocker.  We  really  do  thank  you  for  your  time  and  we  ap- 

Ereciate,  on  behalf  of  all  the  farmers  we  really  appreciate  what  you 
ave  done.  We  appreciate  your  coming  down  here  and  at  least  listening 
to  us.  And  we  know  that  you  will  try  to  do  within  reason  what  we 
have  asked  you  to.  We  really  do  appreciate  it. 

Senator  Cochran.  Thank  you  very  much.  If  any  others  have  state- 
ments that  you  w°uM  like  to  have  the  committee  consider,  if  you 
will  submit  in  writing  any  expression  or  interest  or  viewpoint  that 
you  have,  I  will  assure  you  that  it  will  be  made  a  part  of  tne  hearing 
record  and  appear  as  if  it  was  given  as  a  live  witness  at  the  witness 
table.  This  doesn't  have  to  be  in  any  particular  form.  It  can  be  in 
letter  form.  It  can  be  in  a  prepared  statement,  hand  written,  so  long 
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as  it  is  legible.  If  you  will  just  send  it  to  me,  Senator  Thad  Cochran, 
U.S.  Senate,  Washington,  D.C.,  it  will  be  included  in  the  record. 

I  want  to  thank  all  of  you  again  for  being  here.  Our  court  reporter 
is  long  lasting  and  wins  the  endurance  prize  of  the  day.  We  appreciate 
that.  And  again,  thanks  to  Aaron  Langston,  who  has  made  available 
these  facilities  for  the  hearing.  We  want  to  again  express  our  deepest 
and  sincere  appreciation  to  him.  Thank  all  of  you  for  being  here.  That 
concludes  the  hearing. 

[Whereupon,  at  11:25  a.m.,  the  hearing  adjourned,  subject  to  call 
of  the  Chan1.] 
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PROPOSED  REAUTHORIZATION  OP  THE  POOD  AND 
AGRICULTURE  ACT  OP  1977 


FRIDAY,  APBEL  17,  1081 

U.S.  Senate, 
Committee  on  Agriculture,  Nutrition,  and  Forestry, 

Memphis,  Tenn. 
The  committee  met,  pursuant  to  notice,  at  9  a.m.,  in  the  Dunleith 
Conference  Room,  Holiday  Inn,  Rivermont,  Hon.  Thad  Cochran, 
presiding. 

Present:  Senator  Cochran. 

STATEMENT  OF  HON.  THAD  COCHRAN,  A  U.S.  SENATOR  FROM 

MISSISSIPPI 

Senator  Cochran.  If  the  hearing  will  come  to  order,  we  will  begin 
by  asking  the  first  panel  of  witnesses  to  come  forward.  We're  breaking 
up  our  hearing  this  morning  in  four  different  panels,  and  the  first 

Eanel  will  be  on  the  subject  of  general  legislation.  We're  delighted  to 
ave  with  us  Hugh  Arant,  president  of  the  Mississippi  Farm  Bureau; 
B.  F.  Smith,  executive  vice  president  of  the  Delta  Council;  and  L.  A. 
Davidson,  president  of  Mississippi  AAM,  from  Indianola,  Miss.,  to 
make  up  the  first  panel.  If  you  three  could  come  lip  and  take  your 
places  here  at  the  table,  I  have  just  a  brief  word  of  introduction. 
We  are  delighted  this  morning  to  convene  this  hearing  under  the 
authority  of  the  Senate  Agriculture  Committee  and  to  welcome  as  a 
participant  in  the  hearing  Congressman  Ed  Jones  of  Tennessee.  I  was 
just  visiting  with  the  Congressman  before  the  hearing  began  and 
remembered  that  the  last  time  he  and  I  participated  in  a  hearing  was 
down  in  Franklinton,  La.  The  subject  was  the  dairy  program,  and  it 
was  about  5,  6,  or  7  years  ago — I  kind  of  hate  to  remember  how  long 
ago  it  was.  He  was  the  chairman  of  the  Dairy  Subcommittee  of  the 
House  Agriculture  Committee  at  that  time.  He  convened  and  chaired 
that  hearing,  and  I  testified  as  a  witness.  I  am  so  glad  to  have  the 
opportunity  to  be  involved  again  today  and  participate  with  Congress- 
man Jones.  He  is  one  of  the  leaders  in  Congress  and  one  of  the  most 
knowledgeable  Members  of  Congress  in  the  area  of  agricultural 
legislation,  formerly  serving  the  State  of  Tennessee  as  their  commis- 
sioner of  agriculture.  We  consider  him  a  good  friend.  And  we're  on  his 
turf,  too,  so  we're  glad  that  he's  here  to  help  welcome  us. 

The  purpose  of  today's  hearing  is  to  hear  from  farmers  and  others 
who  are  interested  in  farm  legislation  about  their  viewpoints  and 
opinions  on  what  the  Congress  can  do  to  help  improve  our  farm  bill. 
We  know  that  the  1977  act  expires  this  year,  and  it's  the  obligation 
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of  the  Government  to  come  up  with  a  new  act.  We're  in  the  process 
of  hearing  from  witnesses  in  hearings  in  Washington  and  now  in 
field  hearings  in  various  parts  of  the  country  to  be  sure  we  hare 
input  from  those  who  have  to  live  under  these  laws.  To  the  extent 
it's  possible,  we  want  to  make  sure  that  the  farm  bill  reflects  the 
interests  and  needs  of  Midsouth  agriculture.  This  is  a  very  real 
concern  of  mine  and  I  know  Congressman  Jones  as  well. 

This  morning  we're  focusing  our  attention  on  the  three  major 
commodities:  rice,  cotton,  and  soybeans,  that  are  of  so  much  impor- 
tance to  the  Midsouth.  We  are  interested  in  having  the  expressions 
of  views  from  those  here  from  Arkansas,  Mississippi,  Tennessee, 
Missouri,  and  Texas,  to  be  sure  that  this  entire  area  has  a  say-so  in 
what  goes  in  this  new  farm  bill. 

There  are  some  items  in  controversy,  as  we  know.  It  has  been 
suggested  that  we  phase  out  the  target  price  concept.  There  are 
some  other  suggestions  that  the  committee  is  considering.  Two  or 
three  different  versions  of  a  farm  bill  have  already  been  introduced, 
and  so  we're  busy  now  trying  to  decide  how  we  can  best  meet  the 
needs  of  the  American  citizen  and  the  American  farmer  with  a  new 
farm  bill. 

We  have  some  problems,  as  we  know.  We  had  the  lowest  net  in- 
come for  farmers  last  year  since  the  1930's,  and  right  now  farmers 
are  operating  under  the  highest  debt  load  in  history.  The  highest 
debt-to-income  ratio  in  history  is  now  plaguing  America's  farmers. 
But  with  these  problems,  high  rates  of  inflation  and  high  interest 
rates,  we  still  have  some  tremendous  opportunities. 

This  year  we're  going  to  see  the  world's  population  increase  by 
about  70  million  people.  If  this  trend  continues  as  is  expected,  over 
the  next  decade  tnere  will  be  700  million  new  people,  about  the  pop- 
ulation of  the  nation  of  India,  which  is  a  tremendous  increase  in  de- 
mand built  into  the  future.  If  we  can  improve  our  productivity  and 
meet  the  challenges  presented  by  this  ever-increasing  world  population 
and  demand  for  food  and  fiber,  then  agriculture  could  be  the  growth 
industry  of  the  1980's.  So  while  we  do  have  problems,  we  have  some 
great  opportunities. 

We  need  to  seek  better  ways  to  conserve  our  soil  and  water,  continue 
to  work  on  expanding  our  export  markets,  enlarging  our  sales  to  our 
old  trading  partners  and  finding  new  trading  partners.  We've  just 
completed  a  month  of  hearings  in  Washington.  We're  going  to  have  a 
farm  bill  that's  comprehensive.  It  will  contain  about  19  titles  covering 
everything  from  research,  which  is  of  ultimate  importance,  to  rum 
development  and  food  stamps.  I'm  pleased  to  see  so  many  here  today. 
I  know  this  will  be  a  very  beneficial  hearing,  and  I  want  to  again  thank 
Congressman  Jones  for  bein^  with  us.  At  this  time  I  want  to  recognize 
him  and  extend  the  invitation  for  any  comments  or  statements  that 
he  would  like  to  make  at  this  time,  Congressman. 

STATEMENT  OF  HON.  ED  JONES,  A  REPRESENTATIVE  IN  CONGRESS 
FROM  THE  SEVENTH  DISTRICT  OF  TENNESSEE 

Mr.  Jones.  Thank  you  very  much,  Senator  Thad  Cochran.  Let  me 
say  at  the  beginning  that  I  am  delighted  to  share  this  platform  with 
you.  You  have  come  a  long  ways  and  so  have  I  in  this  field,  and  we're 
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both  as  interested  as  we  can  be  and  concerned  about  the  situation  that 
prevails  in  our  rural  areas  today  and  whether  it  be  the  South  or  wher- 
ever it  might  be.  But  I  want  to  compliment  you  on  getting  together 
the  meeting  for  today  and  the  fact  that  you've  held  some  in  Mississippi 
already.  I  think  it's  a  real  good  idea.  And  I  think  the  more  we  take 
out  to  the  areas  to  listen  to  people,  the  better  off  we  always  are.  I  have 
a  short  statement,  and  I'll,  just  for  the  sake  of  the  record,  I'll  read  it 
and  then  we'll  proceed,  I  suppose,  with  the  hearing. 

But  let  me  address  for  just  a  moment  an  issue  m  which  I  know  that 
all  of  you  folks  are  interested,  and  that's  the  Soviet  grain  embargo. 
President  Reagan,  in  spite  of  campaign  promises  to  the  contrary,  has 
steadfastly  refused  to  lift  this  embargo,  which  unfairly  singles  out  the 
American  farmer  to  carry  the  burden  of  the  Nation's  foreign  policy. 

In  a  letter  addressed  to  the  President  today,1  I  am  asking  nim  to 
immediately  lift  the  embargo,  and  I'm  doing  this  for  three  primary 
reasons.  First,  it  has  not  been  imposed  across  the  board,  and  that  is 
the  thing  that  destroys  the  credibility  of  an  embargo,  in  my  opinion, 
as  far  as  farm  people  are  concerned.  I  nave  a  Department  of  Commerce 
document — and  I  have  it  here  today — that  details  719  items  that  the 
United  States  sold  the  Russians  in  1980,  including  machinery,  high 
technology  gear,  and  consumer  goods.1  Sales  such  as  these  are  continu- 
ing to  this  very  day.  Second,  tension  in  Poland  appears  to  be  quieter 
than  it  has  been.  It  has  subsided  substantially,  and  the  Soviet  Union 
shows  no  signs  of  withdrawing  its  troops  from  Afghanistan  despite  our 
protests.  And  third,  the  5-year  United  States/Soviet  Grain  Trade 
Agreement  expires  this  year,  and  it  will  be  difficult  to  negotiate  a  new 
one  as  long  as  the  embargo  is  in  place. 

I  was  particularly  upset  earlier  this  week  when  I  saw  the  list  of 
those  719  items  that  I  had  not  heretofore  seen.  But  in  a  visit  with 
the  Department  of  Commerce  Secretary  the  other  night,  he  said  he 
would  provide  me  with  this  list,  and  I  was  shocked  to  find  that  we 
had  as  many  items  still  going  to  the  Soviet  Union  as  are  going.  Every- 
thing but  the  kitchen  sink  is  on  the  list  including  motor  vehicle 
parts,  air-conditioner  parts,  cigarettes,  drilling  equipment,  books, 
cosmetic  ingredients,  dishwashers,  and  many  other  things  which 
enhance  the  productivity  and  the  living  standard  in  the  Soviet  Union. 
If  there  was  to  be  an  embargo,  it  should  have  been  a  total  one. 

The  embargo  has  made  its  symbolic  statement,  in  my  opinion. 
It  expressed  our  strong  objection  to  the  invasion  of  Afghanistan, 
but  it  has  outlived  its  usefulness.  Now,  the  entire  weight  of  this 
action  rests  on  the  shoulders  of  the  American  grain  and  soybean 
farmers,  and  as  far  as  I  can  tell,  continuing  the  embargo  serves  no 
diplomatic  or  national  defense  objective.  We  made  our  point.  Now 
we  must  be  careful  not  to  strangle  the  goose  that  laid  the  golden 
egg:  the  American  farmer.  I've  talked  to  Secretary  Block  on  seven 
different  occasions  about  this  situation  and  he,  of  course,  is  unani- 
mously in  favor  of  letting  the  embargo  go  by  the  wayside. 

In  addition  to  asking  President  Keagan  to  lift  the  embargo,  I 

f>lan  to  support  an  amendment  to  the  farm  bill  to  insure  that  if 
uture  embargoes  are  necessary  for  national  defense  or  for  other  rea- 
sons, that  farmers  will  be  protected.  Hopefully  an  amendment  can 

1  See  p.  328  for  the  letter  from  Representative  Jones  to  President  Reagan  and  p.  329  for 
the  document  from  the  U.S.  Department  of  Commerce. 
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be  pa«ed  requiring  that  commodity  loan  rates  be  raised  to  a  lerel 
equaling  the  average  market  price  for  that  commodity  for  15  days 

F receding  the  embargo  and  for  at  least  90  days  following  the  embargo. 
might  -av  here  that  the  da}'  that  the  embargo  was  declared  tiy 
President  Carter,  I  called  the  Secretary  of  Agriculture,  Bob  Belg- 
ian'], at  that  time,  and  I  asked  him  to  do  exactly  that  very  thing, 
to  make  those  loan  rates  available  at  the  average  market  price.  This 
would  give  minimum  protection  to  farmers  and  little  cost  to  the  U-S. 
Government.  I  recommended  similar  action  to  the  Carter  adminis- 
tration when  the  embargo  was  initiated.  Unfortunately,  it  was  not 
done,  and  the  farm  economy  apparently  has  not  yet  recovered. 

The  President  must  consider  the  somewhat  absurd  circumstances 
that  we  are  now  in.  The  embargo  was  a  bold  reaction  to  the  unfor- 
givable Soviet  invasion  of  Afghanistan.  It  hurt  the  Soviet  Union 
for  a  while.  Meat  consumption  went  down,  and  other  food  products 
were  in  short  supply.  Now  over  a  year  later,  our  military  is  no  longer 
on  the  alert,  our  diplomatic  corps  has  turned  to  other  problems, 
other  nations  are  selling  grain  to  the  Soviet  Union,  a  new  trade 
agreement  cannot  be  negotiated  under  embargo  conditions,  but 
farmers  are  still  paying  the  price.  Only  about  4  percent  of  the  citizens 
of  this  country  are  farmers,  and  not  all  of  those  grow  grain  or  soy- 
beans. It's  time  to  lift  the  embargo  and  to  get  on  with  restoring  some 
vitality  to  our  American  agricultural  economy. 

With  those  remarks,  Thad,  I  want  to  again  express  my  appre- 
ciation to  you  and  to  each  of  you  who  are  here  today  for  allowing 
me  to  participate.  Thad  and  I  have  always  shared  a  deep  concern, 
as  I  said  earlier,  about  Midsouth  agriculture  and  have  always  worked 
together  in  its  behalf,  as  he  pointed  out  earlier.  Now  that  his  party 
controls  both  the  White  House  and  the  Senate,  I  plan  to  work  much 
closer  with  him  than  I  ever  have  in  the  past. 

Thank  you  very  much. 

Senator  Cochran.  Thank  you,  Congressman.  I  appreciate  having 
the  benefit  of  vour  remarks  and  your  sentiments,  particularly  on  the 
embargo  problem,  and  I  hope  you  will  be  able  to  offer  over  in  the 
House  as  an  amendment  to  the  House  bill,  the  provision  of  the 
bill  I've  introduced  in  the  Senate  on  the  embargoes  and  embareo 
protection.  Basically,  it  takes  advantage  of  the  precedent  under 
existing  law.  If  exports  of  a  commodity  are  embargoed  because  of 
short  supply  and  tne  Secretary  is  required  to  increase  the  loan  rate 
to  90  percent  of  parity,  the  bill  I've  introduced  provides  for  com- 
pensation to  farmers  if  a  partial  embargo  is  imposed  for  any  other 
reason.  There  is  no  compensation  if  there  is  a  total  trade  suspension 
or  if  the  exports  to  the  country  or  area  are  less  than  3  percent  of  the 
total  U.S.  export  for  the  commodity  embargoed. 

The  compensation  provided  for  in  the  bill  under  a  partial  embargo 
would  be  based  on  the  market  prices  just  prior  to  the  embargo. 
A  payment  would  be  made  on  the  quantity  sold  during  the  embargo 
times  the  difference  between  the  price  prior  to  the  embargo  and  the 
price  for  which  the  product  was  sold.  If  a  payment  limitation  is 
imposed,  then  the  farmer  could  receive  a  Commodity  Credit  Corpo- 
ration loan  equal  to  the  pre-embargoed  average  market  price.  It 
also  requires  the  Secretary  to  compensate  firms  for  losses  in  connec- 
tion with  sales  contracts  which  cannot  be  carried  out  as  a  result  of 
the  suspension. 
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Before  going  forward  with  the  panel,  let  me  say  that  I  was  en- 
couraged some  time  ago  when  we  had  a  meeting  with  Secretary  Haig, 
Secretary  Block,  Secretary  Weinberger,  and  the  President  and  the 
Vice  President,  at  the  request  of  Senator  Nancy  Kassebaum  of 
Kansas.  Some  of  my  congressional  colleagues  and  I  met  with  that 
group  of  Cabinet  officers  and  the  President  and  Vice  President  to 
talk  about  the  options  available  to  the  administration  in  view  of  the 
current  circumstances  in  Eastern  Europe  with  respect  to  the  lifting 
of  the  embargo.  I'm  confident  that  the  embargo  will  be  lifted  or  ex- 
tended as  the  President  has  said  was  his  intention.  He  inherited 
some  unusual  circumstances  when  he  came  into  office,  not  the  least 
of  which  was  a  Carter-imposed  embargo,  inflation  at  very  high  rates, 
and  high  interest  rates  all  over  the  country.  I  pointed  out  the  debt-to- 
income  ratio  that  existed  that  last  year,  the  low  net  income  of  the 
farmers.  We've  seen  the  proposal  of  a  dramatic  change  in  the  way 
the  Government  does  busmess,  making  it  clear  to  potential  enemies 
as  well  as  allies  what  our  intentions  are  in  the  international  area, 
what  our  intentions  are  with  domestic  programs  and  the  economy. 

I'm  supporting  very  strongly  the  efforts  the  President  is  making 
both  on  the  domestic  and  international  front  to  increase  our  commit- 
ment to  defense  and  to  helping  those  around  the  world  overcome 
efforts  of  aggression  by  the  Soviet  Union  and  other  Communist 
proxy  States.  This  is  a  very  precarious  time  in  our  Nation's  history, 
and  I'm  not  going  to  presume  to  tell  the  President  what  day  he  ought 
to  lift  the  embargo  or  what  day  he  ought  to  keep  it  on.  But  I  do  sup- 
port him  and  I  think  that  he  has  the  best  possible  advice  available 
to  him  right  now  and  that  he  recognizes  the  need  of  the  farmers  of 
the  country  in  lifting  that  embargo  as  soon  as  possible  without 
jeopardizing  the  freedom  of  people  m  other  parts  of  the  world  who 
are  looking  to  the  United  States  at  this  time  for  leadership. 

We  appreciate  again  having  B.  F.  Smith,  Hugh  Arant,  and  L.  A. 
Davidson  as  our  first  witnesses,  and  we  appreciate  so  much  your 
being  here.  This  is  a  panel  that  will  discuss  some  general  overviews, 
some  thoughts  on  the  farm  legislation  generally,  and  we're  most 
happy  for  you  to  be  here.  Mr.  Arant,  we  will  ask  you  to  start  off, 
if  you  would.  Mr.  Arant  is  from  Ruleville  and  president  of  the 
Mississippi  Farm  Bureau. 

STATEMENT  OF  HUGH  H.  ARANT,  PRESIDENT,  MISSISSIPPI  FARM 
BUEEAU  FEDEBATION 

Mr.  Arant.  Thank  you  very  much,  Senator  Cochran  and  Con- 
gressman Jones.  We  appreciate  having  you  here  today.  Just  for 
the  record,  I'll  state  that  I  am  Hugh  Arant,  president  of  the  Mis- 
sissippi Farm  Bureau  Federation.  I  am  a  farmer,  and  I  do  produce 
cotton,  soybeans,  rice,  wheat,  and  catfish  on  my  Leflore  County, 
Miss.,  farm.  The  Mississippi  Farm  Bureau  Federation  is  the  only 
general  farm  organization  in  each  of  the  82  counties  in  our  State, 
and  I  take  great  pride  in  our  being  affiliated  with  the  American 
Farm  Bureau  Federation,  which  is  the  largest  general  farm  organi- 
zation in  the  world. 

I  certainly  appreciate  this  opportunity  to  participate  in  the  hearing 
and  present  the  views  of  our  organization  concerning  the  1981  omnibus 
farm  bill. 
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Last  year  we  had  a  very  successful  concerted  effort  on  the  part 
of  Farm  Bureau  members  to  determine  what  they  wanted  in  this  new 
farm  bill.  I  believe  Farm  Bureau  represents  approximately  90  percent 
of  the  farmers  in  our  State,  and  this  could  be  a  very  conservative 
estimate.  By  holding  county  meetings,  by  commodity  interest,  and 
bringing  their  concerns  to  the  State  and  national  level,  I  feel  that 
our  policy  is  truly  representative  of  the  majority's  desires. 

For  the  last  8  years,  the  U.S.  farm  policy  has  been  moving  toward 
a  more  market-oriented  farm  program.  The  framework  of  the  past 
two  programs  should  be  retained  and  with  appropriate  amend- 
ments insure  no  change  in  direction  of  farm  programs.  The  goal  for 
all  should  be  a  policy  that  prefers  a  market-oriented  agriculture 
that  affords  producers  access  to  markets  with  some  means  to  assist 
in  keeping  production  in  line  with  world  demand  while  maintaining 
prices  at  a  profitable  level.  This  cannot  be  done  when  the  Govern- 
ment continues  to  disrupt  producers'  ability  to  trade  in  the  world 
markets.  With  1  acre's  production  from  every  3  acres  in  the  United 
States  going  into  the  export  market,  vou  must,  through  legislative 
action,  keep  that  avenue  wide  open.  A  healthy  export  market  with 
unrestricted  access  contributes  to  the  health  and  well  being  of  our 
economy  at  home.  It  helps  assure  plentiful,  economical  agricultural 
commodities  for  all  our  citizenry  and  helps  keep  a  viable  agricultural 
sector  in  our  Nation,  which  is  of  utmost  importance.  Any  disruption 
in  the  export  market  causes  us  farmers  direct  economic  loss.  Senate 
bill  902  title  IV  addresses  suspended  export  sales  by  the  Government 
most  admirably  except  for  allowing  the  suspension  of  trade  because 
of  a  short  supply.  The  farmers  of  this  Nation  have  proven  that  they 
can  produce  m  abundant  quantities.  We  have  seen  short  supply 
suspensions  in  the  past  that  disrupted  normal  marketing,  and  the 
American  farmer  caught  the  brunt  of  that  embargo  in  the  way  of 
depressed  prices.  I  continue  to  feel  that  with  the  productive  capacity 
and  farm  and  commerical  storage  capacity  in  this  country,  an  adequate 
supply  will  exist  without  giving  the  Government  authority  to  execute 
a  short-supply  embargo. 

The  establishment  of  an  agricultural  export  credit  sales  revolving 
fund  as  authorized  in  title  V  is  a  laudable  goal  and  should  be  pursued 
with  vigor.  With  the  establishment  of  this  fund,  producers  would  be 
assured  the  commodities  they  produce  would  be  financed  without 
fiscal  year  limitations  on  export  credit  sales.  Equally  as  important,  the 
buyers  of  agricultural  commodities  for  export  could  be  assured  that 
credit  from  this  fund  would  be  available.  Tour  support  for  title  V  is 
requested,  and  after  its  enactment,  immediate  and  adequate  funding 
is  essential. 

While  the  general  concept  of  a  market-oriented  farm  bill  is  an 
ultimate  goal  for  agriculture,  each  commodity  is  at  varying  degrees  of 
development  with  different  problems  that  are  peculiar  to  that  com- 
modity. I  feel  that  Senate  bill  902  has  addressed  these  issues  and 
recognized  similarities  and  difference  in  commodities.  We  can  generally 
support  all  the  provisions  contained  in  this  bill  for  cotton,  soybeans, 
and  rice. 

General  areas  that  should  be  a  part  of  the  legislation  are: 

One,  to  maintain  a  price  support  rate  at  levels  that  promote  orderly 
marketing  by  not  artificially  stimulating  overproduction  will  assist  in 
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crop  financing  and  will  reflect  market  conditions  by  keeping  us  in  a 
competitive  position  internationally. 

Two,  eliminate  the  normal  crop  acreage  concept.  This  concept  can- 
not be  used  to  relieve  surplus  conditions  by  commodities  but  could 
be  used  to  manage  by  Government  the  amount  of  land  that  could  be 
brought  into  production  of  farm  program  commodities. 

Three,  eliminate  all  provisions  for  cross  compliance  and  offsetting 
compliance  requirements  between  crops  and/or  farms. 

Four,  eliminate  set-aside  authority  for  rice  and  cotton,  but  continue 
authority  for  acreage  reduction  to  these  commodities  when  there  is  a 
burdensome  supply  of  that  commodity.  The  acreage  planted  on  a  farm 
in  the  preceding  year  to  the  commodity  announced  for  the  acreage 
reduction  to  be  the  base  year  for  determining  the  acres  reduced  for  that 
commodity,  after  the  Secretary  has  announced  the  acreage  reduction 
goal.  Authority  should  be  granted  for  a  paid  diversion. 

Senate  bill  902  has  addressed  several  extremely  important  areas  to 
producers  and  consumers.  The  goal  in  this  legislation  is  to  assure  an 
adequate  supply  of  cotton,  rice,  and  soybeans  at  reasonable  prices  to 
consumers.  To  farmers,  the  legislation  establishes  a  farm  program 
framework  where  supply  and  demand  will  be  maintained  at  levels 
designed  to  achieve  market  prices  for  commodities  that  permit 
producers  to  operate  at  a  fair  and  a  reasonable  profit.  The  Congress 
must  accept  tne  responsibility  to  mandate  the  terms  and  support 
levels  and  target  price  levels  of  the  program.  Other  governmental 
agencies  will  influence  agricultural  policies  and  regulations  as  they 
have  in  the  past  if  not  safeguarded  by  legislation.  Senate  bill  902  has 
these  safeguards  while  providing  the  Secretary  of  Agriculture  all  the 
tools  he  needs  to  maintain  prices  above  the  target  price  level,  and  I 
urge  your  support  of  the  general  concepts  of  this  bill. 

Mr.  Chairman,  I  want  to  thank  you  for  the  opportunity  to  appear 
at  this  hearing.  I  am  submitting  additional  written  testimony  that  is 
attached  to  this  statement  for  your  consideration  on  several  different 
areas  that  time  did  not  permit  me  to  cover  here  today  and  speaks  to 
other  commodities  besides  the  three  specifically  that  we're  talking 
about  today.1  By  no  means  does  this  infer  that  these  areas  are  any  less 
important  to  me  or  to  the  other  producers  in  the  State  of  Mississippi. 
We  do  have  that  in  a  statement. 

Senator  Cochran.  Thank  you  very  much,  Mr.  Arant.  Without 
objection,  that  will  be  made  a  part  of  the  record  in  its  entirety.  We 
appreciate  so  much  having  that  statement  for  the  record. 

We  will  now  hear  from  Mr.  B.  F.  Smith  of  Stoneville,  executive 
vice  president  of  the  Delta  Council. 

STATEMENT  OF  B.  P.  SMITH,  EXECUTIVE  VICE  PRESIDENT,  DELTA 

COUNCIL 

Mr.  Smith.  Senator  Cochran  and  Congressman  Jones,  I  have  a 
prepared  statement  that  I  will  file  for  tne  record  and  with  your 
permission,  I  would  like  to  comment  on  some  of  the  basic  features 
of  needed  agricultural  legislation.1 

1  See  p.  338  for  the  additional  material  supplied  by  Mr.  Arant      - 
'  See  p.  341  for  the  prepared  statement  of  Mr.  Smith. 
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First,  on  a  number  of  occasions  I  have  heard  both  of  you  point 
out  the  importance  of  agriculture  to  our  national  economy  and  to 
the  welfare  of  individual  citizens.  Agriculture  is  our  most  Sasic  and 
important  industry  in  that  it  provides  food  that  is  necessary  for 
life  itself,  fiber,  and  a  high  percentage  of  our  essential  industrial  raw 
material-.  Agriculture  is  our  largest  employer  and  is  U.S.  industry's 
biggest  customer.  It's  our  largest  exporter,  and  to  paraphrase  the 
Secretary  of  Defense  under  the  Eisenhower  administration:  What's 
good  for  American  agriculture  is  good  for  the  United  States.  To  say 
this  another  way,  it  Ls  in  the  national  interest  for  us  to  have  and 
maintain  a  strong,  dynamic  agricultural  economy.  Government 
can  and  should  have  an  important  role  in  making  sure  that  American 
agriculture  stays  healthy  and  that  productivity  continues  to  increase. 
Tnis  should  be  accomplished,  however,  with  a  minimum  of  restrictions 
and  interference  with  the  operation  of  the  free  enterprise  system. 

Fortunately  for  us,  the  rapid  increase  in  world  demand  for  food 
and  agricultural  raw  materials  is  being  reflected  in  high  exploit  demand 
for  L.S.  farm  products.  The  value  of  agricultural  exports  last  year 
exceeded  $40  billion.  It's  projected  at  approximately  $48  billion 
in  the  current  year.  We  are  exporting  more  than  50  percent  of  our 
cotton,  54  percent  of  our  soybeans,  61  percent  of  our  rice,  and  58 
percent  of  our  wheat.  High  exports  contribute  to  strong  market 
prices  which,  in  turn,  are  reflected  in  lower  Federal  costs  or  no  Federal 
costs. 

Mr.  Chairman,  even  a  poor  farm  program  will  work  well  during 
a  period  of  high  market  demand.  The  opposite  is  also  true,  and  the 
very  best  farm  program  cannot  operate  effectively  in  periods  of 
low  demand  for  farm  commodities.  In  recognition  of  the  fact  that 
timely  export  demand  for  U.S.  farm  products  is  a  primary  factor 
in  market  prices,  particularly  during  periods  of  relatively  slow  domes- 
tic buying  and  of  the  importance  of  agricultural  exports  in  maintaining 
a  favorable  balance  of  trade,  we  urge  that  a  strong,  positive  export 
policy  for  U.S.  agricultural  products  be  developed  and  operated  in 
an  effective  manner.  This  should  be  a  matter  of  first  priority,  and  it 
will  solve  a  great  many  of  our  problems,  and  we  have  more  details 
of  this,  Mr.  Chairman,  in  the  statement  that  we've  filed. 

We  cannot  afford,  however,  to  assume  that  there  will  not  be  down- 
turns in  exports  as  well  as  upturns,  and  our  farm  program  should 
provide  against  the  adverse  impacts  on  market  prices  of  such  even- 
tualities. We  therefore  need  a  nonrecourse  loan  program  that  farmers 
can  use  as  an  orderly  market  tool.  It  took  us  a  long  time  to  learn  that 
a  loan  level  that  is  even  a  little  too  high  can  get  us  in  big  trouble. 
We  have  suffered  through  the  consequences  of  such  actions  on  several 
occasions  since  World  War  II,  and  we  hope  that  such  mistakes  can 
be  avoided  in  the  future. 

We  finally  learned  that  by  relating  the  loan  to  a  percentage  of 
the  market,  we  can  provide  an  effective  orderly  marketing  tool 
and  also  avoid  the  mistake  of  providing  an  umbrella  in  world  markets. 
We  believe  that  target  prices  play  a  very  important  role  in  maintain- 
ing a  market-oriented  farm  program.  If  we  did  not  have  target  prices, 
there  would  certainly  be  a  lot  more  pressure  for  a  much  higher  loan 
level,  and  this  could  lead  to  serious  marketing  problems  as  it  has  in 
past  years  when  Joan  rates  were  established  without  regard  to  market 
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implications.  On  the  other  hand,  target  prices  provide  a  measure  of 
protection  to  farmers  against  unexpected  low  market  prices.  Mr. 
Chairman,  there's  a  term  floating  around  Washington  now  that's 
used  quite  a  bit  and  that  is  providing  "safety  nets."  This  is  a  safety 
net.  It  makes  us  feel  a  lot  better.  We  hope  we  never  have  to  use  it, 
but  we  need  a  safety  net.  Additionally,  the  fact  that  target  price 
payments  would  have  to  be  made  if  market  prices  should  become 
depressed  serves  as  an  incentive  to  the  USD  A  for  the  effective  use 
of  the  tools  that  have  been  provided  to  maintain  a  high  level  of  exports. 
High  exports  mean  strong  market  prices,  which  m  turn  eliminates 
the  need  for  deficiency  payments. 

A  good  farm  program  should  also  include  mechanisms  that  can 
be  used  to  adjust  supply  and  to  prevent  the  build-up  of  burdensome 
surpluses.  Since  both  "set-aside  and  NCA  concepts,"  as  provided  in 
the  Agricultural  Act  of  1977,  are  ineffective  supply  adjustment  tools, 
we  recommend  that  the  concept  of  normal  crop  acreage  be  abolished 
and  that  when  the  imposition  of  a  set-aside  or  some  other  mechanism 
for  reducing  production  has  been  determined  to  be  necessary  to 
adjust  supply  with  demand,  that  the  acreage  reduced  be  deducted 
from  the  acreage  of  the  crop  for.  which  the  set-aside  is  announced. 
We  also  recommend  elimination  of  provisions  providing  for  cross 
compliance  and  offsetting  compliance  requirements  between  crops 
and/or  farms.  We  think  that  such  provisions  are  counterproductive. 

Mr.  Chairman,  the  statement  I  will  file  provides  more  details 
on  the  recommendations  that  we  are  submitting  and  speaks  more 
specifically  to  cotton,  soybeans,  rice,  aquaculture,  and  the  need  for 
regulatory  reform. 

I  would,  however,  like  to  mention  one  more  very  important  area 
for  which  the  Federal  Government  has  a  major  responsibility.  Now, 
we  cannot  solve  all  of  our  agricultural  problems  by  passing  farm  bills. 
One  of  the  biggest  problems  that  we  face  is  that  of  skyrocketing  infla- 
tion, and  this  is  a  problem  that  we  share  with  the  rest  of  the  economy 
of  this  Nation.  We  recognize  that  this  problem  cannot  be  solved  over- 
night, and  we  strongly  support  the  President's  efforts  to  reduce  Gov- 
ernment spending,  which  is  a  major  cause  of  inflation,  and  to  bring 
interest  rates  back  to  more  realistic  levels.  For  agriculture,  high  input 
costs  reflecting  upward  pressures  of  inflation  have  accelerated  so 
dramatically  in  the  past  few  years  that  a  serious  new  risk  dimension 
now  exists  m  crop  production.  Furthermore,  sharp  increases  in  input 
costs  have  largely  negated  the  gains  in  technology  that  research  nas 
provided.  Our  farmers  are  still  the  most  efficient  m  the  world.  How- 
ever, we  are  now  working  on  the  "leading  edge"  of  our  technology. 
We  are  actually  losing  ground  in  terms  of  providing  needed  tunds  and 
facilities  necessary  for  the  development  of  new  technology.  This  is  a 
very  serious  problem,  and  we  respectfully  point  out  that  we  will  not 
be  able  to  adequately  provide  the  food,  feed,  and  fiber  needs  for  the 
future  unless  more  attention  is  directed  toward  increasing  agricultural 
efficiency  and  solving  production  problems.  Your  support  of  agricul- 
tural research  and  education  is  well  known  and  deeply  appreciated, 
and  we  earnestly  request  that  both  of  you  gentlemen  use  your  influ- 
ence in  every  way  possible  to  make  sure  that  research  and  education 
programs  receive  a  fair  share  of  attention  and  needed  funding. 

Thank  you  very  much. 
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Senator  Cochran.  Thank  you,  B.  F.  Smith.  We  will  now  hear  from 
L.  A.  Davidson,  from  Indianola,  Miss.,  president  of  the  Mississippi 
American  Agricultural  Movement.  Mr.  Davidson. 

STATEMENT  OF  L.  A.  DAVIDSON,  PRESIDENT,  MISSISSIPPI 
AMERICAN  AGRICULTURAL  MOVEMENT 

Mr.  Davidson.  Thank  you,  Mr.  Chairman.  For  the  record,  my 
name  is  L.  A.  Davidson,  of  Indianola,  Miss.  The  farmers  of  the  Mid- 
south  would  like  to  be  here  in  large  numbers  today  to  show  you  their 
appreciation  for  your  interest  and  to  emphasize  their  concern  over  the 
plight  of  agriculture.  However,  they  are  desperately  striving  for  sur- 
vival and  cannot  be  here.  I  produce  cotton,  rice,  and  soybeans  150 
miles  south  of  Memphis  in  the  center  of  the  alluvial  "delta"  area  of 
Mississippi,  and  cotton  and  soybeans  in  the  hills  of  west  Tennessee, 
15  miles  north  of  here. 

I  have  been  involved  in  agricultural  research,  farm  planning,  and 
farming  in  Tennessee,  Mississippi,  Arkansas,  and  Missouri  for  over 
40  years.  My  first  4-H  cotton  project  was  grown  15  miles  north  of 
here  in  1930,  over  50  years  ago.  It  showed  a  profit  during  the  worst 
drought  on  record.  Mr.  Jones  may  remember  that  year.  1980  was 
nothing  compared  to  1930,  but  last  year  my  renter  lost  $150  on  that 
same  acre  of  land  that  I  made  a  profit  on  in  1930. 

I  am  familiar  with  the  major  crop  economics  and  the  soils  in  the 
area  south  of  the  Ohio  River  from  the  Atlantic  Ocean  to  the  western 
borders  of  Oklahoma  and  Texas.  In  this  area  a  significant  portion  of 
the  farmers  have  reached  the  point  of  no  return.  If  Government  and 
market  policies  of  the  last  10  years  are  allowed  to  continue,  this  is 
the  situation. 

We  agree  with  your  statement  and  Mr.  Jones'  statement.  There 
is  one  thing  that  I  didn't  catch,  and  that  is  the  mention  of  profit. 
There  is  no  substitute  for  profit,  and  that  is  our  main  problem  as  we 
see  it.  The  total  farm  debt  has  risen  from  $20  billion  to  $180  billion 
in  20  years.  Something  is  wrong,  gentlemen.  The  farm  resources 
were  fully  mortgaged  20  years  ago.  The  productive  capability  of  our 
soils,  nationwide,  is  being  destroyed  at  an  alarming  rate.  The  existing 
Government  policies  require  depletion  practices  in  an  effort  to  survive. 
An  extension  of  the  1977  farm  till,  a  cotton  loan  of  55  cents  a  pound, 
a  soybean  loan  of  $5.02  a  bushel,  and  a  rice  loan  of  $8  a  hundred 
will  be  of  no  significance  in  saving  the  southern  farmer  but  will 

?;uarantee  his  and  the  area's  bankruptcy.  Ninety-five  percent  of  the 
armers  of  the  Midsouth  that  I  know  and  have  talked  to  feel  this  way. 
The  only  immediate  solution  is  an  adequate  commodity  loan  pro- 
gram determined  by  the  cost  of  production  plus  a  profit  based  on  a 
percentage  of  parity.  This  will  provide  a  temporary  substitute  free 
market.  No  semblance  exists  now.  Past  Government  policies  have 
effectively  inactivated  our  conventional  farm  and  rural  lending 
institutions.  The  South  is  at  the  mercy  of  the  Farmers  Home  Admin- 
istration and  the  SBA.  The  doublecrosses,  reversals,  and  delays  of  the 
past  month  will  destroy  a  significant  segment  of  the  business  com- 
munity of  the  South  and  disrupt  the  remainder  in  1981.  We  rec- 
ommend that  emergency  action  should  be  taken  immediately  to 
permit  banks  to  handle  Farmers  Home  Administration  loan   appli- 
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cations  immediately  in  order  for  farmers  to  produce  a  crop  in  1081. 
We  are  in  an  emergency  situation.  We  cannot  have  the  privilege  of 
subordinating  immediate  constructive  forces  for  considerations  of 
distant  plans. 

I'm  skipping  around  on  this  statement.  I'll  submit  the  entire 
statement  for  the  record.1 

Senator  Cochran.  We  will  make  it  a  part  of  the  record  in  its 
entirety  as  we  have  with  the  other  witnesses.  Thank  you. 

Mr.  Davidson.  Excuse  me,  I'd  like  to 

Senator  Cochran.  Yes.  I  understand  you  have  more  to  say.  We're 
not  trying  to  cut  you  off  at  all. 

Mr.  Davidson.  In  1938  the  United  States  was  losing  3  billion  tons 
of  soil  annually  from  water  and  wind  erosion.  Now  we  are  losing  2 
billion  tons  annually  just  from  our  cropland.  In  the  last  50  years  the 
United  States  has  lost  approximately  200  billion  tons  to  water  and 
wind  erosion.  China  has  not  permitted  that  rate  of  erosion  in  a  thou- 
sand years.  U.S.  Government  policies  dictate  the  destruction  of  our 
most  important  resource.  There  is  no  logical  reason  for  continuing 
this  destruction.  We  should  make  it  possible  to  use  the  knowledge  we 
have  and  to  increase  agricultuaral  research  of  all  kinds.  An  annual 
loss  of  5  tons  or  more  of  soil  per  acre  on  150  million  acres  is  unaccept- 
able. It  is  a  self-destruct  time  Domb. 

The  1980  embargo  and  drought  did  not  cause  our  financial  dilemma. 
Embargoes  have  been  damaging  us  for  30  years.  These  were  just 
additional  2  by  4  slaps  on  the  head  as  a  1980  present.  The  average 
Mississippi  farmer  lost  approximately  $100  an  acre  on  cotton  m 
1980.  If  his  yield  in  1981  equals  the  last  5-year  average,  he  must 
sell  his  cotton  for  more  than  $1  a  pound  to  break  even.  In  1981  if 
Mississippi  farmers  equal  the  last  5-year  average  yield,  they  must  sell 
their  soybeans  for  $9.50  per  bushel  to  break  even.  In  1980  if  the  price 
of  cotton  had  been  $1  per  pound  instead  of  75  cents,  a  50-50  blend 
cotton  shirt  costing  $15  should  have  gone  up  only  10  cents  if  the 
farmers  had  gotten  just  the  cost  of  production,  and  many  farmers 
could  have  paid  their  production  costs  under  those  circumstances. 
This  would  have  helped  them  and  the  entire  population  and  damaged 
no  one.  In  1980  if  wheat  had  doubled  in  price,  a  loaf  of  bread  should 
have  increased  4  cents  in  price.  In  1980  l.T.  &  T.  increased  the  price 
of  Wonder  Bread  10  cents  a  loaf,  more  than  double  the  cost  of  the  en- 
tire wheat  content.  This  helped  them  make  the  second  largest  profit 
ever  made  by  an  American  company. 

The  State  Department  and  Agriculture  Department  must  not  have 
discretionary  power  increases  or  even  retain  their  present  ones. 
Farmers  must  have  the  help  of  Congress  if  we  are  to  pay  for  l.T.  &  T.'s 
13-percent  profit  margin,  the  coal  miners'  3-year  51-percent  wage 
increases,  the  oil  industry's  tremendous  price  increases,  and  the  other 
countless  cost  advances.  This  cost-price  squeeze  is  illegal  and  is 
destroying  our  Nation.  Except  for  the  labor  of  the  farmer  and  his 
family,  all  commodity  production  cost  inputs  are  padded  and  inflated 
by  price  fixing,  shared  monopolies,  exorbitant  labor  contracts,  perks, 
bribes,  inducements,  and  other  discriminatory  increases  to  the 
farmers'  costs.  International  and  domestic  marketing  of  cotton,  grain, 

1  See  p.  344  for  the  prepared  statement  of  Mr.  Davidson. 
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and  oil  seeds  is  controlled  by  a  very  few  individuals,  our  Government 
officials  and  trade  negotiators  who  manipulate  markets  regardless 
of  supply  and  demand  or  other  legitimate  market  factors.  We  have 
no  free  market ;  we  have  not  had  one  in  30  years  and  probably  never 
will  have  one  again.  We  have  no  market-oriented  farm  policy.  The 
antitrust  enforcement  officials  have  time  for  all  investigations  except 
the  ones  that  will  save  our  food  and  fiber  production  system  and 
Nation. 

Farming  Is  now  a  unique  type  of  public  utility  forced  to  operate 
at  a  loss  rather  than  at  a  specified  profit  like  other  utilities.  Please 
allow  us  a  profit  if  the  Government  continues  to  permit  and  mandate 
the  cost-price  squeeze. 

The  average  Moscow  industrial  worker  labored  42  hours  in  1979 
to  buy  food  for  a  family  of  four  for  4  weeks.  The  average  Washington, 
D.C.,  worker  put  in  13  hours  to  pay  for  4  weeks'  food  at  that  same 
time.  At  that  time  the  U.S.  Government  permitted  Russia  to  buy 
commodities  below  the  United  States  and  world  farmers'  cost  of 
production  and  35  percent  below  world  prices.  Since  Mr.  Carter's 
and  Mr.  Reagan's  embargo,  Russia  must  pay  world  prices,  and  4 
weeks'  supply  of  food  costs  about  50  hours  of  work  versus  13  hours 
for  the  U.S.  worker.  How  happy  will  American  workers  be  when  they 
must  work  more  than  a  week  for  a  month's  supply  of  poor  quality 
food  iastead  of  about  a  day  for  good  food?  Who  will  sell  it  to  them 
for  any  price?  Congress  has  the  responsibility  that  this  Nation  eats. 
Thank  you,  gentlemen. 

Senator  Cochran.  Thank  you  very  much,  Mr.  Davidson. 

We  appreciate  so  much  all  of  you  being  here  and  helping  us  begin 
these  hearings  with  this  overview  of  the  obligations  that  Congress 
and  our  Government  have  to  help  assure  an  opportunity  for  farmers 
in  America  to  operate  their  farms  at  a  profit.  We  appreciate  hearing 
these  thoughts  and  sentiments. 

I  would  Tike  to  make  one  comment  in  connection  with  the  reference 
to  the  bill  that's  been  introduced  in  the  Senate  by  me,  S.  902,  which 
was  referred  to  in  the  testimony  of  Hugh  Arant.  We  do  have  included 
in  that  legislation  a  paid  diversion  alternative.  We  recognize  also 
the  normal  crop  acreage  problem  that  was  pointed  out  in  the  overview 
by  both  Hugh  Arant  and  B.  F.  Smith.  The  problems  that  that  poten- 
tially caused  farmers  in  the  South  last  year  was  very  real,  and  had 
it  not  been  for  an  amendment  that  was  attached  to  the  appropriations 
bill  that  came  through  Congress  late  in  the  session  last  year,  I'm 
afraid  that  a  lot  of  Midsouth  farmers  would  have  been  penalized. 
The  potential  for  exercising  discretion  on  the  part  of  the  Secretary  of 
Agriculture  in  a  way  that  would  put  him  in  the  position  of  making 
farm  decisions  that  ought  to  be  made  by  our  farmers  ought  to  be 
eliminated,  in  my  judgment,  as  well,  and  I  appreciate  hearing  those 
thoughts  along  those  lines. 

I  think  the  common  thread  that  ran  through  all  of  the  overviews 
was  that  we  can  do  just  as  much  outside  a  farm  bill  as  we  can  inside 
to  help  improve  the  economic  and  financial  condition  of  American 
agriculture.  Inflation,  taxes,  and  Federal  regulations  all  ought  to  be 
examined  in  a  very  close  and  scrupulous  way  by  the  Congress  to 
identify  areas  where  changes  can  be  made  to  improve  the  economic 
condition  of  our  agricultural  sector. 
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Congressman  Jones,  do  you  have  any  questions  you  would  like 
to  ask  any  of  the  witnesses? 

Mr.  Jones.  Thank  you,  Senator  Cochran.  I  do  have  a  question 
I'd  like  to  ask  each  witness  if  we  have  the  time.  Do  we  have  the  time? 

Senator  Cochran.  Sure.  We  will  take  the  time. 

Mr.  Jones.  Mr.  Arant,  I  know  you  are  a  catfish  farmer,  and  I 
have  known  that  from  previous  years,  and  you  made  a  statement 
that  production  in  Mississippi  had  grown  by  40  percent  in  Mississippi 
in  the  year  1980  with  more  than  50,000  acres  now  under  water. 
Would  you  elaborate  a  little  bit  as  to  your  personal  experience  in 
catfish  production  and  about  your  policy  recommendations? 

Mr.  Arant.  Congressman  Jones,  I  think  the  area  is  tied  into  a 
whole  lot  of  the  other  testimony  that's  been  given.  Research  is  going 
to  be  important.  Funds  for  research  for  control  of  diseases,  water  qual- 
ity, off-flavor,  and  all  these  type  things  are  going  to  be  most  important. 
I  know  of  a  catfish  farmer  today  who  told  me  last  week  that  he's 
got  fish  weighing  2  pounds  that  are  dying  in  his  pond,  and  he  can't 
harvest  them  because  they're  off-flavor.  This  is  an  algae  condition, 
generally,  that's  been  accepted,  but  we  don't  have  the  research  yet 
to  determine  that.  The  tremendous  growth  of  catfish  operations  in 
Mississippi  could  have  problems  in  the  future  simply  because  of 
the  lack  of  processing  and  the  marketing  ability  at  this  time.  It 
has  been  estimated — I  believe  we  have  approximately  50,000  now; 
by  1982  we  might  have  65,000  acres  in  that  category  of  production. 
So  it  costs  quite  a  bit  of  money  to  get  into  catfish  production  now. 
Some  peopta  estimate  from  $2,000  to  $3,000  an  acre  to  get  in  it, 
but  it  takes  at  least  2  years  to  get  a  crop  off  of  that,  so  the  interest 
is  continuing  to  run  at  the  high  rates. 

I  hope  that  we  don't  see  the  catfish  industry  moving  in  a  way  that 
it  looks  like  it  very  easily  could,  which  is  an  integrated-type  process, 
as  we  saw  the  poultry  industry  move  some  few  years  ago.  It  has  been 
stated  that  the  swine  industry  may  move  that  way.  I  think  that  the 
farmers  of  the — especially  this  delta  area,  whether  it's  Arkansas, 
Louisiana,  and  Mississippi  have  an  excellent  opportunity  for  profit  in 
catfish  if  we  could  keep  from  oversupplying  the  market  at  this  time. 

Mr.  Jones.  As  of  this  time,  however,  there  is  not  any  problem  with 
oversupply,  is  there? 

Mr.  Arant.  As  of  right  today,  there  is  probably  a  shortage  of  good 
quality  catfish  because  many  farmers  who  have  them  in  their  ponds 
can't  harvest  them  because  of  off-flavor,  and  this  is  one  of  the  research 
problems. 

Mr.  Jones.  I've  heard — and  I  don't  have  anything  for  the  record 
about  this,  that  we're  still  importing  a  very,  very  large  amount  of  all 
the  catfishes  consumed  in  this  country. 

Mr.  Arant.  You're  exactly  right.  This  has  been  a  problem  that 
Mississippi  has  tried  to  speak  to  in  a  way  of  having  all  the  catfish  in 
Mississippi  labeled  "pond  raised"  if  they  were  produced,  and  if  it 
doesn't  have  "pond  raised"  on  it,  you're  supposed  to  know  it's  im- 
ported catfish  and  maybe  specify  what  you  would  have.  But  we  do 
get  a  tremendous  amount  of  catfish  from  the  South  American  waters. 

Mr.  Jones.  Thank  you  very  much,  Hugh.  I  think  that's  a  very 
important  aspect  that  we  all  need  to  start  looking  at. 
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Mr.  Smith.  Mr.  Jones,  you  remember  in  the  act  of  1977  a  section 
was  put  in  on  aquaculture 

Mr.  Jones.  Right. 

Mr.  Smith  [continuing].  A  very  excellent  section.  But  actually, 
because  of  the  fact  that  three  departments:  Agriculture,  Commerce, 
and  Interior  have  been  involved,  there  has  been  almost  what  you 
would  call  a  turf  fight  going  on  for  4  years  on  who  is  going  to  take 
what  and  this,  that,  and  the  other,  and  so  we  haven't  really  made 
much  progress  in  this  field.  We  feel  that  one  of  the  things  that  should 
be  clearly  specified  is  that  the  Department  of  Agriculture  ought  to  be 
the  lead  agency  on  fresh  water  aquaculture  research  and  marketing. 
Now,  we  recognize  the  traditional  area  of  Interior  and  Commerce  m 
salt  water,  in  shellfish,  and  things  like  that.  We  don't  want  to  get 
into  that,  but  for  fresh  water  aquaculture  it  should  be  the  Depart- 
ment of  Agriculture,  and  then  we  urgently  need  some  funding  on  this 
research  side.  The  State  of  Mississippi  is  putting  up  money.  We  have 
an  excellent  beginning  there  at  Stoneville,  and  I  want  you  to  see  it. 
We  have  a  lot  of  ponds  there;  we  have  good  research  people,  good 
extension  people,  and  making  progress  as  best  we  can.  We  did  get 
$100,000, 1  believe,  last  year  earmarked,  Senator  Cochran,  for  catfish 
research,  but  Mr.  Arant  is  exactly  right.  And  then  we  should  go  into 
this  field  of  marketing.  This  is  a  very,  very  sophisticated  field.  We  are 
just  beginning  to  recognize  what  is  going  to  be  needed.  We  urgently 
need  the  expertise  in  marketing  and  opening  up  markets  because 
we're  going  to  run  into  problems  if  we  continue  to  expand. 

Mr.  Jones.  Thank  you  very  much.  B.  F.,  I  have  a  question  for  you, 
too. 

Mr.  Smith.  All  right. 

Mr.  Jones.  I  don't  have  to  tell  you  that  there's  a  real  problem 
here  in  the  Midsouth  for  young  farmers.  Do  you  have  any  suggestions 
as  to  how  the  Government  can  assist  young  farmers  on  a  limited 
resource  basis  to  get  started  into  agriculture? 

Mr.  Smith.  Well,  we  spoke  to  this,  made  a  recommendation  several 
years  ago.  We  didn't  get  very  far.  We  do  think  that  there  ought  to  be  a 
special  program,  special  recognition  given  to  this,  where  young  farmers 
who  meet  certain  standards  could  have  certain  loan  opportunities 
at  realistic  interest  rates  over  a  long  period  of  time  where  they  can 
acquire  farm  property  and  get  into  this  field.  This  is  about  the  only 
way  I  know  at  the  present  time  that  some  of  them  could  possibly 
get  into  this  field  with  the  inflated  prices  that  we  have  today. 

Mr.  Jones.  You're  aware  of  the  fact  that  in  this  Farm  Credit  Act 
this  last  time  when  we  finally  got  it  passed  in  the  96th  Congress  that  we 
did  urge  the  farm  credit  section,  FLB's,  to  give  some  particular 
attention  to  young  farmers,  to  legitimately,  of  course,  finance  young 
farmers.  Thank  you  very  much,  B.  F. 

Mr.  Davidson,  you  did  a  good  job  of  pointing  out  how  disastrous 
the  soil  erosion  problem  is  not  only  in  west  Tennessee  but  northern 
Mississippi  and  all  parts  of  the  country,  extends  all  up  into  Iowa  and 
everywhere  else.  But  you  didn't  say  much  about  any  suggestions  that 
we  might  incorporate  to  correct  that  condition.  Do  you  want  to 
elaborate  a  little  bit  on  that  for  me?  We've  written  three  bills  this 
year  already. 
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Mr.  Davidson.  I  think  the  main  thing,  Mr.  Jones,  is  the  lack  of 
profit.  If  a  man  has  to  sacrifice  his  health,  his  wealth,  everything 
that  he's  worked  for  to  stay  alive  to  pay  part  of  his  bills,  I  don't 
think  there  is  any  answer.  We're  fast  approaching  the  point  of  where 
scarcity  is  around  the  corner  in  our  productive  capability.  Some 
scientists  say  that  the  soil  rejuvenates  itself  and  creates  new  topsoil 
in  5  years.  That  has  no  basis  of  fact;  when  it's  gone,  forget  it.  Ana  it's 
also  like  the  catfish:  There's  no  panacea;  catfish  is  no  panacea  of  the 
Mississippi  Delta  or  this  Midsouth  area.  Humphreys  County,  Miss., 
started — was  the  first  major  area  for  it  to  start,  and  there  are  only 
17,000  acres  in  Humphreys  County  now,  and  they  have  done  every- 
thing they  could  to  get  it  into  production,  and  this  virtual  integration 
that  Hugh  is  speaking  of  is  a  very  real  danger.  Their  main  plant  in 
Mississippi  has  quit  leasing  land  now,  ponds;  they've  leased  enough 
lands  to  nave  enough  of  their  own  fish  to  come  in  and  process  for  a 
significant  amount  of  time  and  drive  the  price  down  to  wnerever  they 
want  to. 

Cotton  is  in  the  same  position,  rapidly  getting  into  a  place  where 
just  a  few  producers  control  the  acreage.  About  5,000  farmers  control 
nearly  50  percent  of  the  cotton  production  in  the  United  States  of 
America,  and  that  is  unfortunate  because  when  you  get  big  numbers 
you  get  eventually  as  you  do  in  the  bakeries  and  the  meatpackers  and 
everything  else.  They  can  set  the  price  and  the  supply,  and  the  Ameri- 
can public  and  the  world  are  going  to  suffer  for  it,  and  it  all  gets  back  to 
the  price  situation.  I  don't  see  how  we  can  do  anything  without  price, 
and  this  year,  this  month,  is  so  critical  because  the  entire  economy  is 
upset  at  the  present  time,  and  it's  floundering,  and  you  can't  go  back 
and  correct  these  mistakes.  There's  just  no  way;  they're  final.  And 
that's  one  thing  about  the  young  farmers. 

I  think  it's  a  disservice  to  recommend  and  help  anyone  go  into  a 
business  where  everything  is  submarginal  and  no  way  to  get  a  profit. 
I  think  these  things  should  be  pointed  out  to  them  and  advise  them 
to  get  into  something  where  the  cost-of-living  increases  are  tied  to  the 
overall  cost  of  living,  like  the  telephone  rates  going  up  16  to  18  percent. 
The  farmers  are  going  to  have  to  pay  a  good  portion  of  that.  When 
the  International  Harvester  Co.  plant  makes  a  telephone  call,  every 
bit  of  it  and  probably  more  is  tacked  onto  the  tractor  and  the  parts, 
so  it  all  comes  back  to  the  farmer  carrying  it,  and  everything  comes 
back  to  the  farmer  making  a  profit,  as  I  see  it.  Whatever  you  can  do, 
though,  needs  to  be  done  yesterday. 

Mr.  Jones.  1  guess  you're  aware  of  the  fact  my  subcommittee  has 
already  written  a  soil  conservation  title  including  more  technical 
assistance  and  also  cost  sharing  and  some  conservation  loans. 

Mr.  Davidson.  The  means  and  the  knowledge  is  available.  It's  the 
cost  and  the  determination  of  Congress  to  see  that  the  Secretary  of 
Agriculture  cannot  make  some  retroactive  actions  that  would  penalize 
them  for  going  into  these  soil  conserving  and  building  programs. 
They'll  come  along.  You  can  leave  some  land  out  and  put  it  mto  a 
winter  cover  crop  or  level  it  or  do  some  work  on  it,  and  tne  Secretary 
may  come  along  next  year  and  say,  since  that  was  not  in  cultivation 
last  year,  it  can  never  be  put  in  cultivation  again.  So  we  cannot  give 
them  any  more  discretion  because  they  have  way  too  much  now. 
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Mr.  Jones.  Thank  you  very  much,  gentlemen,  for  your  fine 
questions. 

Mr.  Smith.  May  I  add  one  word?  We  want  to  thank  you,  Senator 
Cochran,  and  you,  Congressman  Jones,  for  your  very  effective  efforts 
that  contributed  greatly  to  obtaining  $80  million  GSM  102  CCC 
credit  allocation  for  Korea  for  cotton.  It  was  just  announced  yester- 
day. Now,  this  will  apply  to  new  sales  made  after  April  16  and  on 
cotton  to  be  exported  by  September  30.  This  is  one  of  these  tools 
that  can  be  used  very  effectively,  and  this  CCC  credit  program,  this 
does  not  cost  the  Government  any  money,  and  we  appreciate  what 
you  all  have  done. 

Senator  Cochran.  Thanks  so  much.  We  appreciate  your  comments 
on  that,  and  we  also  want  to  express  to  each  of  you  again  our  sincere 
appreciation  for  being  here.  We  know  Hugh  Arant  had  to  get  up 
mighty  early  this  morning  to  get  up  here.  He  says  that's  just  a  normal 
day  for  him.  L.A.,  thanks  for  being  here.  D.F.,  I  appreciate  it  so  much. 
We  thank  all  of  you. 

Our  next  panel  is  made  up  of  cotton  farmers.  We  have  Tommy 
Willis,  president  of  the  Tennessee  Agricultural  Movement  from 
Brownsville,  Tenn.  We  ask  that  you  come  on  up;  Bobby  Miller, 
president  of  the  Mississippi  Association  of  Farmer  Elected  Committee- 
men from  Greenwood,  Miss.;  and  Allan  Helms,  Jr.,  a  cotton  producer 
from  Clarkdale,  Ark.  Welcome  to  the  committee,  we  appreciate 
your  being  here,  and  we  would  ask  Tommy  Willis  to  start  on,  if  you 
would.  Give  us  a  statement.  Then  we  will  ask  each  of  the  other  two 
to  follow  you  with  a  statement,  and  then  we'll  have  a  chance  to  ask  you 
some  questions.  Tommy  Willis. 

STATEMENT  OF  TOMMY  WILLIS,  PRESIDENT,  TENNESSEE  AMERI- 
CAN AGRICULTURE  MOVEMENT,  BROWNSVILLE,  TENN. 

Mr.  Willis.  Thank  you.  Mr.  Chairman  and  committee  members, 
my  name  is  Tommy  Willis.  I'm  a  farmer  from  Brownsville,  Tenn., 
and  president  of  the  Tennessee  American  Agriculture  Movement. 
I  appreciate  the  opportunity  to  appear  before  you  today  to  analyze 
our  cotton  program  from  the  farmer's  point  of  view.  As  we  look  toward 
future  legislation  in  the  1981  farm  bill  we  must  look  realistically 
at  the  1977  farm  bill  as  it  relates  to  cotton. 

If  we  compare  the  financial  condition  of  the  farmers  of  this  Nation 
today  as  compared  to  1977,  we  must  admit  that  the  1977  farm  bill, 
as  administered,  offered  little  or  no  protection  for  the  farmer.  We 
have  seen  the  national  farm  debt  rise  from  $100  billion  to  $180  billion, 
and  this  does  not  accurately  account  for  the  400,000  farmers  who 
have  g;one  broke  during  this  time.  When  we  look  at  returns  to  equity 
of  agriculture  as  compared  to  other  segments  of  our  economy,  we 
see  agriculture  at  the  bottom  of  the  list  by  far,  and  agriculture  was 
figured  before  taxes  and  all  others  after  taxes. 

Further,  if  we  look  at  the  increase  in  SBA  and  FmHA  loans  across 
the  Nation,  we  will  find  the  Cotton  Belt  has  had  one  of  the  highest  in- 
creases of  any  section.  When  we  consider  these  facts,  we  must  admit 
that  while  all  commodities  have  been  too  low,  cotton  has  been  even 
lower.  We  must  recognize  that  some  change  must  be  made.  There 
are  many  who  think  that  we  can  "fine  tune"  the  present  farm  bill. 
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We  of  the  AAM  think  that  it  needs  a  major  overhaul.  Time  and  facte 
have  proven  that  the  1977  farm  bill  has  been  negative  legislation 
for  the  producer  and  positive  legislation  for  the  trade.  This  is  par- 
ticularly true  for  the  cotton  section,  because  it  was  written  primarily 
by  the  National  Cotton  Council,  which  is  a  trade-dominated 
organization. 

I  say  this  because  of  the  seven  branches  of  the  National  Cotton 
Council,  only  the  producer  depends  on  price  per  pound  for  his  profit. 
All  others  make  their  profit  on  a  per  umt  basis. 

If  this  Nation  is  to  survive,  its  agriculture  must  prosper.  We 
cannot  continue  with  the  present  cheap  food  and  fiber  policy  now 
in  existence,  which  many  try  to  conceal  under  such  titles  as  "free 
market"  or  "market-oriented  agriculture." 

Now,  let's  think  about  this:  If  the  free  market  or  market-oriented 
agriculture  works  so  well,  why  are  the  prices  to  farmers  still  below 
the  total  cost  of  production?  It  is  unrealistic  when  we  have  projected 
the  lowest  carryover  of  cotton  in  30  years  and  the  lowest  ever  re- 
corded— down  to  7.3  percent  of  world  wide  usage-^-of  coarse  grain. 
It  should  be  obvious  that  what  we  actually  have  is  a  manipulated 
market. 

I  would  briefly  like  to  look  at  a  bill,  H.R.  2877,  which  was  marked 
up  and  voted  out  of  the  Cotton  Subcommittee  on  March  26,  1981. 
This  bill  is  supported  by  the  National  Cotton  Council,  if  not  written 
by  them.  The  caption  reads: 

A  Bill  to  extend  and  amend  the  Food  and  Agriculture  Act  of  1977  for  the 
purpose  of  assuring  adequate  supplies  of  upland  cotton  and  its  products  to  meet 
the  food  and  fiber  needs  of  consumers  at  reasonable  prices. 

It  should  be  noted  that  it  does  not  mention  producers  in  this 
caption. 

The  bill  provides  for  loan  rates  to  be  continued  to  be  established 
by  one  of  two  formulas  which  is  the  same  as  the  1977  bill:  One,  85 
percent  of  the  average  domestic  price  for  cotton  for  the  last  4  years; 
two,  90  percent  of  the  average  GIF  Northern  Europe  price  for  the 
first  2  weeks  in  October,  which  is  the  low  point  of  the  marketing 
year,  and  then  "adj  usted  downward  by  the  average  difference  during 
the  period  April  15  through  October  15  of  the  year  in  which  the 
loan  is  announced  between  such  average  Northern  Europe  price 
quotation  of  such  quality  of  cotton  the  market  quotations  in^  the 
designated  U.S.  spot  market  for  Strict  Low  Middling  ll/u  inch 
cotton."  Then  they  pick  the  lowest  of  the  two.  This  needs  to  be 
corrected  regardless  of  whether  a  new  farm  bill  is  drafted  or  not. 

Under  the  present  formula,  the  loan  rate  has  decreased  2  out  of 
the  last  4  years.  In  1978,  the  figures  decreased  from  44  cents  a  pound 
in  1977  to  42  cents  in  1978.  Again  in  1980,  it  decreased  from  50.23 
cents  to  48  cents  in  1979.  The  longer  we  continue  with  this  formula, 
the  greater  the  differential  between  loan  rates  and  production  costs 
become. 

H.R.  2877  provides  that  the  48  cent  minimum  loan  rate  now  in 
existence  be  changed  to  55  cents  minimum  for  the  next  4  years. 
The  48  cents  in  1980  was  too  low,  and  55  cents  for  1982  will  be  even 
lower.  The  USDA  has  stated  that  production  costs  increased  over 
20  percent  in  1980.  It  now  appears  that  our  production  cost  will 
increase  by  20  percent  plus  in  1981.  That's  40  percent  or  better  in 


Digitized  by 


Google 


200 

2  y*trt.  Ok*  c*n  readily  *ee  that  this  will  not  provide  any  protection 
for  the  pr iyi  ^pr  the  fir-t  year,  19*2,  to  say  nothing  of  the  renuining 

3  ve&r-..  The  producer  mu«t  have  -fome  kind  erf  escalating  clause. 
Thi>.   biil   provide*  for  the  continuation  of  import  quotas  vfacn 

spot  prices  for  30  day-  exceed  the  la*t  36-month  prices  by  130  percent, 
and  so  forth.  We,  u\  producers,  would  like  to  see  this" stricken.  Re- 
cently, under  this  provision  we  have  seen  it  legal  to  import  cotton 
from  Russia  while  our  other  agricultural  commodities  to  them  are 
embargoed.  In  addition  to  being  a  market  depressing  factor,  it  also 
tends  to  discourage  mills  from  keeping  usual  inventory,  because 
if  domestic  supplies  become  inadequate,  they  know  they  can  import 
their  needs.  In  the  meantime,  thev  can  force  the  farmer  to  carry 
their  inventory  for  them  or  else  force  him  to  sell  on  a  depressed 
market  with  extremely  wide  basis,  which  reflects  interest  and  carrying 
charges.  The  result  is  that  the  farmer  has  to  finance  the  cotton  pro- 
duction the  year  in  which  it  is  produced  plus  finance  the  inventory 
for  the  mill  the  year  in  which  it  is  used. 

t  This  bill  gives  the  Secretary  of  Agriculture  the  authority  to  estab- 
lish a  set-aside  if  he  deems  it  necessary.  Since  the  Secretary  has  stated 
that  he  does  not  believe  in  set-aside,  it  would  be  a  safe  assumption 
that  he  would  not  find  it  necessary.  Therefore,  it  should  be  spelled 
out  in  the  bill  that  when  the  carryover  reaches  a  certain  percentage  erf 
usage,  the  set-aside  would  be  mandatory. 

In  the  past,  we  have  seen  other  Secretaries  of  Agriculture  given  the 
authority  to  raise  loan  rates,  establish  set-asides,  paid  diversions,  and 
so  forth,  none  of  which  would  ever  be  implemented  and  when  asked 
why  not,  the  answer  would  always  be:  Congress  gave  me  the  author- 
ity, but  they  did  not  include  it  in  the  budget,  and  it's  too  late  to  get 
it  in  the  budget  for  this  year. 

In  recent  years,  we  have  seen  cotton  acreage  give  way  to  soybeans 
in  the  Midsouth  and  Delta  States,  not  because  soybeans  were  more 
profitable  as  the  ASA  will  say,  but  because  they  can  be  produced  for 
about  one-third  of  the  inputs.  As  the  farmer's  financial  position  dete- 
riorated, this  became  a  determining  factor.  Cotton  production  in  this 
area  has  dropped  from  approximately  one-third  of  the  national  pro- 
duction to  approximately  one-fifth.  The  resulting  farm  economy  loss 
has  been  magnified  in  the  regional  economy.  In  the  high  plains  area 
of  Texas,  we  have  seen  cotton  acreage  increased  in  recent  years. 
Acreage  of  milo  has  shifted  to  cotton,  not  necessarily  because  it  was 
more  profitable,  but  because  cotton  required  less  fertilizer  and  water, 
thus  making  it  easier  to  finance.  Today,  we  see  50  percent  or  more  of 
the  total  cotton  acreage  in  the  United  States  being  raised  in  Texas. 
This  high  concentration  of  cotton  acreage  in  a  drought  prone  region 
is  not  to  the  best  national  interest. 

We  have  also  seen  acreage  shift  to  Arizona  and  California  where 
50  percent  or  more  of  the  acreage  is  irrigated  with  surface  water 
furnished  by  the  Government  through  concrete  canals.  According  to 
the  Department  of  the  Interior,  the  Government  is  subsidizing  this 
area,  the  lower  Colorado  region,  in  the  amounts  ranging  from  a  high 
of  $1,787  per  acre  for  the  Well  ton-Mohawk  project  to  $149  per  acre 
in  the  Imperial  Valley.  It  is  quite  obvious  that  this  is  not  fair  com- 
petition and  needs  to  be  corrected. 


Digitized  by 


Google 


201 

We  must  prevent  any  further  acreage  shift  from  our  area,  and  this 
can  best  be  done  by  raising  the  loan  rate  to  cover  the  cost  of  produc- 
tion so  the  farmers  of  this  area  and  the  Nation  can  once  again  show 
a  profit. 

We  support  the  crop  insurance  concept  and  feel  that  it  could  be  the 
most  positive  agricultural  legislation  to  come  out  of  the  legislature  in 
recent  years,  therefore,  it  should  be  given  every  opportunity  to  prove 
itself.  There  are  some  fallacies  in  our  overall  government  programs 
which  threaten  its  success.  The  conditions  created  by  this  govern- 
mental policy  are  going  to  force  many  farmers  to  farm  the  Govern- 
ment rather  than  farm  their  land. 

The  following  example  is  for  cotton,  but  could  apply  to  other  crops 
which  have  high  input  cost. 

Some  facts  are: 

1.  Total  cost  of  producing  cotton,  including  variable  and  fixed 
costs — approximately  90  cents  per  pound.  (This  can  be  verified  by 
USDA  statistics.) 

2.  Variable  costs  in  the  neighborhood  of  $300  per  acre. 

3.  Government  loan  rates  on  cotton  for  1981:  52  cents  per  pound. 

4.  Federal  crop  insurance  for  65  cents  per  pound  at  three-fourths 
of  the  established  yield. 

5.  Disaster  program  through  ASCS.  It  is  thought  disaster  payment 
for  1981  will  be  22  cents. 

6.  Average  price  to  farmers  has  been  in  the  70  cents  per  pound  range. 
It  can  be  seen  that  the  farmers  have  been  selling  cotton  below  tne 

total  cost  of  production  with  the  loan  set  too  low  to  offer  any  protec- 
tion. In  1981,  the  farmer  can  insure  his  crop  for  65  cents  per  pound 
and  still  be  eligible  for  the  approximately  22  cents  per  pound  through 
ASCS,  making  a  total  of  approximately  87  cents,  whicn  is  above  the 
average  price  the  farmer  has  received. 

This  payment  is  on  three-fourths  of  established  yield.  The  farmer  can 
reduce  his  input  (variable)  cost  by  more  than  50  percent,  which  will 
more  than  offset  the  one-fourth  of  established  yield  not  covered. 
It  then  becomes  advantageous  for  him  not  to  try  for  maximum  yields 
as  he  will  make  more  money  on  the  cotton  that  he  does  not  produce 
than  on  the  cotton  that  he  does  produce.  The  only  way  that  it  can 
ever  be  made  to  work  is  we  must  have  loan  rates  higher  than  the 
insured  rate  so  that  the  incentive  will  be  to  produce.  So  long  as  loan 
rates  are  less  than  insured  rates,  the  incentive  is  not  to  produce. 
This  would  still  be  true  without  the  disaster  payment  through  ASCS. 

The  affect  of  these  conditions  is  compounded  by  the  already  de- 
pressed financial  position  of  many  farmers,  who  do  not  have  adequate 
capital  available  to  properly  finance  their  operation.  In  recent  weeks, 
we  have  seen  SB  A  loans  reduced  to  60  percent  of  approval.  In  addition 
to  this,  we  are  seeing  FmHA  greatly  reduce  moneys  for  operating 
loans  to  farmers  by  implementing  the  50  percent  of  gross  sales  rule, 
et  cetera.  Things  such  as  these  leave  the  farmer  no  choice  but  to 
capitalize  on  crop  insurance. 

I  am  sure  we  have  all  heard  the  famous  quote  "no  man  is  an  island". 
This  statement  was  made  to  demonstrate  the  complexity  of  our 
society.  Likewise,  agriculture  is  too  complex  to  have  one  commodity 
treated  as  an  island  as  cotton  has  been.  Anytime  we  have  crops 
competing  for  acreage,  they  affect  each  other. 
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Jr.  \:*  V^iy**'.  'sjtt.  «yi  *m»tiK  az&pme  visk  «*k  otnwr  S^r 
>.t::*:\->*.  'Yz.*r>  >~z*  'sxjyrA-z+ti  ia'^.y  yrjj^i  noL  be±z&  ±r«*  5* 
:.::.*>.  \:.+  ;,r.r*  <A  's,tz..  for  *-.  the-*  j*ve,>.  -b#r»  »ill  »x  be  *ay  *wta«fc- 
;r.i'  /;'/;r.  or.*  ';rop  v>  \zjk  *s&a:z  <i  -e  to  prr.*-  Ir.  "i*  SociiL.  '©cm*  ami 
wyr/t^r-1.  r/>rr.p**e  for  Arrestse  %.ui  Live  esubb?ib*ii  *  ratio  cc  ly  w  I. 
7  r.*re  >.z*  *At;„*>:  Z'.vj*  where  cropfe  cr/mp*:*  with  one  iBother.  If  we 
fc*/i  ,o*r,  r*t^ft  €ftta.J>..rh^;  c>>*  v>  the  r&t»».  :•  wociw  ic&i  to  -uJbuar 
pwi  s?..bt*t  \u\-  :t  wo..':  ter.':  to  •t&biiize  price,  reeariese-  rf  M 
r&t*  :eve.-..  Oi;^  the  ;ov;n  rtte-  were  indexed  with  each  other,  ihe 
clz/^r  we  r&i^  the  .o*n  to  co^t  of  production,  the  more  it  would 
stabilize  the  irj&rfce*..  It  wo  .id  not  make  for  a  static  market  because 
we  will  alway-  have  the  weather  factor,  inject*,  et  cetera.  It  would  mini- 
mize the  co^tiy  sswitchir*^  from  one  crop  to  the  other. 

Thi>.  wo^ld'al.-/;  tend  to  stabilize  world  production.  particulArtr 
wn^  we  supply  GO  percent  of  ail  jrrain  una  fiber  for  international 
trade.  An  exurnple  of  thi-  L-  when  we  *ell  zrain  cheap,  relative  to 
cotton,  foreign  co'int.rie-  wiil  import  our  cheap  srain  and  increase 
their  cotton  acreage  in  hordes  of  exporting  the  higher  priced  cotton 
no  fcs  to  balance  their  truoe.  The  same  works  in  reverse. 

The  advocates  of  market  oriented  ajrriculture  say  that  raising 
Joan  rates  would  cau^e  u-  to  lose  our  overseas  market.  We  do  not 
think  this  i*  true,  so  long  as  they  are  not  raised  above  the  cost  of 
production.  Time  has  proven  that  we  have  the  most  efficient  farmers 
in  the  world  and  this  means  that  we  have  the  lowest  production  cost. 

There  are  two  reasons  that  foreign  governments  buy  our  agri- 
culture products  and  they  are:  (I)  They  cannot  get  them  anywhere 
elae,  (2)  because  of  credit  availability.  They  do  not  buy  from  us 
because  they  like  us,  for  in  the  eyes  of  the  rest  of  the  world,  we  are  the 
fat,  ugly  Americans.  When  they  need  our  products,  price  does  not 
upset  them.  What  does  upset  them  is  nonavailability,  such  as  embar- 
goes, and  this  is  when  we  lose  our  markets.  We  saw  the  embargoes  of 
the  1970'h  make  Brazil  a  major  exporter  of  agricultural  products. 
This  was  done  with  Japanese  and  European  money.  Today,  because 
of  the  present  embargo,  we  are  seeing  tne  same  thing  take  place  in 
Argentina  with  the  aid  of  Russian  money. 

Gentlemen,  we  must  have  legislation  tnat  is  sensitive  to  the  needs 
of  the  producer.  They  no  longer  can  be  ignored.  We  must  have  loan 
rates  that  will  cover  the  total  production  cost  so  the  farmer  can  once 
again  show  a  nrofit,  and  tied  to  a  percentage  of  parity  so  as  to  com- 
pensate for  inflation. 

This  concludes  my  prepared  statement.  I  thank  you  for  your  at- 
tention and  welcome  any  questions  you  might  have. 

Senator  Cochran.  Thank  you,  Mr.  Willis.  We  appreciate  your 
statement.  We  will  now  hear  from  Bobby  Miller,  president  of  the 
Mississippi  Association  of  Farmer  Elected  Committeemen  from 
Greenwood,  Miss. 

STATEMENT  OF  ROBERT  MILLER,  PRESIDENT,  MISSISSIPPI  ASSO- 
CIATION OF  FARMER  ELECTED  COMMITTEEMEN 

Mr.  Miller.  Thank  you,  Senator  Cochran  and  Congressman  Jones. 

1  am  Robert.  I).  Miller,  cotton  farmer  from  Greenwood,  Miss., 
and  State  president  of  the  Mississippi  Association  of  Farmer  Elected 
Committeemen.  Among  the  many  purposes  and  objectives  of  the 
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association,  one  is  to  promote,  strengthen,  and  improve  American 
agriculture  by  using  the  coordinated  strength  of  its  membership  to 
seek,  promote,  and  maintain  effective  farm  programs  which  will 
increase  and  improve  farm  income  until  it  compares  favorably  with 
nonfarm  income. 

The  future  economic  condition  for  the  farm  sector  will  be  highly 
volatile  in  the  coming  years.  Therefore,  to  protect  the  American  farm 
and  agri-business  through  these  drastic  changes,  we  must  have  proper 
farm  legislation. 

This  January  in  Orlando,  Fla.,  our  national  association  adopted  a 
resolution  that  the  farmer  elected  committeemen  through  the  ASCS 
agency  fully  administer  the  new,  all-risk  Federal  crop  insurance 
program. 

Kecently,  while  trying  to  decide  whether  or  not  to  take  Federal 
crop  insurance,  I  noted  several  discrepancies.  However,  time  does 
not  permit  me  to  elaborate.  Pilot  counties  have  administered  the  new 
crop  insurance  program  with  very  little  guidance  from  FCIC  personnel 
and  made  it  a  workable  service. 

May  I  offer  the  following  suggestion  for  your  consideration.  The 
ASCS  office,  acting  as  the  focal  point  for  all  crop  insurance  activities 
in  the  county — as  the  pilot  counties  have  done — could: 

One,  maintain  a  supply  of  FCIC  forms  needed  by  farmers  and  names 
of  FCIC  agents  approved  to  sell  crop  insurance:  two,  sell  insurance 
to  eligible  farmers  who  come  to  the  county  office  for  service;  three 
receive  applications  from  FCIC  agents,  review,  process,  and  forward 
applications  to  the  National  Service  Office;  four,  take,  process,  and 
forward  acreage  reports,  notices  of  crop  loss  or  damage,  collateral. 
assignments,  and  transfers  of  interest;  five,  handle  and  process  all 
loss  adjustment  work,  aiding  permanent  FCIC  personnel  as  needed; 
six,  collect  premium  payments  and  remit  to  tne  National  Service 
Office;  and  seven,  maintain  all  insureds'  files — presently  some  farm 
files  are  carried  by  sales  people  in  the  back  of  their  personal  vehicle. 
The  county  office  will   oe  responsible  for  servicing  all  contracts. 

The  pilot  counties  have  proven  these  are  favorable  working  arrange- 
ments to  farmers  as  well  as  to  FCIC  and  ASCS.  ASCS  has  a  favorable 
and  reliable  working  relationship  with  local  farmers  throughout  the 
country,  and  this  is  a  basic  requirement  for  a  successful  insurance 
program. 

Another  resolution  adopted  endorses  price  support  levels  on  indi- 
vidual agriculture  commodities  be  placed  at  not  less  than  80  percent 
of  the  cost  of  production  as  determined  on  an  annual  bais.  Personally. 
I  disagree.  The  loan  formula  for  cotton  is  working  well,  and  I  would 
like  to  see  it  continued. 

Pertaining  to  target  prices,  I  don't  want  to  see  agriculture  cut  more 
severely  than  other  segments  of  the  U.S.  economy.  If  we  are  to  remain 
a  viable  part  of  the  national  and  world  economy,  I  feel  as  if  we  need 
some  assurance  that  American  agriculture  can  remain  healthy  year  in 
and  year  out.  These  boom  &r  bust  years  are  forcing  more  and  more 
farmers  out  of  business. 

I  believe  the  public  should  share  the  effect  of  an  export  embargo  on 
agricultural  goods  unless  a  national  emergency  exists.  Amcultural 
research  by  USDA  and  cooperating  institutions  should  be  fully  funded 
to  insure  the  well  being  of  our  entire  Nation.  Authority  for  cross  com- 
pliance and  offsetting  compliance  also  should  be  withdrawn. 
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Set-aside  and  normal  crop  acreage  compliance  do  not  necessarily 
reduce  acreages  of  specific  crops.  These  ineffective  acreage  control 
mechanisms  should  be  withdrawn.  To  offset  these:  One,  make  program 
eligibility  contingent  on  planting  not  more  than  a  percentage  of  the 
previous  year's  acreage  of  the  particular  crop,  and  two,  paid  diversion. 

Mr.  Chairman,  thank  you  for  giving  me  the  opportunity  to  present 
my  views  to  your  committee. 

Senator  Cochran.  Thank  you  very  much.  We  appreciate  that  state- 
ment. Allan  Helms,  Jr.,  cotton  producer  from  Clarkdale,  Ark. 

STATEMENT  OF  ALLAN  HELMS,  JB.,  COTTON  PRODUCER, 
CLARKDALE,  ARK. 

Mr.  Helms.  Thank  you,  Mr.  Chairman.  I'm  Allan  Helms,  Jr., 

Producer,  from  Clarkdale,  Ark.  and  a  very  committed  cotton  pro- 
ucer.  We  are  planting  cotton  on  over  half  of  our  acreage  and  are 
also  in  the  cotton  ginning  business.  Besides  cotton,  we  raise  the  normal 
belt  crops  of  soybeans,  wheat,  and  grain  sorghum.  My  statement  is 
one  of  very  much  confidence  and  optimism  in  the  cotton  industry.  I 
think  the  cotton  industry  is,  basically,  a  healthy  industry  today  in 
that  we  have  not  had  to  rely  on  the  provisions  of  the  current  farm 
program  for  our  livelihood.  We  have  been  able  to  make  a  go  of  the 
cotton  business  without  having  to  use  the  target  price  or  depend  on 
the  loan. 

I  think  that  cotton  is  also  healthy  in  that  it  is  meeting  the  needs 
of  the  marketplace  today.  Ideally,  I  do  not  think  that  we  do  not 
need  a  Government  program.  Realistically,  we  obviously  have  to  have 
one.  I  think  that  the  rewards  of  farming  should  basically  come  from 
good  and  efficient  management,  with  the  marketplace  determining  the 
acreages  and  prices  received  by  farmers.  I  think  that  the  American 
cotton  farmer  is  flexible  and  responsive  to  the  marketplace.  I  think 
that  realistically  that  we  have  been  heading  in  the  right  direction.  I 
think  since  the  program,  1966,  and  the  succeeding  programs  have 
relieved  the  farmers  of  some  of  our  dependability  upon  the  Govern- 
ment. I  think  this  has  been  a  very  healthy  thing. 

I  think  there  are  more  changes  that  could  be  made,  and  I  think 
that  some  of  the  specific  points  that  I  would  like  to  suggest  are  very 
much  in  line  with  the  current  feeling  toward  a  more  efficient,  less 
costly  operation  of  the  Government.  I  am  very  much  opposed  to  the 
provisions  of  offsetting  compliance,  cross  compliance,  NCA  provisions, 
set-aside  discretionary  powers  of  the  Secretary,  limitation  of  pay- 
ments. I  feel  that  the  program  would  not  benefit  from  any  reference 
to  parity.  I  think  this  is  an  antiquated  concept  which  doesn't  take 
into  respect  our  productivity  that  we  have  now  compared  to  last 
year.  I  feel  like  that  any  type  of  reserve  program,  be  it  producer  held 
or  Government  held,  is  not  in  the  best  interest  of  cotton  farmers. 

I  basically  like  the  provisions  in  the  current  program  of  the  loan.  I 
think  it  should  be  held  at  a  level  that  would  not  induce  production 
for  the  loan,  only  as  a  marketing  tool.  I  also  am  a  proponent  of  the 
target  price.  I  think  this,  once  again,  should  not  be  set  at  a  level.  It 
should  De  a  fraction  of  the  cost  of  production  so  that  we  will  not  once 
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again  farm  for  the  target  price,  but  it  is,  in  effect,  a  disaster  program 
from  the  price  standpoint,  and  I  think  we  do  need  this. 

I  think  that  we  do  need  a  few  other  areas  changed.  I  think  that 
we've  given  too  much  discretion  to  the  Secretary  of  Agriculture  in 
some  of  his  powers.  I  feel  also  that  in  these  discretionary  powers  of 
the  Secretary,  that  we  need  to  have  some  legislative  timing  restrictions 
as  to  when— deadlines  on  some  of  the  decisions.  This  has  proven  to  be 
a  problem  several  times  in  the  last  few  years  because  of  trying  to 
make  long  range  plans  and  even  short  range.  Some  of  the  decisions 
have  been  made  at  a  time  that  there  was  a  problem.  And  I  do  think 
that  we  do  need  to  continue  to  have  some  form  of  disaster  program.  I 
prefer  to  have  a  program  similar  to  the  one  that  we've  been  working 
under. 

To  sum  up  what  I  have  said,  I  believe  that  simplicity  is  what  we 
need  in  the  cotton  program  and  with  the  maximum  orientation  toward 
the  marketplace,  and  I  think  the  cotton  producers  are  willing  to 
sacrifice  a  little  so-called  support  for  a  little  more  freedom.  Thank  vou. 

Senator  Cochran.  Thank  you,  Mr.  Helms,  for  being  a  part  01  our 
panel  on  cotton.  I  notice  that  each  of  you  touched  on  one  or  another 
aspect  of  the  Federal  crop  insurance  program  or  the  disaster  assistance 
program  that  we  now  have.  It  has  concerned  me  that  we  are  in  a 
penod  of  transition,  and  it's  not  real  clear  exactly  what  kind  of 
response  the  Government  would  make  in  the  event  of  a  natural 
disaster,  particularly  in  the  areas  where  the  Federal  crop  insurance 
law  has  not  been  fully  implemented  and  isn't  available  to  farmers. 
We  have  some  difficulties  that  I  know  are  going  to  be  encountered, 
and  we  all  realize  that  in  moving  away  from  or  attempting  to  move 
away  from  a  disaster  benefit  program  to  a  subsidized  insurance 
program. 

Let  me  ask  you  this  question,  Tommy  Willis,  first:  Do  you  have 
any  suggestions  to  make  as  to  how  we  offer  or  make  available  that 
kind  of  disaster  assistance  protection  that  we  know  may  be  needed 
and  at  the  same  time  phase  in  a  crop  insurance  program,  or  should 
we  just  abandon  the  crop  insurance  scheme  completely? 

Mr.  Willis.  I  support  the  crop  insurance  concept.  I  think  it's 
a  very  good  concept.  Kight  now  with  the  problems  we  have  with  just 
the  mechanics  of  it,  we  probably  need  to  have  a  continuation  of 
another  year  of  the  disaster  program  to  SCS,  until  we  could  get 
the  crop  insurance  worked  out  mechanically,  you  know,  where  it 
would  function  as  it  is.  My  major  concern  right  now,  I've  mentioned 
very  briefly  on,  we  have  a  loan  rate  less  than  the  insured  rate.  We 
need  a  loan  rate  higher  than  the  insured  rate,  the  reason  being  as  I 
stated:  So  long  as  the  loan  rate  is  less  than  the  insured  rate,  the 
incentive  is  not  to  produce.  If  we  do  the  reverse,  get  the  loan  rate 
higher,  then  the  incentive  would  be  to  produce.  I  know  that  anytime 
we  have  a  Government  program  we're  going  to  have  people  abuse  it; 
I  don't  care  if  it's  welfare  or  social  security  or  what  have  you,  it's 
going  to  be  abused.  The  way  we're  set  up  right  now,  it  is  very  attractive 
to  people,  more  so  than  it  should  be.  And  I  know  that  m  my  area 
ana  I  believe  in  Mississippi  and  Arkansas,  too,  we  will  have  farmers 
probably  this  year  who  wall  really  abuse  the  program  and  damage 
it  severely,  and  I'd  hate  to  see  the  program  just  get  killed  before 
it  gets  started. 
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Vr.av,r  Ov,=f£AN.  We  appw.iate  tooGe  shoradiiSB.  What  s  jmr 
rw.\ ',r.  v.  tr.at.  Mr.  H^irr-s? 

Mr.  KhLv(\.  Y>'+>..  I  to»:i<:  asr**-  to  the  pocit  that  I  chink  we  hare 
*  pr'/inrr.  that  has  z.kt.  &  iOt  of  arrive  anc  probaixy  w.Q  eotLtznue- 
Ho-v>v<;:.  I  r.ivf:  *  fee.-r.z  that  any  type  «  issuance  prazrmm.  of 
o-.rv:.  *-*  'io  hav*-  F*i-;*ra.  crop  -T^^racce  nox.  bnt  the  type  of 
pr osTwr*  that  :s  h*-r.:r  :&-k*i  abo  -t.  I  think.  will  be  &  real  atiministrative 
F*ea/:a/.r.e.  I  thir.k  that  I  wo-^d  pref-r  &  kttie  more  smpikity.  and 
I  mink  ,v>ffceth:w  .:k*  ~*e  have  ls  probably  a  title  more  smple 
program  ar.d  I  think  ft  i:ttl*r  easier  :o  a*iminister  even  though  it 
can  be  abr;sed. 

Senator  Cochiux.  Bobby  Miller? 

Mr.  -Miller.  W*i;.  I  highly  favor  Federal  crop  insurance.  I'd 
rather  see  lesa  Government  involvement  in  the  whole  cotton  program, 
I  think,  as  Mr.  Helm*  mentioned.  The  coverage  that  you  set  from 
Fe/Jeral  crop  insurance,  I  think,  is  too  small  for  the  price  we  have  to 
pay  for  it.  Now  if  they  would  take  these — our  yields,  the  actuarial 
people,  and  take  our  yields  and,  say,  on  the  last  3-year  average  of 
our  projected  yields  and  then  pay — offer  us  coverage  75  percent  of  our 
projected  yield  at  a  good  price,  I  feel  like  that  that  would  make  the 
Federal  crop  insurance  more  attractive.  Right  now  there  are  too  many 
discrepancies  and  too  many — not  many  loopholes  but  there  are  some 
loopholes  that  you're  probably  aware  "of  that's  going  to  be  showing 
up  later  on.  The  agents  are  not— they're  not  informed  as  to  how — actu- 
ally, they  just  don't  know  how  to  sefl  the  insurance.  Xow,  I  hate  to  see 
AJyfJS  take  the  brunt  of  this  first  year  if  we  were  to  have  a  disaster, 
because  I  see  advertisements  to  go  by  your  ASCS  office  and  they'll 
explain  the  Federal  crop  insurance  to  you  when  most  ASCS  offices 
don't  have  that  information.  Now,  these  pilot  counties,  particularly 
Leflore  County,  they  are  very  knowledgeable  of  this,  and  as  I  stated 
in  my  statement,  J  believe  that  ASCS  can  administer  this  program 
fully  because  the  insurance  agents  are  coming  to  the  ASCS  office  for 
all  their  information  to  start  with.  All  our  records  are  there,  and  I 
just  feel  like  that  ASCS  working  with  FCI  could  make  this  a  working, 
a  good  program. 

Senator  Cochran.  I  appreciate  having  those  thoughts.  Congress- 
man Jones,  do  you  have  any  questions  of  these  witnesses? 

Mr.  Jones.  Thank  you,  Senator.  This  has  been  a  very  interesting 
discussion,  especially  involved  around  the  Federal  crop  insurance, 
but  I'm  not  going  to  elaborate  on  that  part  of  it.  I  have  a  question, 
Tommy,  for  you. 

You  do  not  seem  to  really  approve  of  the  direction  that  we're  writing 
the  farm  bills,  I  mean  I  gather  that  from  you.  In  other  words,  I  think 
you  were  inferring  that  there's  a  little  bit  more  consumerism  benefit 
than  there  is  the  farmerism.  And  one  of  my  questions,  I  want  you  to 
elaborate  on  that  if  you  don't  mind,  but  really,  the  crux  of  my  question 
is,  do  you  feel  that  because  of  the  confusion  that  we  have  every  time 
you  change  administrations,  you've  got  a  big  job  to  do,  reeducating 
a  good  many  Members  of  Congress  as  well  as  the  administration  itself, 
are  you  trying  to  tell  us  that  we  ought  to  do  a  simple  extension  of  the 
present  1977  farm  bill  for  another  year  and  then  get  down  to  business 
and  write  a  new  farm  bill? 

Mr.  Willis.  Yes,  sir,  that's  exactly  what  I  think  Mr.  Jones.  With 
the  turmoil  we're  in  right  now  and  I  do  not  feel  like  the  atmosphere, 
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the  climate — as  you  know,  I've  been  in  Washington  several  times 
this  winter,  and  with  the  confusion  and  everything  there  we  just, 
seem  to  lack  a  good  solid  sense  of  direction  to  write  a  farm  bill  that 
would  be  constructive  for  the  producer.  At  this  time  I  feel  anything 
that  would  come  out  of  the  Congress  would  be  negative  legislation 
for  the  producer.  I  feel  that's  the  only  thing  we  have  a  chance  to  get 
passed.  I  personally  feel  like  that  maybe  let  the  dust  settle  from  some 
of  our  problems  we  have  right  now.  We'll  be  better  off  to  look  at 
legislation  next  year,  put  this  off  a  year,  with  our  carryover  of  world 
stock  of  grain  so  low,  cotton  low.  Our  prices  still  aren't  high,  but 
they're  higher  than  they  would  be  if  we  had  normal  carryover,  and 
maybe  we  can  depend  on  this  to  help  get  us  through  this  1  year. 
I'd  rather  do  that  and  just  take  my  luck  for  this  1  year  like  we've 
got  it  and  hopefully  come  up  with  come  possible  legislation  another 
year  where  everyone  can  really  sit  down  and  take  a  real  good  look  at 
it  because  as  we  have  seen  right  here  today,  we  have  a  varied  opinion, 
and  when  we  have  varied  opinions,  you  can — I'm  sure  you  all  know 
the  confusion  you  get  in  Washington.  But  we  all  know  we've  got  a 

f>roblem.  All  we  have  got  to  do  is  look  at  the  financial  condition  of 
armers  today,  and  we  know  we've  got  a  very  serious  problem.  And 
this  problem  needs  to  be  addressed,  and  I  don't  feel  like  right  now 
this  is  the  ideal  time  to  do  it.  I  would  really  like  to  see  it  put  off  for 
a  year  because  if  we  don't,  I  don't  believe  the  farmers  of  this  Nation 
can  stand  another  4  years  of  legislation  like  we've  had  the  past  8. 
I  just  don't  believe  we  can  stand  it. 

Mr.  Jones.  Mr.  Miller,  do  you  want  to  elaborate  on  that? 

Mr.  Miller.  Just  briefly.  I  would  like  to  see  a  new  farm  program 
started  because  we  are  going  through  changes  now  like  the  last  20 
or  30  years,  and  I  think  the  farm  program  will,  in  the  next  few  years, 
change  completely,  and  I  would  rather  see  a  change  start  now  than 
wait  another  year. 

Mr.  Jones.  Mr.  Helms,  you  already  have  sort  of  stated  your 
position.  Do  you  want  to  redo  it? 

Mr.  Helms.  Of  course,  I  would  like  to  see  some  changes.  I  think 
that  from  my  point  of  view,  it  would  be  relatively  easy  to  change 
because  I  think  just  overhauling  a  few  points  within  the  1977  program 
would  be  sufficient  as  far  as  I'm  concerned. 

Mr.  Jones.  Let  me  ask  you,  are  you  thinking  that  modernizing 
the  1977  bill  would  be  a  good  idea? 

Mr.  Helms.  Yes,  sir. 

Mr.  Jones.  Is  that  what  you're  saying? 

Mr.  Helms.  Yes,  sir. 

Mr.  Jones.  Changing  target  prices,  loan  rates,  and  things  of  that 
sort,  some  updating? 

Mr.  Helms.  Some  updating,  eliminating  a  few  of  the  things  that 
we  referred  to,  I  think  everyone  has  just  about  referred  to,  cross 
compliance  offsetting 

Mr.  Jones.  That's  not  the  first  time  I've  heard  that  recommen- 
dation either,  Senator,  but  that's  come  up  a  good  many  times  even 
in  our  testimonies  in  Washington. 

One  other  question:  I'm  looking  at  this  table  here  about  these 
water  prices  out  in  California.  Do  you  want  to  elaborate  on  your 
irrigation  statement  a  little  bit?  Tell  us  how  we  can  get  irrigation 
here. 
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In  the  Midwest,  corn  and  soybeans  compete  with  each  other  for 
acreage.  They  are  considered  equally  priced  when  beans  are  2% 
times  the  price  of  corn,  for  at  these  levels,  there  will  not  be  any  switch- 
ing from  one  crop  to  the  other  due  to  price.  In  the  South,  cotton  and 
soybeans  compete  for  acreage  and  have  established  a  ratio  of  10  to  1. 
There  are  similar  ratios  where  crops  compete  with  one  another.  If  we 
had  loan  rates  established  close  to  the  ratios,  it  would  tend  to  stabilize 
production,  thus  it  would  tend  to  stabilize  price,  regardless  of  loan 
rate  levels.  Once  the  loan  rates  were  indexed  with  each  other,  the 
closer  we  raise  the  loan  to  cost  of  production,  the  more  it  would 
stabilize  the  market.  It  would  not  make  for  a  static  market  because 
we  will  always  have  the  weather  factor,  insects,  et  cetera.  It  would  mini- 
mize the  costly  switching  from  one  crop  to  the  other. 

This  would  also  tend  to  stabilize  world  production,  particularly 
since  we  supply  60  percent  of  all  grain  ana  fiber  for  international 
trade.  An  example  of  this  is  when  we  sell  grain  cheap,  relative  to 
cotton,  foreign  countries  will  import  our  cheap  grain  and  increase 
their  cotton  acreage  in  hopes  of  exporting  the  higher  priced  cotton 
so  as  to  balance  their  trade.  The  same  works  in  reverse. 

The  advocates  of  market  oriented  agriculture  say  that  raising 
loan  rates  would  cause  us  to  lose  our  overseas  market.  We  do  not 
think  this  is  true,  so  long  as  they  are  not  raised  above  the  cost  of 
production.  Time  has  proven  that  we  have  the  most  efficient  farmers 
in  the  world  and  this  means  that  we  have  the  lowest  production  cost. 

There  are  two  reasons  that  foreign  governments  buy  our  agri- 
culture products  and  they  are:  (1)  They  cannot  get  them  anywhere 
else,  (2)  because  of  credit  availability.  They  do  not  buy  from  us 
because  they  like  us,  for  in  the  eyes  of  the  rest  of  the  world,  we  are  the 
fat,  ugly  Americans.  When  they  need  our  products,  price  does  not 
upset  them.  What  does  upset  them  is  nonavailability,  such  as  embar- 
goes, and  this  is  when  we  lose  our  markets.  We  saw  the  embargoes  of 
the  1970's  make  Brazil  a  major  exporter  of  agricultural  products. 
This  was  done  with  Japanese  and  European  money.  Today,  because 
of  the  present  embargo,  we  are  seeing  the  same  thing  take  place  in 
Argentina  with  the  aid  of  Russian  money. 

Gentlemen,  we  must  have  legislation  tnat  is  sensitive  to  the  needs 
of  the  producer.  They  no  longer  can  be  ignored.  We  must  have  loan 
rates  that  will  cover  the  total  production  cost  so  the  farmer  can  once 
again  show  a  profit,  and  tied  to  a  percentage  of  parity  so  as  to  com- 
pensate for  innation. 

This  concludes  my  prepared  statement.  I  thank  you  for  your  at- 
tention and  welcome  any  questions  you  might  have. 

Senator  Cochran.  Thank  you,  Mr.  Willis.  We  appreciate  your 
statement.  We  will  now  hear  from  Bobby  Miller,  president  of  the 
Mississippi  Association  of  Farmer  Elected  Committeemen  from 
Greenwood,  Miss. 

STATEMENT  OF  ROBERT  MILLER,  PRESIDENT,  MISSISSIPPI  ASSO- 
CIATION OF  FARMER  ELECTED  COMMITTEEMEN 

Mr.  Miller.  Thank  you,  Senator  Cochran  and  Congressman  Jones. 

I  am  Robert  D.  Miller,  cotton  farmer  from  Greenwood,  Miss., 
and  State  president  of  the  Mississippi  Association  of  Farmer  Elected 
Committeemen.  Among  the  many  purposes  and  objectives  of  the 
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Now,  every  one  of  you  mentioned  something  about  ASCS,  and 
I  am  very  close  to  that  agency.  I  think  an  awful  lot  of  the  Agricultural. 
Stabilization,  and  Conservation  Committees,  and  was  chairman  of 
the  State  committee  here  in  Tennessee  for  8  years,  but  we  had  some 
problems  with  ASCS,  and  they  did  not  respond  to  our  needs  when 
we  were  trying  to  write  this  bill,  and  had  we  had  the  cooperation 
from  ASCS  that  we  should  have  had,  they  would  have  had  a  lot  more 
to  do  with  this  bill  now  than  they  do  have.  Now,  what  we  are  trying 
to  get  the  administration  to  do  now — and  I  believe  the  new  man  is 
in  place  down  there  now,  Thad,  I  don't  know  whether  he  has  been 
confirmed  or  not,  but  he  arrived,  I  think,  last  week  or  week  before 
last,  is  that  we  can  get  these  yields  where  they  ought  to  be. 

They  tell  me  in  some  counties  that  we've  got  the  yield  right,  that 
they're  up  to  date.  A  year  ago  they  said  they  weren't  up  to  date,  so 
I  don't  know  whether  they're  up  to  date  or  not.  But  anyway,  we're 
going  to  prevail  on  them  to  do  that  and  put  this  information  that 
we  have  in  the  hands  of  the  actuarial  people  where  we  can  give  a 
farmer  actually  what  he  deserves  as  far  as  insurance  is  concerned. 
Thank  you,  sir. 

Senator  Cochran.  Thank  you,  Congressman.  And  again,  let  me 
thank  each  one  of  you  for  helping  us  by  being  here  and  testifying, 
presenting  your  thoughts  on  the  cotton  section  of  the  farm  bill.  Thank 
you  very  much. 

Mr.  Jones.  Senator  Cochran,  I'm  Egbert  Jones  from  Holly  Springs, 
Miss.,  and  I've  been  wondering  how  may  I  qualify  to  testify  before 
this  committee? 

Senator  Cochran.  We  have  a  schedule  of  witnesses  which  we  had  to 
makeup  in  advance  in  order  to  have  an  orderly  hearing,  which  we 
intend  to  have.  And  at  the  conclusion  of  the  hearing  today  we  will 
ask  if  anybody  does  have  a  statement  they  will  make,  and  if  we  have 
time  for  it,  we  will  hear  from  you.  If  we  don't  we  will  ask  you  to  submit 
it  in  writing,  and  it  will  be  a  part  of  this  hearing  record  just  as  if  you 
had  testified  verbally  from  the  witness  stand.  Thank  you  very  much. 

I  would  also  like  to  recognize  at  this  time  the  fact  that  Senator 
David  Pryor's  office  is  represented  here  today.  John  Tull  is  here 
representing  David  Pry  or.  He  had  hoped  to  be  here  himself  personally 
and  asked  me  to  extend  to  each  of  you  his  good  wishes.  # 

We  now  have  a  panel  that  is  going  to  testify  on  the  rice  section  of 
the  bill.  We  would  ask  each  of  you  to  come  forward  at  this  time: 
Bill  Lehrer,  chairman  of  the  Five-State  Producers'  Legislative  Group 
of  Garwood,  Tex.,  Donald  Beverly,  who  is  president  of  the  Rice 
Growers  Association  of  Mississippi  from  Clarksdale,  Miss.,  Romeo 
Short,  who  is  a  rice  producer  from  Brinkley,  Ark.  Our  first  witness 
of  the  rice  panel  wall  be  Bill  Lehrer. 

STATEMENT  OF  BILL  LEHRER,  CHAIRMAN,  FIVE-STATE 
PRODUCERS'  LEGISLATIVE  GROUP,  GARWOOD,  TEX. 

Mr.  Lehrer.  Thank  you,  Senator.  I  am  William  N.  Lehrer,  a  rice 
producer  from  Garwood,  Tex.,  and  a  member  of  the  board  of  directors 
of  American  Rice,  Inc.,  a  Texas-based  agricultural  marketing  co- 
operative. Since  March  of  1980,  I  have  served  as  chairman  of  an  ad 
hoc  committee  entitled  "The  Five-State  Rice  Producers'  Legislative 
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Set-aside  and  normal  crop  acreage  compliance  do  not  necessarily 
reduce  acreages  of  specific  crops.  These  ineffective  acreage  control 
mechanisms  should  be  withdrawn.  To  offset  these:  One,  make  program 
eligibility  contingent  on  planting  not  more  than  a  percentage  of  the 
previous  year's  acreage  of  the  particular  crop,  and  two,  paid  diversion. 

Mr.  Chairman,  thank  you  for  giving  me  the  opportunity  to  present 
my  views  to  your  committee. 

Senator  Cochran.  Thank  you  very  much.  We  appreciate  that  state- 
ment. Allan  Helms,  Jr.,  cotton  producer  from  Clarkdale,  Ark. 

STATEMENT  OF  ALLAH  HELMS,  JB.,  C0TT0H  PEODUCER, 
CLARKDALE,  ARK. 

Mr.  Helms.  Thank  you,  Mr.  Chairman.  I'm  Allan  Helms,  Jr., 

Sroducer,  from  Clarkdale,  Ark.  and  a  very  committed  cotton  pro- 
ucer.  We  are  planting  cotton  on  over  half  of  our  acreage  and  are 
also  in  the  cotton  ginning  business.  Besides  cotton,  we  raise  the  normal 
belt  crops  of  soybeans,  wheat,  and  grain  sorghum.  My  statement  is 
one  of  very  much  confidence  and  optimism  in  the  cotton  industry.! 
think  the  cotton  industry  is,  basically,  a  healthy  industry  today  in 
that  we  have  not  had  to  rely  on  the  provisions  of  the  current  farm 
program  for  our  livelihood.  We  have  been  able  to  make  a  go  of  the 
cotton  business  without  having  to  use  the  target  price  or  depend  on 
the  loan. 

I  think  that  cotton  is  also  healthy  in  that  it  is  meeting  the  needs 
of  the  marketplace  today.  Ideally,  I  do  not  think  that  we  do  not 
need  a  Government  program.  Realistically,  we  obviously  have  to  have 
one.  I  think  that  the  rewards  of  farming  should  basically  come  from 
good  and  efficient  management,  with  the  marketplace  determining  the 
acreages  and  prices  received  by  farmers.  I  think  that  the  American 
cotton  farmer  is  flexible  and  responsive  to  the  marketplace.  I  think 
that  realistically  that  we  have  been  heading  in  the  right  direction.  I 
think  since  the  program,  1966,  and  the  succeeding  programs  have 
relieved  the  farmers  of  some  of  our  dependability  upon  the  Govern- 
ment. I  think  this  has  been  a  very  healthy  thing. 

I  think  there  are  more  changes  that  could  be  made,  and  I  think 
that  some  of  the  specific  points  that  I  would  like  to  suggest  are  very 
much  in  line  with  the  current  feeling  toward  a  more  efficient,  less 
costly  operation  of  the  Government.  I  am  very  much  opposed  to  the 
provisions  of  offsetting  compliance,  cross  compliance,  NGA  provisions, 
set-aside  discretionary  powers  of  the  Secretary,  limitation  of  pay- 
ments. I  feel  that  the  program  would  not  benefit  from  any  reference 
to  parity.  I  think  this  is  an  antiquated  concept  which  doesn't  take 
into  respect  our  productivity  that  we  have  now  compared  to  last 
year.  I  leel  like  that  any  type  of  reserve  program,  be  it  producer  held 
or  Government  held,  is  not  in  the  best  interest  of  cotton  farmers. 

I  basically  like  the  provisions  in  the  current  program  of  the  loan.  I 
think  it  should  be  held  at  a  level  that  would  not  induce  production 
for  the  loan,  only  as  a  marketing  tool.  I  also  am  a  proponent  of  the 
target  price.  I  think  this,  once  again,  should  not  be  set  at  a  level.  It 
should  De  a  fraction  of  the  cost  of  production  so  that  we  will  not  once 
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again  farm  for  the  target  price,  but  it  is,  in  effect,  a  disaster  program 
from  the  price  standpoint,  and  I  think  we  do  need  this. 

I  think  that  we  do  need  a  few  other  areas  changed.  I  think  that 
we've  given  too  much  discretion  to  the  Secretary  of  Agriculture  in 
some  of  his  powers.  I  feel  also  that  in  these  discretionary  powers  of 
the  Secretary,  that  we  need  to  have  some  legislative  timing  restrictions 
as  to  when— deadlines  on  some  of  the  decisions.  This  has  proven  to  be 
a  problem  several  times  in  the  last  few  years  because  of  trying  to 
make  long  range  plans  and  even  short  range.  Some  of  the  decisions 
have  been  made  at  a  time  that  there  was  a  problem.  And  I  do  think 
that  we  do  need  to  continue  to  have  some  form  of  disaster  program.  I 
prefer  to  have  a  program  similar  to  the  one  that  we've  been  working 
under. 

To  sum  up  what  I  have  said,  I  believe  that  simplicity  is  what  we 
need  in  the  cotton  program  and  with  the  maximum  orientation  toward 
the  marketplace,  and  I  think  the  cotton  producers  are  willing  to 
sacrifice  a  little  so-called  support  for  a  little  more  freedom.  Thank  vou. 

Senator  Cochran.  Thank  you,  Mr.  Helms,  for  being  a  part  of  our 
panel  on  cotton.  I  notice  that  each  of  you  touched  on  one  or  another 
aspect  of  the  Federal  crop  insurance  program  or  the  disaster  assistance 
program  that  we  now  have.  It  has  concerned  me  that  we  are  in  a 
period  of  transition,  and  it's  not  real  clear  exactly  what  kind  of 
response  the  Government  would  make  in  the  event  of  a  natural 
disaster,  particularly  in  the  areas  where  the  Federal  crop  insurance 
law  has  not  been  fully  implemented  and  isn't  available  to  farmers. 
We  have  some  difficulties  that  I  know  are  going  to  be  encountered, 
and  we  all  realize  that  in  moving  away  from  or  attempting  to  move 
away  from  a  disaster  benefit  program  to  a  subsidized  insurance 
program. 

Let  me  ask  you  this  question,  Tommy  Willis,  first:  Do  you  have 
any  suggestions  to  make  as  to  how  we  offer  or  make  available  that 
kind  of  disaster  assistance  protection  that  we  know  may  be  needed 
and  at  the  same  time  phase  in  a  crop  insurance  program,  or  should 
we  just  abandon  the  crop  insurance  scheme  completely? 

Mr.  Willis.  I  support  the  crop  insurance  concept.  I  think  it's 
a  very  good  concept.  Right  now  with  the  problems  we  have  with  just 
the  mechanics  of  it,  we  probably  need  to  have  a  continuation  of 
another  year  of  the  disaster  program  to  SCS,  until  we  could  get 
the  crop  insurance  worked  out  mechanically,  you  know,  where  it 
would  function  as  it  is.  My  major  concern  right  now,  I've  mentioned 
very  briefly  on,  we  have  a  loan  rate  less  than  the  insured  rate.  We 
need  a  loan  rate  higher  than  the  insured  rate,  the  reason  being  as  I 
stated:  So  long  as  the  loan  rate  is  less  than  the  insured  rate,  the 
incentive  is  not  to  produce.  If  we  do  the  reverse,  get  the  loan  rate 
higher,  then  the  incentive  would  be  to  produce.  I  know  that  anytime 


going  to  be  abused.  The  way  we're  set  up  right  now,  it  is  very  i 
to  people,  more  so  than  it  should  be.  And  I  know  that  in  my  area 
ana  I  believe  in  Mississippi  and  Arkansas,  too,  we  will  have  farmers 
probably  this  year  who  will  really  abuse  the  program  and  damage 
it  severely,  and  I'd  hate  to  see  the  program  just  get  killed  before 
it  gets  started. 
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Senator  Cochran.  We  appreciate  those  thoughts.  What  is  your 
reaction  to  that,  Mr.  Helms? 

Mr.  Helms.  Well,  I  would  agree  to  the  point  that  I  think  we  have 
a  program  that  has  had  a  lot  of  abuse  and  probably  mil  continue. 
However,  I  have  a  feeling  that  any  type  of  insurance  program,  of 
course,  we  do  have  Federal  crop  insurance  now,  but  the  type  of 

Erogram  that  is  being  talked  about,  I  think,  will  be  a  real  administrative 
eadache.  I  think  that  I  would  prefer  a  little  more  simplicity,  and 
I  think  something  like  we  have  is  probably  a  little  more  simple 
program  and  I  think  a  little  easier  to  administer  even  though  it 
can  be  abused. 
Senator  Cochran.  Bobby  Miller? 

Mr.  Miller.  Well,  I  highly  favor  Federal  crop  insurance.  I'd 
rather  see  less  Government  involvement  in  the  whole  cotton  program, 
I  think,  as  Mr.  Helms  mentioned.  The  coverage  that  you  get  from 
Federal  crop  insurance,  I  think,  is  too  small  for  the  price  we  have  to 
pay  for  it.  Now  if  they  would  take  these — our  yields,  the  actuarial 
people,  and  take  our  yields  and,  say,  on  the  last  3-year  average  of 
our  projected  yields  and  then  pay — offer  us  coverage  75  percent  of  our 

O'ected  yield  at  a  good  price,  I  feel  like  that  that  would  make  the 
eral  crop  insurance  more  attractive.  Right  now  there  are  too  many 
discrepancies  and  too  many — not  many  loopholes  but  there  are  some 
loopholes  that  you're  probably  aware  of  that's  going  to  be  showing 
up  later  on.  The  agents  are  not — they're  not  informed  as  to  how — actu- 
ally, they  just  don't  know  how  to  sell  the  insurance.  Now,  I  hate  to  see 
A»CS  take  the  brunt  of  this  first  year  if  we  were  to  have  a  disaster, 
because  I  see  advertisements  to  go  by  your  ASCS  office  and  they'll 
explain  the  Federal  crop  insurance  to  you  when  most  ASCS  offices 
don't  have  that  information.  Now,  these  pilot  counties,  particularly 
Leflore  County,  they  are  very  knowledgeable  of  this,  and  as  I  stated 
in  my  statement,  I  believe  that  ASCS  can  administer  this  program 
fully  because  the  insurance  agents  are  coming  to  the  ASCS  office  for 
all  their  information  to  start  with.  All  our  records  are  there,  and  I 
just  feel  like  that  ASCS  working  with  FCI  could  make  this  a  working, 
a  good  program. 

Senator  Cochran.  I  appreciate  having  those  thoughts.  Congress- 
man Jones,  do  you  have  any  questions  of  these  witnesses? 

Mr.  Jones.  Thank  you,  Senator.  This  has  been  a  very  interesting 
discussion,  especially  involved  around  the  Federal  crop  insurance, 
but  I'm  not  going  to  elaborate  on  that  part  of  it.  I  have  a  question, 
Tommy,  for  you. 

You  do  not  seem  to  really  approve  of  the  direction  that  we're  writing 
the  farm  bills,  I  mean  I  gather  that  from  you.  In  other  words,  I  think 
you  were  inferring  that  there's  a  little  bit  more  consumerism  benefit 
than  there  is  the  farmerism.  And  one  of  my  questions,  I  want  you  to 
elaborate  on  that  if  you  don't  mind,  but  really,  the  crux  of  my  question 
is,  do  you  feel  that  because  of  the  confusion  that  we  have  every  time 
you  change  administrations,  you've  got  a  big  job  to  do,  reeducating 
a  good  many  Members  of  Congress  as  well  as  the  administration  itself, 
arc  you  trying  to  tell  us  that  we  ought  to  do  a  simple  extension  of  the 
present  1977  farm  bill  for  another  year  and  then  get  down  to  business 
and  write  a  new  farm  bill? 

Mr.  Willis.  Yes,  sir,  that's  exactly  what  I  think  Mr.  Jones.  With 
the  turmoil  we're  in  right  now  and  I  do  not  feel  like  the  atmosphere, 
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Now,  every  one  of  you  mentioned  something  about  ASCS,  and 
I  am  very  close  to  that  agency.  I  think  an  awful  lot  of  the  Agricultural. 
Stabilization,  and  Conservation  Committees,  and  was  chairman  01 
the  State  committee  here  in  Tennessee  for  8  years,  but  we  had  some 
problems  with  ASCS,  and  they  did  not  respond  to  our  needs  when 
we  were  trying  to  write  this  bill,  and  had  we  had  the  cooperation 
from  ASCS  that  we  should  have  had,  they  would  have  had  a  lot  more 
to  do  with  this  bill  now  than  they  do  have.  Now,  what  we  are  trying 
to  get  the  administration  to  do  now — and  I  believe  the  new  man  is 
in  place  down  there  now,  Thad,  I  don't  know  whether  he  has  been 
confirmed  or  not,  but  he  arrived,  I  think,  last  week  or  week  before 
last,  is  that  we  can  get  these  yields  where  they  ought  to  be. 

They  tell  me  in  some  counties  that  we've  got  the  yield  right,  that 
they're  up  to  date.  A  year  ago  they  said  they  weren't  up  to  date,  so 
I  don't  know  whether  they're  up  to  date  or  not.  But  anyway,  we're 
going  to  prevail  on  them  to  do  that  and  put  this  information  that 
we  have  in  the  hands  of  the  actuarial  people  where  we  can  give  a 
farmer  actually  what  he  deserves  as  far  as  insurance  is  concerned. 
Thank  you,  sir. 

Senator  Cochran.  Thank  you,  Congressman.  And  again,  let  me 
thank  each  one  of  you  for  helping  us  by  being  here  and  testifying, 
presenting  your  thoughts  on  the  cotton  section  of  the  farm  bill.  Thank 
you  very  much. 

Mr.  Jones.  Senator  Cochran,  I'm  Egbert  Jones  from  Holly  Springs, 
Miss.,  and  I've  been  wondering  how  may  I  qualify  to  testify  before 
this  committee? 

Senator  Cochran.  We  have  a  schedule  of  witnesses  which  we  had  to 
makeup  in  advance  in  order  to  have  an  orderly  hearing,  which  we 
intend  to  have.  And  at  the  conclusion  of  the  hearing  today  we  will 
ask  if  anybody  does  have  a  statement  they  will  make,  and  if  we  have 
time  for  it,  we  will  hear  from  you.  If  we  don't  we  will  ask  you  to  submit 
it  in  writing,  and  it  will  be  a  part  of  this  hearing  record  just  as  if  you 
had  testified  verbally  from  the  witness  stand.  Thank  you  very  much. 

I  would  also  like  to  recognize  at  this  time  the  fact  that  Senator 
David  Pryor's  office  is  represented  here  today.  John  Tull  is  here 
representing  David  Pry  or.  He  had  hoped  to  be  here  himself  personally 
and  asked  me  to  extend  to  each  of  you  his  good  wishes.  # 

We  now  have  a  panel  that  is  going  to  testify  on  the  rice  section  of 
the  bill.  We  would  ask  each  of  you  to  come  forward  at  this  time: 
Bill  Lehrer,  chairman  of  the  Five-State  Producers'  Legislative  Group 
of  Garwood,  Tex.,  Donald  Beverly,  who  is  president  of  the  Rice 
Growers  Association  of  Mississippi  from  Clarksdale,  Miss.,  Romeo 
Short,  who  is  a  rice  producer  from  Brinkley,  Ark.  Our  first  witness 
of  the  rice  panel  wall  be  Bill  Lehrer. 

STATEMENT  OF  BILL  LEHRER,  CHAIRMAN,  FIVE-STATE 
PRODUCERS'  LEGISLATIVE  GROUP,  GARWOOD,  TEX. 

Mr.  Lehrer.  Thank  you,  Senator.  I  am  William  N.  Lehrer,  a  rice 
producer  from  Garwood,  Tex.,  and  a  member  of  the  board  of  directors 
of  American  Rice,  Inc.,  a  Texas-based  agricultural  marketing  co- 
operative. Since  March  of  1980,  I  have  served  as  chairman  of  an  ad 
hoc  committee  entitled  "The  Five-State  Rice  Producers'  Legislative 
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In  a  typical  year,  however,  only  one-third  of  our  production  wiD  be 
lifted  domestically:  the  rest  will  be  exported.  Most  of  those  eiputto 
are  into  commercial  cash  markets.  Obviously  the  continued  export  of 
two-thirds  of  our  production  is  very  important  to  us.  It  is  fundamental 
to  our  industry  and  it  is  our  hope  for  the  future. 

Having  said  that,  I  would  hasten  to  add  that  exports  are  also  our 
greatest  uncertainty.  Only  5 percent  of  world  rice  production  mores  in 
world  rice  trade.  \V"hile  the  Lnited  States  accounts  for  about  2  percent 
of  the  rice  production  in  the  world,  we  have  in  recent  years  accounted 
for  some  20  to  24  percent  of  the  world  trade  in  rice,  often  as  the 
world's  largest  exporter.  With  such  a  small  percentage  of  the  total 
world  production  moving  in  world  trade,  export  market  prices  are 
very  sensitive  to  relatively  minor  changes  in  world  production. 
U.S.  production  being  only  2  percent  of  world  production,  the  U.S. 
producer  has  little  impact  on  export  prices. 

Additionally,  over  the  years  through  no  fault  of  our  own,  we  have 
Been  the  loss  of  large  export  markets  such  as  Cuba  and  Iran.  We  have 
hail  to  absorb  and  overcome  these  losses.  This  year  we  have  seen 
Japan  attempt  to  seriously  disrupt  our  Korean  market.  Further,  our 
rice  is  exported  into  a  most  heavily  protected  world  market.  Such 
things  as  state  trading  practices,  variable  import  levies,  tariffs, 
quotas,  bilateral  agreements  and  both  export  and  import  subsidies 
are  commonplace  obstacles  in  the  world  rice  market.  These  restrictions 
seriouflljr  hamper  our  ability  to  compete  in  these  markets. 

Additionally,  the  various  restrictions  are  subject  to  sudden,  drastic, 
and  often  unpredictable  change,  thereby  adding  almost  intolerable 
risks.  And  now  within  our  own  country,  there  seems  to  be  more 
interest  in  using  food  exports  as  a  foreign  policy  lever,  adding  still 
another  element  of  uncertainty  to  the  stability  and  growth  potential 
of  rice  exports. 

Rice  is  an  energy  intensive  crop  to  produce.  Consequently,  our 
cost  of  production  has  increased  drastically.  My  fuel  cost  has  gone 
up  150  percent  since  1977,  water  costs  up  60  percent,  nitrogen  fer- 
tilizer up  69  percent,  labor  up  57  percent,  the  cost  of  a  combine 
up  Q.'{  percent. 

During  the  past  14  months  our  group  reviewed  the  past  and  looked 
to  the  future  in  developing  recommendations  for  the  1981  farm  bill. 
Wo  are  market  oriented.  We  do  not  want  the  Government  as  an 
alternate  market  for  our  product.  We  do  not  feel  that  we  can  expect 
Government  support  to  be  at  levels  that  will  guarantee  each  producer 
a  profit  year  in  and  year  out.  We  do  feel  that  we  need  a  program 
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that  would  prevent  financial  disaster  for  large  numbers  of  producers 
in  times  of  unusual  and  unpredictable  adversity. 

We  concluded  that  our  current  target  price  program  has  worked 
well  for  the  rice  industry.  It  has  allowed  our  product  to  move  com* 
petitively  into  expanding  markets  and  not  pile  up  in  storage  bins 
to  depress  prices  for  coming  years.  At  the  same  time  it  has  given 
reasonable  mcome  protection  to  producers  when  needed.  It  has 
been  more  economical  to  Government  and  therefore  the  American 
people  than  have  high  price  support  programs.  We  therefore  recom- 
mend that  a  similar  target  price  program  with  some  refining  be 
enacted  for  rice  in  the  1981  farm  bill.  A  complete  set  of  our  recom- 
mendations was  entered  into  the  testimony  before  your  committee, 
Senator,  in  Washington,  so  I  will  not  repeat  them.  Senate  bill  002 
encompasses  most  of  the  changes  we  recommend,  and  we  thank 
you  for  including  them. 

We  do,  however,  strongly  urge  that  the  formula  for  arriving  at 
target  price  be  one  that  more  closely  reflects  change  in  the  cost  of 
production.  Cost  of  production  adjustment  to  target  price  should  be 
on  a  per  acre  basis  rather  than  a  per  unit  basis.  The  total  cost  of 
production  to  a  producer  per  acre  is  virtually  the  same  regardless  of 
whether  his  yield  is  high  or  low. 

We  strongly  favor  a  formula  for  target  price  based  on  cost  of  pro- 
duction per  acre  for  the  past  year,  the  current  year,  and  projected 
cost  for  the  coming  year  in  which  the  target  price  would  be  applicable. 
The  use  of  projected  cost  concerned  some  of  us,  but  it  has  been  ascer- 
tained that  the  USD  A,  as  a  matter  of  routine,  makes  such  projections 
for  use  in  budget  projections,  farm  income  projections,  and  for  other 
uses  both  in  the  USD  A  and  other  agencies. 

We,  too,  are  concerned  about  getting  target  and  loan  too  high.  We 
fully  expect  that  the  present  administration  will  be  successful  in 
curbing  the  current  rates  of  high  inflation,  which  will  moderate  the 
increases  in  our  cost  of  production.  The  formula  for  target  price  in 
Senate  bill  902  will  not  reflect  this  curbing  of  inflation  as  quickly  as 
our  recommended  formula  and  may  result  in  target  prices  and  loans 
that  are  too  high  at  that  time.  Our  formula  based  on  projected  cost 
will  more  closely  reflect  current  cost  regardless  of  inflation  trends.  a 

Further,  we  are  in  agreement  that  the  acreage  limitation  authority 
as  provided  in  Senate  bill  902  provided  that  in  establishing  the  acreage 
base,  the  discretionary  authority  to  choose  between  the  preceding 
year's  average  or  the  average  acreage  of  the  preceding  2  years  is 
exercised  by  the  Secretary  on  a  nationwide  basis  and  not  left  as  a 
choice  of  individual  producers. 

All  of  us  are  aware  of  the  various  proposals  to  eliminate  target 

f)rices  and  deficiency  payments.  This  would  leave  a  program  based  on 
oan  for  support  to  the  farmer  and  voluntary  paid  acreage  diversion 
as  an  acreage  limitation  tool. 

We  believe  such  proposals  to  be  "penny  wise  and  pound  foolish." 
To  be  effective  for  the  producer,  loan  would  have  to  be  at  a  level 
that  would  at  times  bring  about  large  CCC  takeovers.  This  would  be 
very  costly  to  the  Government,  disruptive  to  our  export  markets,  and 
disastrous  for  all.  Voluntary  paid  land  diversion  by  itself  coupled  with 
a  loan  program  is  paying  a  producer  for  not  producing.  Farmers  do 
not  like  to  be  paid  for  not  producing.  Further,  we  do  not  think  public 
opinion  will  allow  this. 
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In  summary,  Mr.  Chairman,  we  feel  that  Senate  bill  902,  with  the 
change  we  are  recommending  if  enacted  into  law,  will  create  a  rice 
program  that  is  equitable  to  all  rice  producers,  to  Government,  and 
to  consumers.  It  will  be  a  program  with  its  minimum  price  and  in- 
come support  to  producers  that  wall  allow  increased  production  but 
will  not  encourage  excess  production.  It  will  also  concurrently  provide, 
by  use  of  the  national  program  acreage  and  the  acreage  limitation 
authority  in  the  bill,  better  control  of  Government  budget  exposure 
than  does  our  present  legislation. 

I  would  like  to  thank  you  for  the  opportunity  to  appear  before  you 
today  and  express  the  views  of  our  group,  and  we  would  be  happy  to 
try  to  answer  any  questions  that  you  might  have. 

Senator  Cochran.  Thank  you  very  much,  Mr.  Lehrer.  We  will 
have  some  questions,  but  I  think  we  will  wait  until  each  member  of 
the  panel  has  concluded  his  statement  and  we'll  ask  questions  at 
that  time. 

I'd  like  to  now  ask  Donald  Beverly,  who  is  president  of  the  Mis- 
sissippi Rice  Growers  Association,  to  make  whatever  comments  he 
would  like  to  at  this  time. 

STATEMENT  OF  DONALD  BEVERLY,  PRESIDENT,  MISSISSIPPI  BICE 
GROWERS  ASSOCIATION,  CLARKSDALE,  MISS. 

Mr.  Beverly.  Thank  you,  Senator  Cochran,  Congressman  Jones. 
I  am  Donald  Beverly,  a  farmer  from  Clarksdale,  Miss.,  where  I 

froduce  rice,  soybeans,  and  wheat  in  Bolivar  and  Coahoma  Counties, 
am  serving  as  chairman  of  the  Mississippi  Farm  Bureau  Rice 
Division  and  president  of  the  Rice  Growers  Association  of  Mississippi. 
I  appreciate  this  opportunity  to  present  my  views  on  the  areas  of 
concern  I  have  pertaining  to  the  rice  title  in  the  1981  omnibus  farm 
bill. 

The  past  year  has  been  spent  ascertaining  what  producers  feel 
should  be  included  for  rice  in  the  legislation.  I  have  been  a  member 
of  the  Five-State  Rice  Producers'  Legislative  Group  representing  the 
Mississippi  Farm  Bureau  and  Rice  Growers  Association  of  Mis- 
sissippi. I  am  in  agreement  with  Mr.  Lehrer's  testimony  and  urce 
}rou  to  incorporate  the  concepts  of  the  industry's  efforts  into  the 
egislation  you  are  now  considering  introducing. 

From  the  viewpoint  of  a  producer  in  Mississippi,  I  would  like  to 
review  rice  production  as  it  presently  exists  anu  what  the  future 
could  hold  for  rice  production  in  our  State.  Rice  acreage  in  Missis- 
sippi has  grown  from  approximately  50,000  acres  when  allotments 
and  acreage  controls  with  high  support  levels  were  the  major  feature 
of  the  rice  program,  to  a  projection  for  1981  of  300,000  acres.  The 
potential  for  nee  production  is  almost  unlimited  because  suitable 
land  and  water,  two  essentials,  are  present  and  plentiful  in  the  delta 
area  of  Mississippi.  Rice  acreage  has  expanded  in  Mississippi  from 
these  50,000  acres  in  1974,  each  year  at  a  rate  in  proportion  to  the 
need  for  increased  rice  production  and  as  marketing  and  milling 
facilities  were  constructed.  Excessive  rice  expansion  in  Mississippi 
has  caused  some  concern  in  traditional  rice  growing  areas,  but  these 
fears  have  been  allayed,  at  least  to  some  extent,  as  producers  in  these 
areas  have  looked  at  the  orderly  expansion  of  the  past  6  years.  Prof- 
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itability  of  competing  crops  for  the  land  space,  the  need  for  crop 
rotation  for  rice,  the  initial  and  continuing  cost  of  production  ana 
these  are  increasing,  and  the  profitability  of  rice  will  determine  how 
fast  rice  acreage  is  increased. 

Major  areas  that  I  think  should  be  considered  in  rice  legislation 
that  I  would  like  to  emphasize  are: 

No.  1,  all  producers  that  comply  with  the  program  provision  should 
be  eligible  for  program  benefits. 

No.  2,  to  maintain  a  ratio  that  reflects  the  increasing  cost  producers 
are  facing,  the  target  price  formula  should  be  updated  to  include  the 
cost  of  production  projections  for  the  year  in  which  the  target  price 
will  be  applicable  and  the  immediately  preceding  year's  actual  cost. 

No.  3,  tne  loan  rates  should  continue  to  be  established  to  maintain 
the  same  ratio  to  the  target  price  as  in  the  present  legislation  with 
the  minimum  loan  set  at  $8  per  hundredweight,  which  is  the  approxi- 
mate credit  loan  rate  for  1981.  There  is  no  established  spot  market 
price  for  rice  in  the  United  States.  Some  suggest  that  the  loan  be 
tied  to  a  specific  market  price,  but  there  is  none  at  this  time.  A  for- 
mula for  establishing  the  loan  tied  to  a  market  price  is  not  feasible, 
therefore.  When  the  riew  Orleans  Commodity  Exchange  was  recently 
opened  about  a  week  ago,  has  had  trading  in  rice  long  enough  to 
establish  it  being  a  market  price  for  rice,  we  can  think  about  and 
we  believe  it  would  be  advisable  to  establish  a  loan  tied  to  market 
price  in  another  farm  bill.  The  target-loan  ratio  has  worked  well  in 
the  last  4  years,  keeping  the  loan  at  a  level  where  it  could  be  used  as 
a  marketing  tool  but  certainly  not  high  enough  to  cause  farmers  to 
produce  rice  for  the  loan. 

No.  4,  we  express  opposition  to  the  normal  crop  acreage  concept. 
NCA  doesn't  effectively  control  surplus  production  of  a  commodity 
but  could  be  used  to  limit  the  producer's  ability  to  bring  land  into 
production  and  to  limit  his  freedom  to  alternate  crops  as  the  op- 
portunities present  themselves. 

No.  5,  we  favor  the  Secretary  having  authority  to  authorize  an 
acreage  reduction  from  the  previous  year's  rice  acreage  when  it  is 
determined  there  is  a  burdensome  surplus  of  rice  or  at  nis  discretion 
limit  acreage  to  the  average  of  the  2  preceding  years.  Authority 
for  a  paid  diversion  should  be  provided. 

I  realize  rice  producers  are  asking  for  some  specific  things  in  this 
legislation  in  the  rice  title  that  may  not  be  consistent  with  other  titles 
in  the  farm  bill,  but  I  think  you  will  agree  that  there  is  much  that  is 
unique  about  rice.  Producers  have  moved  a  long  way  from  the  strict 
acreage  control  and  high  loan  levels  of  the  past  to  the  present.  I 
feel  that  the  points  mentioned,  if  incorporated  in  this  legislation,  will 
provide  a  good  transition  period  toward  an  even  more  market-ori- 
ented rice  program.  Many  of  the  concepts  mentioned  here  today 
that  might  be  incorporated  in  this  legislation  but  are  an  expansion 
and  an  update  of  programs  presently  in  effect  and  that  these  have, 
we  believe,  served  the  rice  industry  well  and  at  a  minimum  cost  to 
the  U.S.  Treasury.  One  completely  new  approach  by  rice  producers 
in  these  recommendations  we  would  like  to  point  out  is  the  fact  that 
we  have  moved  away  from  and  encouraged  the  complete  abolition 
of  the  strict  acreage  controls  that  we've  been  operating  under,  leaving 
the  law  to  include  all  producers  eligible  for  further  benefits  upon 
compliance. 
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I  would  like  to  thank  you  for  this  opportunity  to  appear  and  pre- 
sent this  statement.  I  appreciate  your  interest  and  your  consideration 
of  what  is  most  beneficial  to  the  total  rice  industry  in  the  United 
States  and  further  appreciate  vour  coming  to  Memphis  to  hold  this 
field  hearing  to  make  it  more  feasible  for  us  as  producers  during  this 
busy  time  to  attend  and  present  our  views.  Thank  you. 

Senator  Cochran.  Thank  you  very  much,  Mr.  Beverly.  I  know 
this  is  a  difficult  time  for  many  who  are  trying  to  get  some  work 
done  in  the  fields  to  take  off  and  come  up  here  and  be  available  for 
us  to  discuss  this  farm  legislation.  For  that  reason,  I'm  all  the  more 
appreciative  for  all  of  you  who  have  taken  the  time  to  come  here 
tooay. 

Now,  we'll  hear  from  Romeo  Short,  who  is  a  rice  producer  from 
Brinkley,  Ark.  Mr.  Short. 

STATEMENT  07  K0ME0  SHOKT,  BICE  PBODUCEB,  BTtTHKLKY,  ABE. 

Mr.  Short.  Senatoi  Cochran,  we  appreciate  very  much  the  op- 
portunity to  be  here.  Congressman  Jones,  it  has  been  our  privilege 
to  know  you  for  a  number  of  years  and  work  with  you.  It  hasn't 
been  pointed  out  today  and  I  think  it  should  be  that  in  expressing 
our  appreciation  that  you  are  bringing  to  us,  both  of  you  gentlemen 
today,  both  a  bipartisan  platform  as  well  as  a  meshing  of  both  Houses 
of  Congress  to  hear  our  problems — and  our  suggestions  and  our  com- 
ments. 

And  for  the  record,  I'm  Maury  Short,  Jr.,  from  Brinkley,  Ark. 
I'm  a  rice  and  soybean  farmer.  I  currently  serve  as  chairman  of  the 
board  of  Riceland  Foods.  My  comments  will  be  very  brief. 

We  merely  want  to  express  our  endorsement  of  the  testimony  just 
presented  now  and  in  W  ashington  by  Mr.  Lehrer  in  the  concept  of 
the  Five-State  Committee  and  work  that's  been  done  there.  We  would 
like  to  make  a  comment  or  two  relative  to  the  work  done  by  the  Five- 
State  Committee  and  go  back  over  a  little  bit  of  period  of  time  as  to 
the  development  of  new  rice  legislation  in  1975.  We  had  a  1975  act 
and  we  had  a  1977  act  that  really,  Senator,  and  Mr.  Jones,  were 
transition  pieces  of  legislation.  They  gave  new  producers  an  oppor- 
tunity to  grow  rice  for  the  first  time  and  brought  them  into  the  pro- 
duction and  the  marketing  scene  in  an  orderly  manner,  and  the  time 
has  come  to  embrace  our  brothers  now,  both  the  old  and  the  new, 
and  everybody  be  working  partners  in  a  rice  program.  We  think  that 
what  has  been  offered  here  and  we  think  that  your  bill  S.  902  sub- 
stantially does  that,  and  we  heartily  endorse  them. 

We  would  say  that  for  emphasis  that  with  the  conversations  that 
have  gone  on  in  Washington  and  some  of  the  oppositions  expressed 
relative  to  target  prices,  we  think  it's  been  good  legislation  for  rice. 
We  think  that  it  should  be  maintained  and  that  we  should  not  lose 
sight  of  what  target  does,  and  we  in  our  testimony  sometimes  use  the 
term  "income  support,"  and  I  would  remind  you  that  target  as  pro- 
jected for  the  1981  crop  does  not  mean  income.  It  simply  means  in 
the  case  of  a  marketing  disaster,  the  farmer  might  be  able  to  recover 
about  his  production  costs.  So  really  I  think  there  are  two  disasters 
in  agriculture:  One  is  a  production  disaster,  and  the  other  one  is  a 
marketing  one.  And  so  nobody  is  going  to  reap  any  kind  of  a  windfall 
profit  from  the  target  price  concept. 
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The  other  thing  that  we  would  make  note  of  is  that  in  our  pr 

tation,  there's  an  effective  method  of  production  control  should  pro- 
duction get  out  of  hand.  We  think  set-aside  is  a  very  viable  way  of 
doing  that,  and  it's  very  little  cost,  if  any,  to  the  Federal  Government. 
and  we  heartily  endorse  a  stringent  method,  if  necessary,  to  control 
production. 

We  thank  you  very  much  again  and  would  be  happy  to  answer  any 
questions  that  you  might  have. 

Senator  Cochran.  Thank  you  very  much,  Mr.  Short,  for  the  state- 
ment and  the  sentiments  that  you  expressed.  We  appreciate  the  kind 
comments  that  have  been  made  by  each  witness  about  S.  902.  We 
think  that  you're  absolutely  right  in  that  we  are  now  reaching  the 
culmination  or  the  end  of  the  road  here  in  the  period  of  transition 
that  you  mentioned,  almost  like  deregulating  the  rice-growing  indus- 
try. I  guess  we  could  use  the  term  that's  in  common  usage  in  Wash- 
ington right  now,  but  it  is  a  transition,  I  think,  that  is  oeing  made 
in  a  way  that  will  simply  create  more  productive  capacity.  We  hope 
will  establish  the  United  States  as  a  major  rice  producer,  although  we 
still  are  a  small  part  of  the  overall  picture  in  rice,  as  pointed  out  so 
capably  in  Bill  Lehrer's  statement.  We  are  becoming  more  of  a  factor 
in  rice  production  and  trade  in  the  world. 

I  notice  that  nobody  really  mentioned  specifically  the  role  the 
Government  ought  to  be  playing  in  helping  expand  and  develop  our 
export  markets.  The  Public  Law  480  program,  of  course,  is  in  this 
farm  bill,  and  we  know  that  it  plays  a  very  important  role  in  the 
marketing  of  rice,  helping  develop  new  markets  and  expand  old 
markets.  We  hope  that  can  continue  at  an  appropriate  level,  whatever 
we  can  develop  as  a  consensus  in  the  Congress  to  help  sell  these 
products  overseas.  We  don't  know  exactly  what  the  committee  is 
going  to  do  with  the  rice  part  of  the  bill,  but  we  hope  that  the  sug- 
gestions that  are  being  made  in  the  title  of  S.  902  will  De  acceptable  to 
the  majority  of  the  members  of  both  the  Senate  and  the  House 
committees.  Having  the  benefit  of  your  statements,  I  think,  will 
help  us  in  that  respect  quite  a  bit,  so  for  that  reason,  we  appreciate 
your  being  here  and  your  statements. 

Congressman  Jones,  do  you  have  any  questions  of  this  panel? 

Mr.  Jones.  Really,  I  have  no  questions.  I  only  have  one  rice 
producer  in  Tennessee. 

Senator  Cochran.  That's  good. 

Mr.  Jones.  I  am  just  as  interested  in  the  rice  production  and  in  the 
problems  that  have  been  presented  from  time  to  time  and  have  tried 
to  work  with  the  rice  people  in  every  way  possible.  And  I  do  sincerely 
appreciate  the  statements  that  you  gentlemen  have  already  made 
aoout  what  the  Senator  and  I  are  trying  to  do  and  what  we've  been 
trying  to  do  all  along,  and  we'll  keep  on  doing  that.  I  think  that  you 
of  the  rice  industry  ought  to  be  congratulated  an  awful  lot  for  the 
forward  movement  that  you've  made  with  the  industry.  You  have 
moved  a  long,  long  way  from  the  beginning.  I  quite  well  remember 
when  Romeo's  father  came  to  Arkansas  from  up  in  Iowa  and  was  one  of 
the  big  fishers  of  the  rice  industry  back  years  and  years  ago,  and  I  do 
know  that  it  means  a  lot  to  the  overall  industry  of  this  country, 
although  it's  not  a  big  export  item  yet.  It  can  be  and  it  might  be 
before  it's  over  with,  and  it's  a  commodity  that  just  seems  to  catch  on. 
And  you  people  deserve  a  lot  of  compliments  for  the  very  splendid 
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>>b  :?.**.  jvi'r*  done  \tA  y«w  sore  have  been  easy  to  work  with. 
Thank  7'/;. 

■*Ti*v>r  Ox/hra*.  Onu  item  of  controversy  that'*  developed  the 

year  ia  *hat  r/>  pnf  in  the  place  of  target  price?  if  target  price?  ue 
abandor.*/:.  .Some  have  *aid  that  we  should  consider  farmer-held 
reserve*  for  =*>ybean>,  r.re,  and  cotton-  I  don't  even  think  I  have  to 
a*k  the  question,  because  I  don't  believe  yoa  all  are  in  favor  of  that, 
are  vou.  Bill? 

\fr,  Lehrer.  No,  Senator,  we  are  not  in  favor  of  substituting 
reaerve*.  We  have  been  meeting  a*  a  group  for  14  months.  We  have 
tried  to  look  at  the  rioe  legislation  in  every  way.  As  far  as  the  reserve 
program,  we  don't  think  that  it  will  work  effectivelv  in  rice.  Sow,  if 
it's  in  the  bill  for  other  crop*,  we  would  like  it  in  there  for  rice,  too, 
but  an  an  effective  tool  in  the  absence  of  target  price,  storing:  rice 
away  from  the  proce^ing  area  where  it's  grown  and  processed,  is  a 
costly  and  impractical  thing  to  do.  Within  the  area,  we  do  not  have 
storage  capacity  to  hold  large  amounts  in  reserve.  We  need  to  clear 
our  bin*  and  make  ready  for  the  new  crop  coming  in.  So  we  see  it  as 
an  ineffective  tool,  particularly  in  replacing  target. 

Mr.  Bevkrlt.  Tnis  storage  away  from  the  area  of  production  and 
processing,  an  Bill  mentioned,  is  caused  by  the  uniqueness  of  rice,  in 
that  it  has  to  be  dried  with  special  equipment.  Therefore,  storage  and 
handling  equipment  on  the  farm  or  in  the  area  is  too  expensive  to 
build  and  construct  for  this  purpose.  Mentioning  the  Public  Law  480, 
naturally  we're  extremely  interested  in  export  markets  and  expansion 
of  export  markets  whether  it  be  Public  Law  480  or  commercial  markets 
or  whatever  means.  And  along  with  the  target  price  and  other  means 
of  support  in  the  case  of  embargoes  or  other  tools  that  might  be  used, 
and  l  think  most  everyone  should  be  or  hopefully  they're  aware  that 
rice  is  such  an  important  food  crop  in  the  world  and  the  areas  where 
it  is  consumed  most  greatly  is  one  of  the  areas  of  the  world  that  seems 
to  always  have  an  upheaval  of  some  sort  going  on,  and  our  State 
Department  enters  into  the  picture  there,  so  we  feel  like  that  target 
prices  is  an  effective  way  of  giving  us  some  protection  from  the  actions 
that  sometimes  happen  that  we  don't  have  any  other  control  over. 

Senator  Cochran.  Thank  you  very  much.  Again,  let  me  thank  each 
of  you  for  being  here.  I  think  the  statements  that  you  made  will  be 
very  helpful  to  us  as  we  go  about  completing  the  work  on  this  farm 
bill.  Thank  you  so  much. 

Mr.  Lehrer.  Senator,  if  I  may 

Senator  Cochran.  Sure. 

Mr.  Lehrer  [continuing].  I'd  like  to  make  one  comment  on  Public 
Law  480. 

Senator  Cochran.  Please  do. 

Mr.  Lehrer.  We  understand  that  the  budget  is  going  to  be  cut,  the 
total  Public  Law  480  budget. 

Senator  Cochran.  That's  the  recommendation. 

Mr.  Lehrer.  That's  the  recommendation,  yes,  sir.  We  understand 
that  in  the  budget  cutting  process  that  we  must  all  share  our  propor- 
tionate share.  But  further  we  understand  that  in  the  recommended 
reduction,  that  rice  is  taking  a  disproportionate  reduction  vis-a-vis 
so  ic  other  commodities.  If  there's  gcing  to  be  one,  we  don't  mind 
taking  our  share,  but  we  don't  want  to  take  a  disproportionate  share. 
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Senator  Cochran.  All  of  this  hearing  is  mainly  focusing  on  the 
farm  bill  provisions  as  they  relate  to  these  three  main  commodities 
here  that  are  of  such  interest  in  the  Midsouth.  I  can't  ignore  the  fact 
that  I  am  a  member  of  the  Appropriations  Committee  and  chairman 
of  the  Subcommittee  on  Agricultural  Production,  Marketing,  and 
Stabilization  of  Prices  in  the  Senate,  and  we've  been  looking  very 
carefully  at  the  recommendations  of  the  reductions  in  spending  as 
they  relate  to  functions  of  the  Department  of  Agriculture,  and  you 
can  be  assured  that  that  will  be  a  very  carefully  reviewed  recommenda- 
tion. We  won't  approve  that  without  the  most  careful  scrutiny  and 
recognition  of  the  impact  that  that's  going  to  have  on  producers  in 
the  Midsouth.  I  appreciate  your  bringing  that  to  our  attention  right 
now. 

Thank  you  again  so  much  for  being  here.  The  last  panel  will  be 
on  soybeans,  and  we're  very  happy  to  have  a  representative  of  Missouri, 
Jack  Tipton,  a  soybean  producer  from  Caruthersville;  Jim  Ferguson 
from  my  State,  who  is  president  of  our  Soybean  Association  from 
Calhoun  City;  and  from  Tennessee  we  have  the  president  of  the  Ten- 
nessee Soybean  Association,  Robert  Wilson,  from  Arlington,  Tenn. 
We  are  really  honored  to  have  such  high-powered  folks  here  with  us 
this  morning.  We  appreciate  it  and  appreciate  you  all  taking  time 
out  at  this  particular  time  of  the  year. 

We  will  ask  Jack  Tipton  to  start  off,  a  soybean  producer  from 
Caruthersville. 

STATEMENT  OF  JACK  TIPTON,  SOYBEAN  PRODTJCEB, 
CABUTHEBSVILLE,  HO. 

Mr.  Tipton.  Mr.  Chairman  and  Congressman  Jones,  for  the  record, 
I  am  Jack  Tipton,  a  farmer  from  Caruthersville,  Mo.  I  appreciate 
this  opportunity  to  present  the  American  Soybean  Association's 
comments  on  several  issues  of  great  importance  to  U.S.  soybean 
farmers.  I  appear  here  today  as  a  member  of  the  Missouri  Soybean 
Association  and  as  a  member  of  the  board  of  directors  of  the  Ameri- 
can Soybean  Association. 

The  American  Soybean  Association  is  a  national,  nonprofit,  volun- 
teer, farmer-controlled  single-commodity  association  organized  to 
build  profits  for  soybean  farmers.  Soybeans  produced  in  the  United 
States  currently  provide  the  world  with  its  most  economical  source 
of  livestock  and  poultry  protein  feed,  as  well  as  vegetable  oil  and 
edible  protein. 

In  1980  we  exported  over  $9  billion  worth  of  soybeans,  soybean 
meal,  and  soybean  oil.  Every  other  row  of  soybeans  produced  in  the 
United  States  is  sold  overseas.  Soybeans  have  no  target  price.  No 
Federal  funds  are  used  for  deficiency  payments  to  soybean  farmers. 
All  that  soybean  growers  have  traditionally  asked  of  the  Federal 
Government  is  funding  for  agricultural  research  and  foreign  market 
development  export  promotion. 

Agricultural  research  and  foreign  market  development  represent 
long-term  investments  that  increase  productivity  and  pay  dividends 
to  farmers,  consumers,  the  U.S.  balance  of  trade,  and  the  U.S.  econo- 
my. We  are  living  today  on  yesterday's  investments.  Research  has 
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helped  improve  the  efficiency  of  soybean  production,   processing, 
utilization,  and  handling. 

The  export  promotion  programs  funded  through  your  market 
development  appropriations  have  become  the  model  of  the  world. 
U.S.  soybean  farmers  back  our  commitment  to  research  and  market 
development  with  an  investment  of  our  own  funds.  The  fiscal  year 
1981  soybean  growers  investment  will  be  $1.43  for  every  $1  of  USDA's 
Foreign  Agricultural  Service  provides  for  market  development.  In 
addition  to  this  $5  million  commitment,  U.S.  soybean  growers  will 
invest  more  than  $3  million  in  soybean  research. 

In  the  past  10  years,  soybean  acreage  has  nearly  doubled  from 
42  million  acres  to  70  million  acres.  We  cannot  assume  such  massive 
acreage  switches  in  the  future.  Many  agricultural  economists  say 
world  demand  for  U.S.  soybeans  will  double  in  the  next  9  years. 
We  will  meet  this  world  need  forprotein  only  if  we  jointly  embark 
on  an  aggressive  research  effort.  We  are  not  recommending  new  soy- 
bean research  efforts.  We  are  making  recommendations  in  the  following 
areas  in  the  hope  that  they  will  be  given  top  priority  when  funding 
allocations  are  developed. 

First,  an  increased  emphasis  on  basic  and  applied  soybean  pro- 
duction research.  The  American  Soybean  Association  recommends 
increased  soybean  research  at  Federal  laboratories  and  State  univer- 
sities. Expanded  support  for  basic  research  is  particularly  important 
to  future  soybean  yield  improvements. 

Second,  increased  Smith-Lever  funding  to  assure  that  farmers  will 
continue  to  have  access  to  university  research  and  cooperative  ex- 
tension programs. 

Third,  increased  funding  of  USDA  programs  to  collect,  evaluate, 
maintain,  preserve,  and  distribute  germ  plasm.  The  germ  plasm  base 
soybeans  must  be  expanded  from  new  sources  in  China,  India,  and 
other  nations. 

Fourth,  we  recommend  the  expansion  of  basic  research  efforts  to 
maximize  the  usefulness  of  soy  oil.  In  spite  of  the  demonstrated 
importance  of  our  Nation's  agriculture,  agricultural  research  received 
only  2  percent  or  about  $660  million  of  the  Nation's  more  than  $30 
billion  Federal  research  and  development  budget  in  fiscal  year  1980. 
Soybean  growers  have  demonstrated  their  commitment  to  soybean 
research  by  investing  more  than  $3  million  of  their  own  money.  The 
American  Soybean  Association  urges  Congress  to  make  a  similar 
commitment. 

FOREIGN    MARKET   DEVELOPMENT   NEEDS 

The  joint  market  development  program  between  the  USDA's 
Foreign  Agricultural  Service  and  the  commodity  groups,  such  as 
the  American  Soybean  Association,  demonstrate  how  industry  and 
Government  can  work  together  toward  an  objective  important  to 
the  entire  Nation.  Agricultural  exports  pay  huge  dividends.  They 
create  millions  of  farm  and  nonfarm  jobs.  They  help  us  pay  for  imports. 
Exports  increase  agriculture's  productivity.  They  increase  the  value 
of  the  dollar.  They  generate  tax  revenues  to  the  U.S.  Treasury.  The 
American  Soybean  Association  has  coordinated  Government,  grower, 
and  private  funds  for  more  than  200  market  development  projects 
in  76  countries. 
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We  are  encouraged  by  numerous  success  stories  of  these  market 
development  projects.  Soybean  meal  consumption  in  Germany  has 
doubled  in  the  last  10  years,  during  which  we  have  conducted  feed 
trials.  An  aggressive  soy  oil  promotion  program  has  increased  German 
soy  oil  demand  by  65  percent,  and  soy  oil's  market  share  has  increased 
from  20  to  50  percent.  Soy  oil  consumption  in  Japan  has  increased 
from  6  pounds  per  person  to  26  pounds  per  person.  Korea  limited 
soybean  imports  to  50,000  metric  tons  until  ASA  worked  closely  with 
Korean  oilseed  crushers,  livestock  producers,  and  Government 
officials  to  lift  the  import  restrictions.  Korean  imports  of  U.S.  soybeans 
reached  580,000  metric  tons  in  the  year  1979,  a  dramatic  increase 
since  these  restrictions  were  removed.  The  United  States  spends  far 
less  on  overseas  market  development  than  any  other  exporting  nation. 

Since  USDA  market  development  funding  has  not  kept  pace  with 
either  the  original  program  goal  or  the  grower  export  value,  the 
American  Soybean  Association  proposes  a  new  funding  strategy  for 
export  promotion.  Federal  investment  in  overseas  market  develop- 
ment should  be  allocated  as  a  percentage  of  agriculture's  export 
trade  earnings.  We  recommend  that  in  the  fiscal  year  1982  budget 
that  0.125  percent  of  the  average  annual  U.S.  agricultural  exports 
during  the  preceding  2  years  be  allocated  to  market  development. 

The  soybean  growers  who  have  established  our  policies  do  not  want 
Government  handouts.  We  have  not  asked  for  huge  Federal  outlays 
for  high  price  supports,  target  prices,  reserve  programs,  set-asides, 
or  land  diversion  programs.  We  do  urge  Congress  to  join  with  growers 
in  funding  agricultural  research  and  foreign  market  development, 
both  of  which  have  excellent  records  of  increasing  agricultural  pro- 
ductivity, improving  farm  profits,  keeping  U.S.  food  prices  the  most 
reasonable  in  the  world,  and  helping  our  international  trade  balance. 

Mr.  Chairman,  I  have  placed  on  file  a  lengthy  report  supporting 
in  detail  each  of  the  statements  I  have  made.1  Thank  you  for  this 
opportunity  to  present  our  views. 

Senator  Cochran.  Thank  you  very  much,  Mr.  Tipton,  for  that 
excellent  statement.  We  will  now  call  on  Jim  Ferguson,  president  of 
the  Mississippi  Soybean  Association. 

STATEMENT  OF  JIM  FERGUSON,  PRESIDENT,  MISSISSIPPI  SOYBEAN 
ASSOCIATION,  CALHOUN  CITY,  HISS. 

Mr.  Ferguson.  Senator  Cochran,  Congressman  Jones,  I'm  Jim 
Ferguson,  a  farmer  and  a  country  elevator  operator  from  Calhoun 
City,  Miss.,  where  I  raise  soybeans.  I  am  totally  economically, 
financially  committed  to  soybeans.  That's  my  only  crop;  that's 
all  I  deal  with.  I  appear  here  today  as  a  member  of  the  Mississippi 
Soybean  Association  and  American  Soybean  Association.  We  ap- 
preciate this  opportunity  to  present  our  views  on  provisions  in  packag- 
ing soybeans  and  soybean  products  that  we  would  like  to  see  in 
the  1981  general  farm  bill. 

As  Jack  has  told  you,  the  American  Soybean  Association  and  the 
Mississippi  Soybean  Association  are  nonprofit,  volunteer,  producer- 
controlled,  single-commodity  organizations  organized  to  assure  the 

»  See  p.  348  for  the  prepared  statement  of  Mr.  Tipton. 
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opportunity  for  a  profitable  soybean  industry.  Soybeans  are  America's 
largest  cash  crop,  with  an  estimated  1980  crop  value  in  excess  of 
$15  billion.  Soybeans  and  soybean  products  are  America's  greatest 
foreign  exchange  earners  with  a  combined  export  value  in  excess  of 
$9  billion  for  1980.  The  U.S.  soybean  industry  has  been  one  of  the 
least  federally  supported  commodities.  There  has  never  been  a 
soybean  target  price,  a  federally  financed  soybean  reserve,  or  a 
soybean  set-aside  program.  The  soybean  industry  in  America  has 
evolved  around  the  free  world  market.  The  basic  laws  of  supply 
and  demand,  profit  or  lack  of  profit  from  the  world's  marketplace 
have  been  the  prime  factors  in  affecting  soybean  production.  Free 
market  policies  have  worked  in  the  past,  are  working  today,  and  we 
feel  confident  that  they  will  work  in  the  future. 

The  first  thing  that  we  ask  is  that  title  I  of  the  1981  farm  bill  be 
designated  an  international  title  and  entirely  devoted  to  the  policies 
aimed  at  expanding  world  demand  for  U.S.  agricultural  commodities. 
We  recommend  the  establishment  of  a  revolving  fund  for  Commodity 
Credit  Corporation's  short-term  credits  to  assure  U.S.  agriculture 
of  sufficient  nonsubsidized  export  credit  to  take  advantage  of  foreign 
demand  for  our  commodities.  Many  countries  abroad  want  and 
need  to  buy  our  commodities,  but  they  can  do  so  only  if  we  provide 
them  with  the  credit  that  they  require* 

Second,  we  urge  that  the  Federal  farm  market  development 
fund  be  increased  by  1985  so  that  it  will  equal  two-tenths  of  1  percent 
of  the  annual  agricultural  export  value  during  the  preceding  2  years. 
U.S.  foreign  market  development  funding  has  not  yet  kept  pace 
with  growth  in  exports  or  with  inflation.  This  year's  soybean  growers 
will  spend  more  than  $5  million  of  our  own  money  on  market  develop- 
ment while  we  receive  only  $3.1  million  from  Foreign  Agricultural 
Service.  We  also  urge  Congress  to  place  restrictions  on  the  President's 
authority  to  enter  into  bilateral  supply  and  purchase  agreements 
for  agricultural  commodities  with  other  nations.  All  that  can  result 
is  greater  Federal  intervention  in  the  free  market  and  reduced  income 
for  farmers.  With  respect  to  the  soybean  provisions  on  the  1981 
farm  bill,  we  urge  Congress  to  continue  the  same  type  of  program 
that  we  have  had  in  the  past.  A  separate  title  in  the  farm  bill  and  in 
the  Agricultural  Act  of  1949  should  be  devoted  entirely  to  soybeans. 
Important  as  soybeans  are  in  the  United  States,  a  separate  title 
is  warranted. 

The  Mississippi  Soybean  Association  and  the  American  Soybean 
Association  believe  that  the  soybean  loan  program  should  serve  as 
just  that:  A  source  for  farmer  credit.  We  feel  that  the  loan  rate 
should  be  equal  to  75  percent  of  the  average  Chicago-quoted  cash 
price  for  No.  1  Yellow  soybeans  for  each  of  the  last  5  years,  excluding 
the  high  and  the  low  year.  We  ask  that  the  Secretary  be  prohibited 
from  acquiring  a  set-aside  or  other  production  adjustment  program 
for  soybeans  and  any  other  crop  as  a  condition  for  eligibility  in  the 
soybean  loan  program.  We  oppose  the  granting  of  the  Secretary 
authority  to  offer  a  target  price  for  soybeans.  The  1981  farm  bill 
should  specifically  prohibit  the  Secretary  from  a  soybean  reserve  pro- 
gram or  being  able  to  make  storage  payments  on  soybeans  put  under 
the  loan.  We  ask  that  all  producers  be  eligible  to  place  as  many  soy- 
beans as  they  desire  in  the  loan  program  with  no  restrictions  as  to 
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amount.  We  realize  the  importance  of  conserving  our  natural  toil  and 
water  resources  so  that  we  may  maintain  and  improve  our  productive 
capacity  for  the  future.  Soybean  farmers  are  presently  funding  re- 
search aimed  at  minimizing  their  losses  through  improved  culture 
practices  such  as  no-till  farming.  Strong  Federal  support  of  such 
research  is  needed. 

I  sincerely  thank  you  for  being  able  to  present  this  testimony. 

Senator  Cochran.  Thank  you,  Mr.  Ferguson. 

We  will  now  hear  from  the  head  of  our  Tennessee  Association, 
Robert  Wilson. 

STATEMENT  OF  BOBERT  WILSON,  PRESIDENT,  TENNESSEE 
SOYBEAN  ASSOCIATION,  ARLINGTON, 


Mr.  Wilson.  Senator  Cochran,  Congressman  Jones,  I  am  Robert  G. 
Wilson  from  Arlington,  Tenn.  I  am  a  producer  of  soybeans,  cotton, 
corn,  wheat,  and  feeder  cattle.  I  appear  here  today  as  president  of 
the  Tennessee  Soybean  Association.  I  would  like  to  share  with  you 
some  facts  and  figures  about  the  soybean  industry  in  Tennessee. 

Soybeans  are  grown  on  about  19,000  Tennessee  farms.  This  means 
that  nearly  51,000  Tennesseans  live  on  farms  which  grow  soybeans. 
Acreage  almost  quadrupled  between  1959  and  1969  and  then  doubled 
again  in  1979.  Soybeans  were  harvested  from  2,600,000  acres  in  Ten- 
nessee in  1979,  accounting  for  about  70  percent  of  the  total  row-crop 
acreage  in  the  State.  In  1968  soybean's  share  of  total  cash  receipts 
from  farm  marketing  was  9  percent  with  total  dollars,  $613,630,000, 
and  in  1978,  just  10  years,  it  had  increased  to  22  percent  with  total 
dollars,  $1,625,400,000. 

There  are  about  140  elevators  that  start  soybeans  through  market- 
ing channels,  6  crushing  plants  which  process  50  million  bushels 
each  year,  3  soybean  oil  refining  plants  processing  soybean  oil 
for  use  in  margarine,  salad  oils,  and  cooking  oils  for  human  consump- 
tion, and  more  than  100  feed  manufacturers  using  soybean  meal  as 
the  key  source  of  protein  in  livestock  and  poultry  feeds. 

Tennessee  soybean  producers  have  received  an  average  of  about 
$300  million  annually  over  the  last  3  vears  from  the  sale  of  soybeans. 
Soybeans  have  been  the  leading  cash  crop  in  Tennessee  since  1973 
and  is  expected  to  retain  this  position. 

Nearly  70,000  people  rely  neavily  on  salaries,  wages,  and  profits 
earned  directly  from  soybeans.  Many  others  indirectly  benefit  from 
soybean  production  and  marketing,  including  those  working  in  lend- 
ing institutions,  farm  supply  businesses,  and  transportation  companies. 
The  total  economic  impact  of  soybeans  goes  far  beyond  the  cash 
receipts  level. 

A  Tennessee  research  report  concluded  that  each  dollar  of  final 
demand  for  soybeans  leads  to  an  additional  63  cents  in  economic 
activity.  This  means  that  cash  receipts  of  $360  million  in  1978  gener- 
ated an  additional  $227  million  in  the  Tennessee  economy.  The 
retail  value  of  soybean  products  made  from  soybeans  produced  in 
Tennessee  was  estimated  to  be  $1.4  billion  in  1978.  We  can  easily 
see  the  impact  of  the  soybean  industry  on  the  economy  of  Tennessee. 
We  are  cognizant  of  the  current  status,  but  we  also  envision  an  even 
greater  future  for  this  magic  bean. 
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Representing  the  soybean  producers  of  Tennessee  through  the 
Tennessee  Soybean  Association  which  is  one  of  24  affiliated  State 
associations  comprising  the  American  Soybean  Association,  we 
heartily  support  the  well-thought-out  policy  proposals  of  the  American 
Soybean  Association.  I  wish  to  present  to  you  some  of  the  issues 
confronting  the  soybean  growers  of  America. 

1.  MARKET  DEVELOPMENT  FUNDING 

We  urge  that  the  Federal  market  development  funding  be  in- 
creased by  1985  so  that  it  will  equal  0.2  percent  of  average  annual 
agricultural  export  value  during  the  preceding  2  years.  Foreign 
Agriculture  Service  support  of  market  development  funding  has  not 
kept  pace  with  inflation  or  exports.  The  U.S.  soybean  growers  will 
spend  $5  million  or  more  of  our  own  money  on  market  development 
tnis  year  while  only  about  $3.1  million  is  spent  on  FAS. 

2.   SOYBEAN   RESEARCH   FUNDING 

Soybeans  in  1980  were  the  Nation's  No.  1  cash  crop.  No.  1  cash 
export,  and  second  largest  crop  in  acreage,  almost  a  2  billion  bushel 
crop  in  1980.  Soybeans,  soybean  meal,  and  soy  oil  had  an  export 
value  of  $8.6  billion  in  1980.  Soybean  research  represents  long-term 
investments  that  will  increase  productivity  and  pay  dividends  to 
farmers,  consumers,  the  U.S.  balance  of  trade,  and  tne  U.S.  economy. 
We  certainly  urge  that  research  funding  be  made  available  to  meet 
the  hunger  of  an  ever-increasing  population.  We  realize  that  we  are 
requesting  additional  funds  for  foreign  market  development  and  soy- 
bean research  at  a  time  when  other  Federal  programs  are  faced  with 
severe  budget  cuts.  However,  agricultural  research  and  market  de- 
velopment oenefits  not  a  single  interest  group,  but  the  entire  Nation. 

8.  CONSERVATION  OP  NATIONAL  RESOURCES 

Conservation  is  in  the  best  interest  of  both  the  American  consumer 
and  the  farmers.  Increased  soil  fertility  and  improved  water  quality 
translate  into  increased  production  per  acre  at  a  lower  cost.  Farmers 
need  adequate  financial  incentive  to  undertake  conservation  projects 
since  the  rate  of  return  on  these  efforts  is  often  small  and  slow  to 
materialize.  Farmer  participation  in  soil  and  water  conservation  prac- 
tices should  be  wholly  voluntary.  There  should  be  no  cross  compliance 
requirements  to  be  eligible  for  other  farm  programs.  Vast  expansion 
of  our  cities  and  roadways  are  taking  thousands  of  acres  of  prune 
farmland  out  of  production.  This,  in  the  future,  may  have  a  saddening 
effect  on  our  country's  food  production. 

4.    EXPORT  POLICIES 

In  1980  the  United  States  exported  more  than  $40.5  billion  in 
agricultural  commodities,  and  exports  were  the  source  of  $1  in  $4  of 
farmer  income.  These  exports  generated  over  $83  billion  in  U.S.  eco- 
nomic activity  and  provided  jobs  directly  or  indirectly  for  over  2 
million  Americans.  Since  1973  there  have  been  four  major  agricultural 
export  embargoes  imposed  by  the  U.S.  Government.  These  trade 
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interruptions  have  harmed  the  U,S,  reputation  as  a  reliable  food 
exporter,  have  stimulated  foreign  production  of  soybeans,  have  cost 
U.S.  farmers  billions  of  dollars  in  income,  and  have  disrupted  world 
trade. 

We  urge  the  U.S.  Government  not  to  impose  any  embargo  or 
restriction  on  exports  of  soybeans  or  soybean  products  except  in  the 
case  of  a  declared  national  emergency  or  in  a  declaration  of  wan  In 
the  event  of  an  emergency,  we  request  that  all  commodities  and  items 
of  exports  be  placed  in  the  embargo. 

We  urge  the  United  States  not  to  enter  into  bilateral  agreements 
with  any  nation  providing  for  the  United  States  to  guarantee  assured 
supply  of  agricultural  commodities  to  that  nation  in  the  future  or  for 
that  nation  to  purchase  any  specified  amount  of  U.S.  commodities 
during  any  future  period-  We  call  for  provisions  in  the  farm  bill 
establishing  a  policy  of  opposition  to  bilateral  agreements  and  pro- 
viding a  congressional  veto  authority  over  any  future  bilateral  agree- 
ments when  they  are  deemed  to  be  unnecessary  or  potentially  harmful 
to  American  agriculture. 

5. ,  PROTECTIONISM 

In  the  United  States  there  is  pressure  to  impose  quotas  or  increased 
duties  on  foreign  automobiles.  Proponents  of  these  curbs  claim  they 
are  necessary  to  protect  American  car  makers  from  bankruptcy  and 
American  autoworkers  from  unemployment.  Facts  indicate  that  the 
U.S.  auto  industry  is  failing  because  it  is  less  efficient  than  its  foreign 
counterpart.  Should  the  protectionist  forces  prevail  in  the  United 
States,  American  agriculture  will  be  the  big  loser.  Faced  with  the  loss 
of  trade  because  of  the  restrictions,  foreign  nations  will  likely  retaliate 
against  U.S.  agricultural  exports  by  imposing  higher  duties  or  reduced 
import  quotas.  The  real  clincher  would  be  reduced  exports  and  reduced 
farmer  income. 

6.  1981  fabm  bill:  international  title 

Some  of  this  is  repetitious,  as  I'm  sure  you're  aware.  Agricultural 
exports  are  America's  greatest  single  foreign  exchange  earner  and 
accounts  for  over  one-fourth  of  American  farmers'  income  and  criti- 
cally important  to  the  national  economy.  The  future  of  agricultural 
exports  appears  bright  if  American  farmers  and  agribusiness  receive 
necessary  support  from  the  Federal  Government,  Agricultural 
exports  are  estimated  to  exceed  $65  billion  by  1985  and  top  $100 
billion  by  1990.  Inadequate  export  financing,  inadequate  Federal 
funding  for  developing,  expanding,  and  maintaining  foreign  markets 
are  potential  deterrents. 

Tne  American  Soybean  Association  requests  that  title  I  of  the 
1981  farm  bill  be  entitled  "International  Trade"  and  be  restricted 
to  provisions  designated  to  maximize  agricultural  exports-  ASA  urges 
the   Congress   to   include   the   following   provisions, 

A.  Commodity  Credit  Corporation  revolving  fund.  A  revolving 
fund  of  no  less  than  $2.5  billion  should  be  established  for  use  by  the 
Department  of  Agriculture  to  fund  commodity  export  loan  programs 
with  interest  rates  in  excess  of  the  cost  of  borrowing  to  the  U.S. 
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Treasury.   All   loan   payments,   including   accrued  interest,   should 
revert  to  the  CCC  revolving  fund  for  use  in  extending  future  loans. 

B.  An  increase  in  the  annual  authority  for  the  CCC  export  loan 
guarantee  program.  Increase  from  $2  billion  to  $4  billion  to  com- 
pensate for  increased  commodity  prices  and  to  allow  a  greater  number 
of  loans  to  be  guaranteed. 

C.  Increase  Federal  contributions  for  foreign  market  development; 
I've  already  mentioned  that. 

D.  Congressional  veto  authority  for  bilateral  commodity  agree- 
ments; and  I've  already  mentioned  that. 

7.  1981  FARM  BILL:  SOYBEANS 

The  soybean  industry's  phenomenal  growth  has  occurred  without 
expensive  Federal  price  support  programs.  There  has  never  been  a 
target  price  for  soybeans.  Tnere  is  no  federally  funded  soybean  reserve 
program.  The  Secretary  of  Agriculture  does  not  have  the  authority  to 
require  a  set  aside  on  soybeans  as  a  condition  for  eligibility  for  the 
soybean  loan  program.  Soybeans  are  more  dependent  upon  the 
international  free  market  than  on  the  Federal  Government. 

Congress  will  write  a  new  general  farm  bill  establishing  Federal 
commodity  price  support  policies  through  1985.  We  desire  that  soy- 
beans receive  similar  treatment  as  to  mat  in  the  past.  We  request 
the  following  provisions  be  included:  A.  A  separate  section  in  the 
farm  bill  should  be  devoted  exclusively  to  soybeans.  B.  The  Secretary 
of  Agriculture  should  be  directed  to  announce  by  October  15,  the 
loan  rate  for  soybeans  to  be  produced  during  the  coming  year.  The 
minimum  loan  rate  for  soybeans  should   be  established  at  $5.02 

Ker  bushel,  the  level  in  effect  for  the  1980  and  1981  crops.  The  soybean 
>an  program  should  be  viewed  as  a  loan  program  and  not  a  support 
program.  The  loan  level  should  serve  as  a  marketing  tool  for  the 

Sroducer  by  allowing  him  to  borrow  on  his  crop  to  pay  outstanding 
ebts  and  pay  out-of-pocket  costs  of  preparing  to  plant  a  new  crop. 

The  Secretary  should  be  prohibited  from  requiring  a  set-aside 
on  soybeans  or  any  other  crop  as  a  condition  for  eligibility  for  the 
loan  program.  No  target  price  should  be  established.  The  free  market 
price  should  be  the  factor  affecting  soybean  production.  The  Secretary 
should  be  prohibited  from  offering  a  storage  payment  for  soybeans. 
Such  a  provision  will  prevent  the  Secretary  from  establishing  a 
federally  financed  soybean  reserve.  A  soybean  reserve  will  interfere 
with  the  normal  marketing  process.  The  Secretary  should  be  pro- 
hibited from  limiting  planted  acreage  of  soybeans  or  limiting  the 
number  of  bushels  that  any  farmer  is  eligible  to  borrow  against 
through  the  soybean  loan  program.  The  Secretary  should  be  pro- 
hibited from  requiring  farmers  to  carry  out  approved  conservation 
practices  on  their  farms  as  a  condition  for  loans  and  price  supports. 

In  conclusion,  we  must  keep  in  mind  that  the  soybean  industry 
evolves  around  a  free  world  market  and  the  basic  laws  of  supply 
and  demand.  The  soybean  growers  have  a  challenge  to  supply  the 
protein  needs  of  the  hungry  millions  of  this  world. 

Thank  you  for  allowing  me  this  opportunity  to  present  our  views. 

Senator  Cochran.  Thank  you,  Mr.  Wilson,  for  that  fine  compre- 
hensive statement  and  my  thanks  again  to  all  of  you  for  helping  us 
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with  the  soybean  phase  of  this  hearing  today.  I  might  add  m : 
to  your  suggestion  that  the  soybean  program  or  lack  of  it  is  very 
important  and  merits  a  separate  title  in  this  legislation  that  Fve 
introduced,  Senate  bill  902,  that's  been  referred  to  a  time  or  two 
today.  There  is  included  a  separate  title  for  soybeans  and  also  as 
mentioned  by  Mr.  Wilson,  a  prohibition  in  there  against  the  Secre- 
tary's developing  any  program  for  soybean  reserves  so  that  there 
won't  be  any  question  about  the  intent  of  Congress  in  the  delegation 
of  authority  to  the  Secretary.  I  remember  last  year,  or  maybe  before 
then,  there  were  rumors  that  the  Secretary  of  Agriculture  was  going 
to  develop  and  implement  a  reserve  program  and  had  people  a  little 
bit  nervous  about  whether  it  could  be  done  or  not  under  the  authority 
of  existing  law.  So  this  will  spell  it  out  and  make  it  real  clear. 

I  think  the  Soybean  Association  does  a  magnificent  job  in  its 
efforts  to  develop  new  markets  and  expand  foreign  sales  of  soybeans 
produced  here  in  the  United  States.  I  know  of  nobody  who  does 
a  better  job  with  that,  and  I  agree  that  there  ought  to  be  a  greater 
emphasis  on  assistance,  Government  assistance,  of  those  fine  efforts 
that  are  being  made. 

I  wonder  in  that  connection  whether  you  had  an  opportunity  to 
assess  the  effectiveness  of  the  overseas  offices  that  have  been  estab- 
lished under  the  jurisdiction  of  the  Foreign  Agricultural  Service,  which 
were  designed  to  assist  in  this  effort  and  work  in  a  partnership  arrange- 
ment with  associations  such  as  the  American  Soybean  Association. 
Mr.  Ferguson. 

Mr.  Ferguson.  I've  had  an  opportunity  to  visit  quite  a  number  of 
our  offices  in  foreign  countries  both  in  Europe  and  Asia,  and  they  are 
doing  an  excellent  job.  They're  getting  the  job  done  and  that's  what 
counts;  and  they  are  increasing  consumption. 

Senator  Cochran.  Mr.  Tipton? 

Mr.  Tipton.  I  had  the  opportunity  to  visit  the  office  in  Madrid 
this  winter  and  visit  with  tne  agricultural  attach^,  and  I  was  very 
impressed  with  his  efforts  to  help  support  the  soybean  program  and 
expand  the  efforts  that  we  were  making.  And  I  want  to  commend  the 
Foreign  Agricultural  Service  on  this  gentleman's  efforts. 

Mr.  Wilson.  I  have  had  no  opportunity  to  visit  any  of  the  foreign 
offices.  I  feel  that  they're  doing  an  excellent  job  from  the  expansion 
of  the  soybean  exports  each  year. 

Senator  Cochran.  One  other  item  that  was  mentioned  in  the  testi- 
mony was  the  importance  of  research  and  the  need  to  emphasize 
soybean  research  a  little  more  than  has  been  done  in  the  past.  There 
is  a  recognition  that  we  are  in  a  period  of  time  when  there  is  a  lot  of 
pressure  on  all  Government  spending  programs,  but  it  is  very  en- 
couraging, I  think,  for  us  to  note  that  the  administration  recognizes 
the  essential  nature  of  research  in  developing  a  capacity  to  improve 
productivity  and  help  meet  the  challenges  of  the  eighties  that  are 
presented  to  agriculture.  The  budget  for  science  and  education  func- 
tions, which  includes  agricultural  research,  cooperative  research,  and 
extension,  is  increased  under  the  President's  budget  from  last  year  by 
over  8  percent.  The  specific  increases  are  7  percent  increase  for  agri- 
cultural research,  16.7  percent  increase  for  cooperative  research,  and 
4.5  percent  for  extension.  All  of  that  totals  an  average  increase  of 
8.2  percent.  That's  an  encouraging  sign.  We're  glad  to  see  that,  and 
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as  I  mentioned  a  moment  ago,  the  appropriations  subcommittee  that 
I  chair  has  been  reviewing  these  proposals  and  I'm  very  glad  to  see 
that  in  these  functions  we'll  probably  be  realizing  increases  so  that 
the  emphasis  can  be  placed  where  we  really  need  it. 

There  was  a  question  also  touched  on  about  our  conservation 
efforts.  Other  panels  mentioned  this,  too.  I  don't  know  whether  all 
of  you  realize  it  or  not,  but  there  are  some  efforts  under  way  right 
now  to  expand  the  effort  that's  being  made  to  encourage  soil  con- 
servation practices,  and  we  know  that  with  interest  rates  as  high 
as  they  are  and  inflation  as  high  as  it  is,  cost  of  production  being 
what  it  is,  and  market  price  levels  where  they  are,  it's  very  difficult 
for  a  farmer  to  make  room  in  his  budget  for  big  expenditures  for 
conservation  practices.  Recognizing  this,  I'm  sponsoring  a  bill  with 
other  Senators  to  provide  investment  tax  credits  for  farmers  who 
make  investments  of  this  kind  to  protect  the  soil.  We  had  testimony 
yesterday  in  Columbus  at  our  hearings  that  in  Mississippi  we're 
seeing  loss  of  topsoil  at  the  rate  of  10.9  tons  per  acre  per  year.  That's 
just  way  too  high.  We  can't  afford  to  continue  to  see  that  happen  and 
to  have  that  go  unchecked.  Mr.  Davidson  mentioned  in  nis  testi- 
mony about  this  extremely  critical  problem  that  we  face.  Our  State 
is  the  third  highest  in  the  Nation  right  now  in  the  loss  of  this  valuable 
soil.  We've  got  to  do  something  about  it,  and  I  think  the  people  of 
the  country  would  support  a  program  to  expand  the  Federal  Govern- 
ment's efforts  in  this  regard.  It's  not  just  the  landowner  who  happens 
to  be  the  temporary  trustee  of  that  land,  but  it's  a  national  problem 
and  it's  a  national  concern,  and  everybody  should  share  the  responsi- 
bility for  helping  to  protect  these  valuable  resources.  And  I'm  glad 
you  brought  it  up  and  touched  on  that.  We  need  to  explore  other 
ways,  and  I'm  sure  there  are  other  ways  to  meet  that  problem.  That 
wasn't  much  of  a  question  that  I  asked,  was  it? 

Mr.  Wilson.  That's  something  that's  really  close  to  Congressman 
Jones'  heart,  I  know. 

Senator  Cochran.  I  know,  and  he  is  very  well  aware  of  that. 
I  might  also  add  this,  and  this  will  be  my  last  comment  before  I 
recognize  Congressman  Jones.  The  effort  to  help  bring  more  infor- 
mation to  people  about  our  soybean  products— we  talked  about 
educating  others  and  trying  to  develop  information  outreach  pro- 
grams in  foreign  countries  to  help  bring  more  information  to  people 
about  our  soybean  products.  Our  commissioner  of  agriculture  in 
Mississippi,  Jim  Buck  Ross,  has  been  working  very  closely  with  some 
other  national  association  members  to  bring  an  international  agricul- 
tural trade  show  to  the  Midsouth,  and  as  a  matter  of  fact,  yesterday 
he  went  over  to  Atlanta  to  talk  with  officials  there.  We're  hoping 
that  that  is  going  to  occur  so  that  in  the  Midsouth,  we're  going  to  have 
a  show  which  will  permit  us  to  communicate  a  lot  of  this  information 
to  foreign  sales  representatives  and  persons  who  can  help  us  increase 
our  sales  of  soybeans  and  other  agricultural  commodities  overseas. 
The  Foreign  Agricultural  Service  budget  contains  some  funds  to  help 
pay  for  the  cost  of  that.  So  there  are  other  ways  the  Federal  Govern- 
ment can  get  in  here  and  work  in  a  cooperative  way  with  the  private 
sector  and  organizations,  State  and  local  elected  officials,  so  that 
we  can  do  a  better  job  in  this  whole  effort. 

I'll  hush  now  and  turn  it  over  to  you.  Have  you  got  any  questions, 
Congressman? 
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Mr.  Jones.  Thank  you,  Senator.  I  really  have  no  questions*  This 
panel  did  a  perfect  job  of  not  only  presenting  the  problems  but 
answering  their  own  questions,  and  I  just  want  to  compliment  all 
three  of  you  for  such  a  splendid  job  that  you  did  by  laying  it  on  the 
facts  before  us. 

I  must  say  this  about  the  soybean  industry:  I  think  there  are  other 
industries  that  could  take  a  leaf  out  of  the  success  book  of  what  has 
happened  to  the  soybean  industry  since  its  inception  a  few  yean*  back 
because  it's  still  a  relatively  new  crop  for  this  country  and  yet  it's 
done  an  awful  lot  for  the  economy  of  the  country,  and  every  time  I 
get  an  opportunity,  why,  I  use  you  as  a  shining  example  of  doing  a 
good  job.  Even  in  the  respective  States,  many  of  the  respective  States 
that  we  have,  you  have  your  own  volunteer  checkoff  programs,  and 
that's  a  good  thing  because  you  do  a  lot  of  promotion  on  your  own 
and  within  the  States  and  then  you  do  it  nationally  also-  So  you  do 
deserve  a  lot  of  credit  for  what  you're  doing.  And  Thad  mentioned 
the  research  and  quoted  the  figures  that  were  in  the  research  bill,  and 
I  followed  this  bill  right  on  through  because  Bill  Wampler  had  a  lot 
to  do  with  that  bill  over  on  our  side,  and  he  sort  of  represents  the 
universities  and  that  group  and  is  continually  talking  about  the  needs 
for  additional  research,  and  I  agree,  You've  got  to  have  it  before  you 
can  have  anything  else,  so  I  do  very  much  want  to  thank  each  of  you 
for  being  here.  And  Thad,  I  must  say  that  these  four  panels  are  four 
of  the  best  panels  I've  ever  seen.  You  did  a  splendid  job  in  putting 
together  some  real  authorities  here,  and  I  want  to  compliment  you 
for  allowing  me  to  sit  in  on  such  a  distinguished  group  and  such  a  very 
splendid  knowledge  of  agriculture. 

Senator  Cochhan.  Thank  you  very  much,  Congressman,  and  I 
thank  each  of  you  for  being  here. 

As  I  mentioned  at  the  outset,  we're  under  a  time  constraint.  We 
are  near  the  end  of  the  time  allotted  for  the  holding  of  the  hearing, 
but  if  there  are  any  others  who  would  like  to  make  any  brief  com- 
ments, we'll  be  happy  to  hear  from  you.  I  would  say  this,  that  we  will 
be  receiving  from  anyone  who  would  care  to  submit  to  the  Senate 
Agriculture  Committee  in  writing  any  statement  containing  sugges- 
tions, criticisms,  comments  of  any  kind  that  you  think  wroula  be 
helpful  to  the  committee  in  completing  its  work  on  the  1981  farm 
bill.  That  can  be  sent  to  me,  Senator  Thad  Cochran,  U.S.  Senate, 
Washington,  DX\,  in  the  form  of  a  letter  or  a  prepared  statement ,  It 
can  be  handwritten,  if  you  like,  just  so  it's  legible,  and  it  will  be 
included  as  a  part  of  the  transcript  of  this  hearing,  and  it  will  be  just 
as  effective  a  part  of  the  hearing  as  if  it  had  been  delivered  in  full 
orally  before  this  committee. 

Is  there  anyone  who  would  like  to  make  any  other  comments  to 
the  committee?  Would  you  please  come  forward,  take  a  seat,  and 
identify  yourself,  sir, 

STATEMENT  OF  EGBERT  JONES,  HOLLY  SPRINGS,  MISS. 

Mr.  Egbert  Jones.  Thank  you.  I'm  Egbert  Jones  from  Holly 
Springs,  Miss.  I  appreciate  this  opportunity.  What  prompted  me  to 
be  here  was  the  statement  where  you  were  quoted  in  the  Commercial 
Appeal  at  a  meeting  at  Columbus  yesterday  that  you  desired  and 
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wanted  grassroots  input.  I'm  grassroots;  I'm  rural,  country  I  guess  is 
probably  a  better  word,  and  if  I  feel  a  little  bit  nervous  it's  because  I 
am.  I'm  not  accustomed  to  a  tie,  in  the  first  place,  and  come  to  town 
with  all  these  bright  lights  just  gets  a  country  boy  excited.  But  I  am 
interested  in  your  program,  and  I  think  that  you're  really  seeking 
the  truth  in  the  program. 

I  would  just  uke  to  quickly  review  my  30  years  in  the  program. 
Back  in  the  early  fifties  I  was  producing  cotton,  and  cotton  started 
moving  pretty  rapidly  in  the  marketplace,  jumping  about  the  limit 
every  day.  And  on  a  certain  day  about  1952,  1953,  I  was  standing  at 
the  door  of  the  cotton  buyer,  and  the  cotton  was  45  cents  that  day, 
but  several  previous  days  it  had  jumped  the  limit  each  day.  I  was 
there  to  sell  cotton  at  45  cents. 

When  they  opened  the  door,  they  said  cotton  was  down  the  limit. 
They  put  an  embargo  on  us,  and  the  embargo  was  explained  to  me 
because  we  were  underselling  the  world  market  at  45  cents.  And  I'm 
sure  that  Congressman  Jones  remembers  this  situation  and  you,  too, 
Senator  Cochran,  but  that  was  my  first  experience.  They  were  pro- 
tecting the  world  market.  We  could  not  sell  our  cotton  at  45  cents. 
The  world  market  went  on  into  the  neighborhood  of  75  cents  or 
better.  Our  market  went  back  into  the  neighborhood  of  40  cents. 
But  even  then  at  that  40  cents  for  cotton  that  year,  I  paid  for  my 
tractor  and  equipment  that  I  had  bought  to  go  into  this  farming 

froject  and  bought  my  wife  a  nice  General  Motors  automobile, 
t  cost  me  12  bales  of  cotton  to  buy  that  nice  automobile  for  her. 
That  is  just  to  show  you  some  comparison  of  inflation  of  30  years. 

So  that  was  my  first  experience  with  an  embargo,  and  then  we 
experienced  the  other  more  recent  ones  I  won't  go  into,  but  you 
know  how  it  affected  us  all  not  only  in  the  grain  business,  but  I'm 
in  the  cattle  business  also.  I'm  not  here  to  represent  anybody,  but 
I  am  active  in  the  National  Cattlemen's  Association.  I'm  active 
in  the  Mississippi  Cattlemen's  Association;  I'm  director  of  the  Mar- 
shall County  Association;  I  belong  to  the  Farm  Bureau;  I  belong 
to  all  the  organizations  that  were  represented  here  this  morning, 
almost.  But  I'm  not  here  to  represent  anybody  except  a  group  of 
farmers  that  I  was  having  coffee  wdth  this  morning  at  Holly  Springs, 
and  I'm  here  because  they  said:  It  ain't  no  use  of  goin',  and  that's 
the  reason  I'm  here.  I'm  hard-headed;  I'm  the  hard-headest  of  the 
bunch  and  pretty  hard,  but  I  think  as  long  as  we  have  an  opportunity 
to  have  an  input  into  our  democratic  government,  I'm  going  to  be 
here.  I  don't  mean — republican  government,  too,  I'm  for  that,  also. 

Senator  Cochran.  That's  cjood.  I'm  glad  you  made  that  statement. 

Mr.  Egbert  Jones.  Absolutely.  You  have  some  very,  very  good 
friends  in  Holly  Springs  that  are  our  mutual  friends.  See,  I  got  so 
excited  I  forgot  what  I  was  going  to  tell  you. 

But  the  rescrach  has  been  mentioned  here,  and  we  all  know  that, 
it's  been  proven  to  us  just  recently,  this  space  business.  That  progress 
has  almost  been  proportioned  to  the  priority  of  the  money  put  into  it. 
Agriculture  can  be  the  same  thing.  As  I  offer  proof  of  that,  in  a 
meeting  down  at  the  PL  Plantation  a  Mr.  Minor  Grady  got  up  and 
made  the  statement  that  in  their  research  and  production  of  seed, 
they  had  a  cotton  crop  in  California  and  they  made  700  bales  of 
cotton  on  100  acres  of  ground.  And,  you  knowT,  nobody  said  anything. 
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I  was  the  only  dumb  one  in  the  crowd.  I  asked  him  to  repeat  that: 
What  did  you  say?  He  said  we  produced  700  bales  of  cotton  on  100 
acres,  and  they  had  proof  of  that.  But  you  know  I  told  this  story, 
I  believe  it  was  in  New  York,  at  a  cotton  meeting,  and  some  man 
sitting  there  grinning,  he  said,  "It's  a  fact;  I'll  testify.  I  almost  got 
sent  to  the  penitentiary  for  dealing  in  bootleg  cottonseed  concerning 
that  deal,  you  know\"  It  was  good.  But  the  point  I'm  making,  I 
don't  think  they  have  reached  that  potential  since.  If  my  memory 
serves  me  correctly,  a  producer  on  1  acre  in  Mississippi  produces 
five  bales  to  the  acre.  Up  until  1966  in  our  county  ana  across  the 
Cotton  Belt,  the  production  of  cotton  was  going  up  steadily  until  it 
reached  some  peak,  and  it's  been  going  down  rather  steadily.  Nobody 
has  maintained  the  average  that  we  nad  during  the  middle  sixties. 

The  Government  hasn't  been  all  of  our  problem.  I  understand  that, 
but  they  have  certainly  been  a  leader  in  our  problem.  And,  you  know, 
it  reminds  me  of  a  situation  down  on  the  farm  there  where  me  and  the 
hired  hand  were  back  behind  the  barn  there,  and  we  said  it  just 
looked  like  we  got  to  have  some  new  blood  in  our  cattle  business, 
you  know.  So  we  discussed  that,  and  I  sent  him  away  to  buy  a  bull, 
and  he  came  back  and  told  me  what  a  fine  bull  this  was,  you  know, 
and  he  was  going  to  be  delivered  tomorrow. 

I  could  hear  the  oldest  bull  in  the  pasture  saying,  "Well,  I've  got  a 
hundred  cows  and  heifers,  and  I'm  not  sharing  any  cows  or  heifers 
with  any  new  bull."  And  we  called  that  bull  Politician.  And  the  mid- 
dle-sized bull  there,  we  call  him  Businessman.  He  says,  "I've  got 
50  cows  and  heifers  in  this  group,  and  I'm  not  sharing.  I  have  no 
intentions  of  sharing  anything  with  new  bulls,  new  ideas."  And 
there  was  a  younger  bull  there  that  kind  of  snorted  and  pranced  around 
there  a  little  bit,  and  he  says,  "Well,  I  don't  have  but  10  cows  and 
heifers,  and  I  don't  intend  to  share  a  bit." 

The  next  day  when  this  big  truck  rolled  in  here  with  this  big  snorting 
bull,  big  old  hump  on  his  back,  he  was  an  awesome  thing.  And  when 
he  came  down  that  runway,  we  decided  that  is  Big  Government. 
We'll  just  call  him  Big  Government.  He  ran  up  to  the  fence  and  he 
looked  over  this  herd  of  cattle  and  heifers  there,  you  know,  and  snort- 
ing and  throwing  dirt  up  in  the  air  and  throwing  dirt  clear  over  the 
fence,  holding  his  head  up  high,  you  know,  you  couldjust  tell  he 
was  really  making  plans  for  getting  into  this  program.  The  program 
looked  productive. 

This  big  old  bull,  you  know,  that  we  call  "Politician,"  he  said,  "You 
know,  he  looks  like  a  nice  fellow,  let's  kind  of  try  to  go  along  with 
him.  I'm  going  to  compromise,  and  I'll  share  my  cows  and  heifers 
with  him."  And  this  old  bull,  this  middle-sized  bull  sots,  "You  know, 
he  really  ain't  so  bad.  I  think  I'll  reconsider,  and  I'll  compromise. 
I'll  share  my  cows  and  heifers  with  him." 

But  this  young,  little  old  bull  that  we  call  "Producer,"  he  ran  out 
there  snorting  and  throwing  dirt  up  in  the  air  and  tail  up  over  his 
back,  you  know,  and  the  big  bull  and  little  bull,  the  politician  and 
businessman,  told  him  to  come  back,  said  he'll  kill  you  if  you  try  to 
fight  him.  He  says,  "Hell,  I  ain't  going  to  fight  him,  I  just  want  him 
to  know  I'm  a  bull,  too."  And  that's  the  way  we  feel  sometimes  if  we 
don't  take  our  opportunities  to  put  some  input  into  our  Government. 
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hur'J;  h«'H  optirni-.tir,  anrj  that's  the  reason  we're  all  farmers.  But 
with  fret?  op{K#rturiit.v  an^l  less  regulations,  the  American  farmer 
ean  \tr<Aw<A:  the  fr^rf  ari^l  fiber  needier]  for  this  country's  domestic 
and  exj>of  ts.  If  you  just  tri  ve  thern — If  they  have  a  prospect  of  a  profit. 
You  know,  I  ve  taken  a  whole  lot  longer  than  I  intended  to.  I  know 
you  ean't,  convert  anybody  after  12  o'clock. 

You  know,  when  I  said  that  we're  doing  the  best  we  can,  it  reminds 
ine  of  a  trip  that  I  was  on  over  in  Arkansas — maybe  some  of  these 
Arkansas  people  know  Henscratch  Mountain,  but  anyway  that's 
over  there  in  IJooneville,  Ark.  But  anyway  I  was  over  there,  I  was 
judjMn^  the  field  t  rout  ov^r  there,  and  there  was  a  bunch  of  dog  trainers 
there  bird  dog  trainers,  but  they  brought  their  hound  dogs  with 
them.  They  were  arguing  as  to  which  gave  the  better  race,  a  fox  or 
a  wolf.  And  over  there  on  Henscratch  Mountain  thev  had  the  wolves, 
and  they  invited  me  to  go  with  them,  and  I  wouldn't  go  the  first 
night,  but  I  henrd  so  much  conversation  about  that  that  I  wanted 
to  go,  so  I  went.  And  to  find  out  where  the  wolves  were,  they  would 
blow  this  siren,  and  the  wolves  that  were  within  hearing  distance 
would  answer,  they'd  howl. 

Maybe  some  of'you  have  heard  dogs  howl  when  you  blow  a  siren. 
Hut  anyway   these  wolves  would  howl,  and  they'd  say,  no,  that's 
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not  the  one  we  want.  We're  looking  for  the  big  old  bad  wolf,  you 
know,  and  it  was  a  real  moonlight  night,  and  you  could  see  a  half 
a  mile  even,  you  know,  at  10  or  11  o'clock  at  night  because  of  the 
moonlight.  And  so  they  heard  u  big  howling  over  the  lull  there,  yoli 
know,  and  thc>y  turned  one  dog  loose.  They  called  him  the  striped 
dog.  They  said  that  he  could  really  go  get  'em,  you  know.  So  they  sent 
this  dog  over  the  hill  and  heard  a  terrible  racket,  and  this  striped 
dog  was  after  them,  lie  was  running  the  whole  bunch  of  wolves.  lie 
brought  them  down  one  valley  ami  carried  them  over  the  next  hill, 
you  know,  and  we  heard  a  terrible  racket  over  there,  excuse  me,  I'm 
getting  ahead  of  my  story.  But  as  he  was  running  these  wolves,  you 
know,  he  looked  like  he  really  had  them  on  the  go,  and  I  said,  "Looks 
like  to  mo  he's  doing  mighty  well,"  and  this  man  that  owned  him  said, 
"Well,  he's  not  doing  as  good  as  he  can;  he's  not  doing  his  best/' 
I  said,  "Looks  like  to  me  he's  doing  his  best,"  and  he  said,  "No, 
he's  not  doing  his  best."  But  as  they  went  over  the  hill,  all  the  racket 
and  the  yah-yah-yah-yah,  you  know,  this  striped  dog  came  back, 
and  he  was  in  front  this  time,  and  these  other  wolves  just  right  behind 
him  with  all  the  racket  and  everything,  and  he  says,  "Now  he's 
doing  the  best  he  can/1  And  1  know  that  you,  Senator  Cochran,  and 
Representative  Jones,  are  doing  the  best  you  can  for  us,  and  I  believe 
you  really  have  the  interest  of  the  American  agriculture  of  Mississippi 
and  Tennessee,  primarily  a  farmer  at  heart.  And  me  and  the  folks 
I  can  influence  are  going  to  support  you,  and  do  the  best  you  can. 
Thank  you. 

Senator  Cochran.  Thank  you  so  much.  I  really  appreciate  your 
staving  until  the  hearing  had  been  concluded  through  the  four  panels 
and  providing  the  committee  with  those  observations  and  comments. 
I  think  it  makes  us  feel  like  being  here  has  been  worthwhile,  too. 

I  know  that  all  of  the  witnesses  who  have  contributed  to  the  hearing 
today  have  had  something  special  to  say  and  in  their  own  special 
way  have  been  of  big  assistance  to  me  personally,  I  know,  and  to  the 
full  committee.  Thank  you  so  much. 

Are  there  any  others  who  want  to  make  any  comments  or  state- 
ments? Would  you  identify  yourself,  please,  for  the  committee. 

STATEMENT  OF  DELOSS  McKmOHT,  WYNEE,  ABE. 

Mr.  McKnight.  I'm  DeLoss  McKnight,  from  Wynne,  Ark,  I'm 
vice  chairman  of  the  American  Agricultural  Movement,  Fin  also  a 
delegate  to  the  American  Ag  Movement  national  office  in  Washington* 

Mr.  Meek  has  put  testimony  in  your  committee  on  behalf  of  our 
organization,  and  so  I'm  not  really  going  to  get  into  detail.  I  do  want 
to  say  that  we  stand  foursquare  behind  the  testimony  given  here  this 
morning  by  Mr.  Willis,  who  is  the  president  of  the  Tennessee  American 
Agricultural  Movement.  Having  worked  with  Tommy  for  the  last  3 
years,  I  can  assure  you  that  he  is  as  knowledgeable  an  individual  in 
relation  with  production  and  general  farming  practices  and  also  ex- 
tremely knowledgeable  about  the  Government  programs  and  our  agri- 
cultural law.  He  is  one  of  the  finest  individuals,  I  think,  in  this  country 
that's  involved  in  agriculture,  and  I  want  you  to  know  that  we  stand 
foursquare  behind  his  statements. 

Senator  Cochhan,  Thank  you  very  much. 
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Mr.  McKnight.  The  rice  provisions,  as  given  by  the  gentleman 
from  the  five  producing  areas  is  right  on  line.  They're  telling  you 
exactly  what  they  need,  and  we  feel  the  same  way.  Although  we're  a 
parity  organization,  we  realize  that  the  rice  industry,  while  some  call  it 
particular,  some  call  it  peculiar,  I  can  only  assure  you  that  the  rice 
marketing  is  a  very  fragile  thing,  and  it  does  need  this  target  price. 
If  we  don't  have  it,  it  wouldn't  be  at  all  unexpected  if  we  had  a  total 
disaster  and  eliminated  producers  that  we  couldn't  replace  over  a  long 
period  of  time  would  be  a  real  detriment  to  us. 

When  it  comes  to  soybeans,  we  feel  like  the  American  Soybean 
Association  is  making  a  real  effort  along  marketing  lines  and  a  real 
effort  along  study  and  research  which  we  feel  is  worthy.  We  think 
sometimes  there's  a  little  misnomer  about  it  being  voluntary  and 
totally  supported  by,  let's  say  Government  funds  or  tax  funds.  But 
let  me  say  this:  That  the  strike-offs  are  taxes  in  Arkansas.  It's  a  tax 
levied  on  us,  and  they  are  supported  by  taxes  in  Arkansas,  and  if  you 
want  to  not  participate  in  that,  you  have  to  make  an  active  effort  to 
get  your  money  back,  and  I  think  that's  true  in  most  States. 

We  feel  that  it  is  an  organization  composed  of  marketers  and  it  is 
an  organization  composed  of  producers  and  that  most  of  the  producers 
don't  get  involved  in  it  because  they're  just  not  knowledgeable  enough. 
We  feel  like  there's  more  input  perhaps  from  the  marketers  than  from 
the  producers,  and  we  don't  think  that  when  it  comes  to  talking  about 
the  loan  prices,  that  they're  speaking  for  the  producers.  While  I'm 
not  as  eloquent  as  my  friend  from  Mississippi,  I  can  assure  you  that 
the  redneck  farmers  in  Arkansas  and  Mississippi  don't  agree  with  the 
American  Soybean  Association  on  setting  the  loan  rate  at  any  $5.02. 
We  would  like  to  see  a  much  more  realistic  figure.  The  $9  billion  export 
should  have  been  $15  billion,  we  feel  like. 

Soybeans  are  more  scarce  at  the  present  time  than  they've  been 
in  the  history  of  the  world  and  much  more  scarce  than  they  were 
in  1973,  and  yet  you  see  the  price  is  not  even  at  $8  today.  We  would 
like  to  see  that  price  at  a  realistic  price,  one  that  would  assure  that 
these  farmers  stay  in  business.  Two  hundred  and  sixty  thousand, 
or  a  quarter  of  a  million,  farmers  went  out  of  business  last  year, 
and  it  wasn't  because  they're  not  good  farmers.  It's  just  because  they 
couldn't  stand  the  heat  any  longer,  and  they  just  had  to  quit.  They 
ran  out  of  assets. 

Senator  Cochran.  Let  me  ask  you  at  that  point  whether  increasing 
the  loan  rate,  say.  to  whatever  figure,  let's  say  $7,  would  it  make 
Brazilian  soybeans  more  attractive  m  Japan  than  American  soybeans, 
or  Korea? 

Mr.  McKnight.  Let's  say  that  in  1973  they  paid  as  much  as  $12 
a  bushel  for  them  and  bought  all  they  could  get,  and  the  dollar  then 
was  a  whole  lot  bigger  than  it  is  now.  The  reason  we've  got  this 
competition  down  there  is  not  because  of  the  price  of  American 
soybeans.  What  we've  got  that  competition  from  is  these  stupid 
embargoes. 

Senator  Cochran.  That  was  a  mistake. 

Mr.  McKnight.  That  was  a  tragedy. 

Senator  Cochran.  No  question  about  that. 

Mr.  McKnight.  And  if  you  think  that  you're  going  to  hurt  someone 
by  an  embargo,  you're  right.  You're  going  to  hurt  the  American 
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farmer.  You're  going  to  kill  him.  They  killed  us  with  President 
Ford's  embargo 

Senator  Cochran*  Back  to  my  question,  I  agree  with  that  Nobody 
disagrees  with  that.  On  the  question  of- 

Mr.  McKnight.  I  don't  think  it  will  affect  them,  sir- 
Senator  Cochran.  OK, 

Mr.  McKnight.  I  don't  think  so,  I  think  that  they're  going  to 
take  all  of  our  soybeans  that  we  can  raise  and  all  they  can  raise  in 
Brazil  and  wish  tney  had  some  more.  I  really  do.  I  think  the  market 
is  coming.  The  people  are  wanting  high  protein  feed,  they're  wanting 
meat,  and  this  is  the  way  you  get  it. 

Senator  Cochran.  Thank  you. 

Mr.  McKnight.  Thank  you,  sir,  for  your  time.  I  would  love  to 
see  the  Congressmen  hold  more  of  these  hearings  out  in  the  cafes, 
I  could  get  you  a  whole  lot  bigger  crowd  at  the  cafe.  Thank  you  so 
much  for  coming. 

Senator  Cochran.  We  do  that,  too 

Mr.  McKnight.  Yes,  sir,  I  know  you  do. 

Senator  Cochran.  Thank  you  so  much  for  being  here.  Are  there 
any  others  who  would  like  to  make  any  statements  or  comments? 

Mr.  Beverly.  Senutor,  may  I  say  one  more  thing? 

Senator  Cochran.  Yes,  sir.  Let  the  reporter  have  just  a  second 
to  add  some  more  paper  to  the  machine. 

Mr.  Beverly.  Realizing  it  is  after  12  o'clock  and  you  don't  convert 
anyone,  I  note  there's  been  a  good  bit  said  about  conservation  and 
silting  in  and  run-off  water  to  cause  the  destruction  of  the  land,  and 
so  forth,  but  in  our  haste,  our  urgent  need  to  do  something  about  it, 
let's  not  saddle  the  American  farmer  with  a  lot  of  burdensome  regu- 
lations. I  don't  believe  there's  any  farmer  active  today  that  doesn't 
realize  this  erosion  is  taking  place,  and  he  doesn't  want  it  to  continue 
any  more  than  any  other  person  in  the  United  States  or  any  group  that 
might  say,  we're  losing  our  land,  our  heritage  is  going  to  be  gjone— if 
we  want  to  leave  it  to  our  people  who  follow  us,  our  families  that 
mi^ht  continue  this.  But  don't  saddle  him  with  the  responsibility  of 
maintaining  and  keeping  up  with  all  these  regulations  going  on. 

We  can  best  help  ourselves,  I  think,  by  improving  the  farmer's 
lot — as  has  been  mentioned  here,  these  target  prices  and  other  means 
of  maintaining  our  income  at  a  level  that  we  might  have  a  little 
spendable  income  that  can  be  ploughed  back  into  the  land.  I  believe 
that  the  American  farmer  has  the  ability  and  the  willingness  to 
protect  this  land,  but  he  has  just  run  out  of  funds.  He  has  to  have  his 
priorities  where  they  pay  off  m  immediate  cash  rather  than  something 
down  the  road.  He  just  has  to  put  things  in  order,  and  I  just  wanted  to 
say  that,  that  I  believe  that  we  want  to  be  sure  that  we  don't  put  too 
many  regulations  and  to  many  requirements  to  comply  with  this  and 
that  in  order  to  get  a  benefit. 

Senator  Cochran.  I  think  that's  very  helpful. 

Mr.  Beverly.  A  good  many  regulations  are  necessary,  but  we  can 
overburden  ourselves,  and  if  we  can  improve  our  lot  in  the  market- 

?>lace,  some  of  that  money  is  going  to  go  back  into  maintenance  of  the 
arm  and  help  a  certain  total.  Thank  you. 

Senator  Cochran-  Thank  you,  Mr.  Beverly.  I  think  those  ob- 
servations are  certainly  well  taken,  well  made.  Yes,  sir?  Tommy 
Willis  again. 
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Mr.  Willis.  I  won't  take  but  just  a  minute  of  your  time,  I'm 
talking  off  the  cuff.  A  question  vou  asked  a  while  ago  about  raising 
the  price  of  soybeans  in  the  United  States  affecting  the  Brazilian 
market 

Senator  Cochkax.  Yes,  sir. 

Mr.  Willis.  Like  I  say,  I'm  speaking  off  the  cuff.  I  believe  if  we 
check,  we'll  find  that  "the  Brazilian  Government  subsidizes  the 
soybean  producers  of  Brazil  so  that  they  can  get  their — and  sell  them 
as  cheaply  as  we  are.  I  believe  we'll  find  this  to  be  true  if  we  check 
into  it.  Thank  you. 

Senator  Cochran.  Thank  you  very  much. 

We  appreciate  all  of  you  being  here  and  helping  us  with  these 
hearings,  and  in  my  judgment,  thev  were  quite  successful.  We  will  be 
taking  this  transcript  and  our  findings  back  to  Washington  to  discuss 
with  our  colleagues,  and  use,  I  hope,  in  a  way  that  will  insure  that  the 
Mi<lsouth  agriculture  interests  are  reflected  when  we  are  writing 
and  finalizing  the  provisions  of  this  1981  farm  bill.  Thank  you  for 
helping  us  make  that  come  true. 

Thank  you,  Congressman  Jones,  for  joining  us  at  the  hearing; 
appreciate  having  you  here. 

Mr.  Jones.  Enjoyed  it  very  much. 

Senator  Cochran.  The  hearing  Is  adjourned. 

[Whereupon,  the  committee  adjourned,  subject  to  call  of  the 
Chair.] 
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NEBRASKA  HEARING 


Statement  of  Dr.  Michael  Turner,  Department  of  AoRicuivruRAL  Eco- 
nomics,  University  of  Nebraska,  Lincoln,  Nebr, 

Senator  Zorinsky,  I  am  Dr.  Mike  Turner,  a  faculty  member  in  the  Department 
of  Agricultural  Economics  at  the  University  of  Nebraska- Lin  coin.  I  will  attempt 
to  provide  an  overview  of  the  impact  of  U.S.  exports  of  wheat  and  coarse  grains 
upon  the  agricultural  interest  of  Nebraska  and  the  Nation. 

PRODUCER   RESPONSE   TO    EXPANDED    COMMERCIAL   EXPORT   TRADE   OPPORTUNITIES 

U.S.  production  of  wheat  and  coarse  grains  totaled  161  million  metric  tons  in 
1961/62  and  exports  amounted  to  35*4  million  metric  tons  in  the  same  year  or  22 
percent  of  total  production.  In  the  following  nine  years,  neither  production  nor 
exports  changed  significantly.  Production  in  1970/71  totaled  1G  t  million  metric 
tons  while  exports  were  39.1  million  metric  tons  (21  percent  of  total  production). 
With  an  increase  in  U.S.  exports  of  grain  in  1971/72  both  production  and  exports 
increased  dramatically.  Production  of  wheat  and  coarse  grains  totaled  263.2 
million  metric  tons  by  1980/81,  an  increase  of  44  percent  in  ten  years.  Exports 
will  amount  to  115.S  million  metric  tons  In  1980/81  and  will  account  for  44  percent 
of  total  production  In  that  year.  The  increase  in  exports  for  the  10  year  period  is 
196  percent.  It  is  obvious  that  U.S.  producers  are  increasingly  gearing  their  produc- 
tion efforts  toward  supplying  a  growing  commercial  worldwide  market  for  grain. 
The  benefits  to  the  U.S.  economy  are  obvious  and  require  no  elaboration.  The 
grain  exports  pay  for  oil. 

To  accomplish  this  feat  the  U.S*  and  Nebraska  grain  producers,  operating  in  a 
competitive  business  environment,  have  committed  substantial  personal  resources 
to  tneir  farming  operations.  The  number  of  irrigated  acres  within  Nebraska 
changed  from  3.78  million  in  1969  to  6,95  million  in  1979,  an  increase  of  84  percent  * 
The  use  of  commercial  fertilizer  in  Nebraska  increased  by  77  percent  during  the 
same  period. 

AGRI-BUSINESS    RESPONSE    TO    EXPANDED    COMMERCIAL    EXPORT    TRADE 

OPPORTUNITIES 

Like  producers  both  the  rail  tranportation  industry  and  the  commercial  grain 
elevator  industry  serving  Nebraska  have  responded  positively  to  the  opportunities 
for  expanded  exports  of  U.S.  grain.  In  1975  the  Union  Pacific  Railroad  Company 
introduced  train  load  rates  for  export  movement  of  grain  from  Nebraska  to 
West  Coast  ports.  Nebraska  is  the  nearest  major  source  of  feedgrains  to  this 
major  and  growing  port  for  Asian  markets.  The  Burlington- Northern  has  since 
introduced  similar  competitive  train-load  rates.  The  quality  service  provided  by 
the  railroad  companies  to  west  coast  markets  has  made  it  practical  for  local 
Nebraska  shippers  to  lease  and/or  own  rail  cars  which  were  (or  many  years  in 
chronic  short  supply.  Many  Nebraska  grain  companies  now  own  or  lease  a  portion 
of  their  rail  car  needs. 

In  1977  there  were  eight  grain  elevators  within  the  State  of  Nebraska  capable  of 
loading  25  or  more  cars  of  grain.  By  January.  1981  there  were  86  elevators  which 
could  load  or  had  construction  in  progress  which  would  allow  them  to  load  25  or 
more  cars  of  grain.  This  response  has  occurred  within  a  four  year  period. 
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WHO  BEARS  THE  RISK? 

The  producers,  grain  elevator  companies,  and  the  railroads  have  responded  in  a 
competitive  fashion  to  a  market  opportunity.  Should  they  also  assume  any  as- 
sociated business  risk?  It  is  naive  to  champion  this  as  the  American  way  of  doing 
business.  Not  all  U.S.  business  ventures  involved  similar  risks  nor  are  equally 
vital  to  the  well  being  of  the  nation.  Agiiculture  is  unique  in  its  composition  of 
relatively  small  independent  production  units  which  lack  the  capacity  to  control 
or  adjust  their  level  production  to  changing  market  conditions.  As  a  result  prices 
received  and  income  levels  of  farmers  are  uniquely  subject  to  dramatic  yearly 
fluctuations.  This  income  variability  is  induced  by  a  variety  of  factors  beyond  the 
control  of  producers  and  results  in  secondary  shocks  to  associated  agri-business 
firms  and  agricultural  communities.  Weather  conditions  in  the  U.S.  and  around  the 
world,  biological  and  other  natural  disasters,  worldwide  and  domestic  politics  all 
have  the  potential  of  reducing  U.S.  grain  prices  suddenly  and  without  notice. 
Unfortunately,  such  price  signals  do  not  truly  or  accurately  reflect  the  production 
needs  for  another  year;  a  next  year's  ciop  which  can  only  be  planted  ana  harvested 
once.  The  economic  well-being  of  both  the  agricultural  sector  and  the  nation 
depends  upon  the  U.S.  ability  to  be  a  reliable  and  dependent  supplier  in  the  world 
grain  market  over  time. 

The  United  States  Senate  should  seriously  consider  and  adopt  a  farm  program 
which  is  sensitive  to  the  importance  of  the  world  export  market  for  grain  to  the 
U.S.  economy  and  the  American  farmer.  A  program  which  will  level  out  the 
undesirable  impacts  of  temporary  market  imbalances  is  both  desirable  and  neces- 
sary fox  the  U.S.  to  capitalize  on  our  export  potential  and  the  investments  which 
U.S.  farmers  and  agri-business  firms  have  made.  Such  a  program  is  not  an  expense, 
it  is  an  investment. 

Statement  of  Dr.  A.  L.   (Rot)   Frederick,  Professor  of  Agricultural 
Economics  and  Extension  Economist,  University  of  Nebraska-Lincoln 

Senator  Zorinsky,  mv  name  is  Roy  Frederick.  I  am  an  agricultural  economist 
at  the  University  of  Nebraska-Lincoln.  My  professional  interest  is  in  public 
policy  as  it  relates  to  agriculture.  My  remarks  here  will  focus  on  the  commodity 
provisions  of  the  1981  "farm  bill,"  especially  on  provisions  for  grains  grown  in 
Nebraska. 

First,  perhaps  we  ought  to  reflect  on  an  obvious  question:  "Are  the  federal 
government's  commodity  programs  still  useful?"  My  answer  is  "yes,"  with  some 
qualifications.  The  most  significant  qualifier  is  that  it  is  imperative  that  commodity 
programs  keep  pace  with  the  realities  of  modern  agriculture.  If  this  doesn't  happen, 
program  results  may  be  much  different  from  those  intended  by  policymakers. 

a  bit  of  history 

Farm  commodity  programs  originated  in  the  1930*8  out  of  concern  that  the 
farm  population  was  economically  disadvantaged  relative  to  the  nonfarm  popula- 
tion. That  concern,  more  than  any  other,  has  been  the  basis  for  farm  programs  to 
this  day.  Over  the  years  there  has  been  considerable  validity  to  this  concern: 
With  the  exception  of  1973  and  1979,  per  capita  income  of  the  farm  population 
has  consistently  lagged  behind  the  nonfarm  population. 

There  have  been,  however,  improvements  over  time.  In  1934,  farm  income  was 
only  one-third  of  nonfarm  income  when  measured  on  a  per  capita  basis.  From  the 
end  of  World  War  II  to  the  mid  1960s,  f arm-no nf arm  income  ratios  generally 
ranged  between  50  and  60  percent.  In  1966,  the  iatio  reached  70  percent.  And 
since  1973,  when  the  high  of  1 10  percent  was  reached,  the  ratio  of  farm  to  nonfarm 
per  capita  disposable  incomes  has  been  at  78  percent  or  more.  In  short,  we  still 
haven  t  arrived  at  the  point  where  farm  incomes  are  consistently  as  high  as 
nonfarm  incomes,  but  improvements  have  been  made.  Moreover,  when  one  looks 
at  capital  gains  on  faim  real  estate  and  the  reduction  in  number  of  farmers  who 
are  in  the  federal  government's  official  poverty  category,  the  financial  well-being 
of  those  in  production  agriculture  also  looks  better. 

It's  impoitant  to  stress  that  my  discussion  heretofore  has  dwelt  on  averages. 
Any  overview  of  the  financial  condition  of  U.S.  farmers  almost  ceitainly  misses 
producers  with  particular  problems.  Farmers'  income  problems  may  vary  by 
commodity  mix,  geographic  region,  size  of  business,  and  operator  age.  And  even 
within  those  categories  identified  as  most  likely  to  have  problems,  not  all  farmers 
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will  be  affected.  I'll  return  to  problems  of  individual  farmers  later,  but  now  I 
want  to  turn  to  what  I  see  as  the  three  most  important  and  pervasive  problems  of 
American  agriculture. 

Instability  of  Incomes:  Between  1973  and  1979  (the  latest  year  for  which  data 
are  available),  national  net  farm  income  ranged  from  $17.8  billion  to  $33.3  billion. 
Income  declined  for  four  straight  years  after  the  record  high  in  1973  before  re- 
bounding in  1978  and  1979.  But  1980,  unfortunately,  continued  the  zig-zag  pattern 
with  neb  income  off  around  $8  billion  from  1979's  $31  billion. 

The  events  of  the  last  few  years  portray  dramatically  the  income  variability 
between  sectors  of  agriculture.  The  period  fiom  1972-75  was  generally  a  good  one 
for  grain  pioducers.  But  at  the  same  time  cattlemen  were  incurring  substantial 
losses  through  a  combination  of  high  feed  costs,  large  numbers  of  cattle  to  be 
marketed  and  resulting  low  prices.  By  1976  and  1977,  hog  and  cattle  producers 
and  dairymen  were  doing  much  better  because  of  increased  livestock  product 
pi  ices  and  lower  feed  costs.  Crop  producers,  in  contrast,  were  caught  in  a  severe 
cost-price  squeeze  brought  on  by  the  inflated  cost  of  inputs,  falling  grain  prices, 
rising  land  costs,  and  sometimes  low  yields  caused  by  bad  weather.  The  pattern 
flip-flopped  again  in  1978-79  as  grain  producers  did  better  than  livestock 
produceis. 

Last  year  (1980),  unfortunately,  was  a  downer  for  nearly  everyone  as  crop 
yields  fell  and  livestock  producers  were  forced  to  pay  higher  prices  for  feed.  A  year 
such  as  the  one  just  past  is  an  indication  of  the  challenges  faced  by  individual 
producers  each  season.  There  are  concerns  about  the  weather,  pests  and  other 
production  factors.  Later,  producers  must  worry  about  the  market.  Commodity 
prices  may  be  up,  but  because  Mother  Nature  failed  to  cooperate,  there  is  little 
to  sell.  Or  there  may  be  plenty  to  sell  but  at  a  low  price. 

Ability  to  Service  Debt:  The  ability  to  service  debt  is  crucial  to  the  future 
production  of  food.  It  is  the  essence  of  being  able  to  stay  in  business  for  many 
farmers  and  the  chief  hurdle  for  young  persons  who  seek  to  enter  farming. 

Total  U.S.  farm  debt  stood  at  $146  billion  on  January  1,  1980,  an  increase  of 
nearly  $100  billion  during  the  decade  of  the  1970s.  Total  assets  were  $821  billion 
on  the  same  date.  As  such,  the  agricultural  industry  as  a  whole  continues  to  have 
a  highly  favorable  debt-to-asset  latio  of  about  18  percent. 

This  average,  however,  hides  the  wide  divergence  among  farms.  Many  be- 
ginning or  expanding  farmers  have  a  high  debt-to-asset  ratio.  Where  debt  is 
high,  interest  costs  become  a  significant  part  of  production  expenses.  In  such 
situations,  cash  net  farm  income  may  fall  short  of  being  able  to  cover  living 
expenses,  debt  principal  repayment,  and  net  new  investment.  In  general,  large 
debts  also  leave  little  margin  for  error — either  in  production  or  prices.  The  relation- 
ship between  net  farm  income  and  debt  commitments  has  been  one  of  the  danger 
signals  of  the  past  few  years. 

Inflation:  During  periods  of  inflation,  money  tends  to  flow  toward  fixed,  tan- 
gible assets.  Productive  agricultural  land  is  a  prime  example.  For  established 
landowners,  inflation-generated  boosts  in  land  prices  may  be  quite  desirable. 
But  for  those  just  beginning  to  farm  it  is  a  much  different  story,  as  they  face  huge 
investments  in  land. 

Also,  the  structure  of  industries  supplying  inputs  to  production  agriculture  is 
imperfectly  competitive;  input  suppliers  are  better  able  to  keep  their  prices  in 
step  with  inflation.  The  farm  sector  has  a  competitive  structure  of  many  individual 
units,  and,  therefore,  farm  commodity  prices  are  determined  in  the  short  run 
without  regard  to  current  inflationary  trends. 

The  result  is  that  during  inflationary  periods  farmers  can  find  themselves  in 
a  cost-price  squeeze,  but  at  the  same  time  entry  costs  continue  to  increase.  A 
long-standing  but  ever-increasing  problem  for  beginning  farmers  is  to  survive 
the  liquidity  crisis  in  their  early  years  of  farming. 

As  I  suggested  earlier,  there  are  differences  in  the  degree  to  which  individual 
farmers  are  subjected  to  the  three  general  problems  I  identified.  One  of  these 
differences  relates  to  commodity  mix.  Milk  producers,  for  example,  have  been 
protected  by  relatively  higher  price  supports  than  grain  producers,  and  cattle 
and  swine  producers  have  had  no  price  supports  at  all.  In  other  parts  of  the 
country,  commodities  such  as  broilers  and  fruits  and  vegetables  are  grown  with 
production  contracts  which  guarantee  a  certain  price  to  producers.  The  effect 
is  to  minimize  any  safeguards  needed  from  the  federal  government. 

With  regard  to  farm  size,  the  need  for  farm  price  and  income  support  programs 
may  vary  considerably.  The  largest  operations  may  be  viable  without  these 
programs,  especially  if  they  have  little  debt.  And  with  the  era  of  chronic  grain 
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wanted  grassroots  input.  I'm  grassroots;  I'm  rural,  country  I  guess  is 
probably  a  better  word,  and  if  I  feel  a  little  bit  nervous  it's  because  I 
am.  I'm  not  accustomed  to  a  tie,  in  the  first  place,  and  come  to  town 
with  all  these  bright  lights  just  gets  a  country  boy  excited.  But  I  am 
interested  in  your  program,  and  I  think  that  you're  really  seeking 
the  truth  in  the  program. 

I  would  just  like  to  quickly  review  my  30  years  in  the  program. 
Back  in  the  early  fifties  I  was  producing  cotton,  and  cotton  started 
moving  pretty  rapidly  in  the  marketplace,  jumping  about  the  limit 
every  day.  And  on  a  certain  day  about  1952,  1953,  I  was  standing  at 
the  door  of  the  cotton  buyer,  and  the  cotton  was  45  cents  that  day, 
but  several  previous  days  it  had  jumped  the  limit  each  day.  I  was 
there  to  sell  cotton  at  45  cents. 

When  they  opened  the  door,  they  said  cotton  was  down  the  limit. 
They  put  an  embargo  on  us,  and  the  embargo  was  explained  to  me 
because  we  were  underselling  the  world  market  at  45  cents.  And  I'm 
sure  that  Congressman  Jones  remembers  this  situation  and  you,  too, 
Senator  Cochran,  but  that  was  my  first  experience.  They  were  pro- 
tecting the  world  market.  We  could  not  sell  our  cotton  at  45  cents. 
The  wrorld  market  went  on  into  the  neighborhood  of  75  cents  or 
better.  Our  market  went  back  into  the  neighborhood  of  40  cents. 
But  even  then  at  that  40  cents  for  cotton  that  year,  I  paid  for  my 
tractor  and  equipment  that  I  had  bought  to  go  into  this  farming 

froject  and  bought  my  wife  a  nice  General  Motors  automobile, 
t  cost  me  12  bales  of  cotton  to  buy  that  nice  automobile  for  her. 
That  is  just  to  show  you  some  comparison  of  inflation  of  30  years. 

So  that  was  my  first  experience  with  an  embargo,  and  then  we 
experienced  the  other  more  recent  ones  I  won't  go  into,  but  you 
know  how  it  affected  us  all  not  only  in  the  grain  business,  but  I'm 
in  the  cattle  business  also.  I'm  not  here  to  represent  anybody,  but 
I  am  active  in  the  National  Cattlemen's  Association.  I'm  active 
in  the  Mississippi  Cattlemen's  Association;  I'm  director  of  the  Mar- 
shall County  Association;  I  belong  to  the  Farm  Bureau;  I  belong 
to  all  the  organizations  that  were  represented  here  this  morning, 
almost.  But  I'm  not  here  to  represent  anybody  except  a  group  of 
farmers  that  I  was  having  coffee  wdth  this  morning  at  Holly  Springs, 
and  I'm  here  because  they  said:  It  ain't  no  use  of  goin',  and  that's 
the  reason  I'm  here.  I'm  hard-headed;  I'm  the  hard-headest  of  the 
bunch  and  pretty  hard,  but  I  think  as  long  as  we  have  an  opportunity 
to  have  an  input  into  our  democratic  government,  I'm  going  to  be 
here.  I  don't  mean — republican  government,  too,  I'm  for  that,  also. 

Senator  Cochran.  That's  good.  I'm  glad  you  made  that  statement. 

Mr.  Egbert  Jones.  Absolutely.  You  have  some  very,  very  good 
friends  in  Holly  Springs  that  are  our  mutual  friends.  See,  I  got  so 
excited  I  forgot  what  I  was  going  to  tell  you. 

But  the  rescrach  has  been  mentioned  here,  and  we  all  knowr  that, 
it's  been  proven  to  us  just  recently,  this  space  business.  That  progress 
has  almost  been  proportioned  to  the  priority  of  the  money  put  into  it. 
Agriculture  can  be  the  same  thing.  As  I  offer  proof  of  that,  in  a 
meeting  down  at  the  PL  Plantation  a  Mr.  Minor  Grady  got  up  and 
made  the  statement  that  in  their  research  and  production  of  seed, 
they  had  a  cotton  crop  in  California  and  they  made  700  bales  of 
cotton  on  100  acres  of  ground.  And,  you  know,  nobody  said  anything. 
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I  was  the  only  dumb  one  in  the  crowd.  I  asked  him  to  repeat  that: 
What  did  you  say?  He  said  we  produced  700  bales  of  cotton  on  100 
acres,  and  they  had  proof  of  that.  But  you  know  I  told  this  story, 
I  believe  it  was  in  New  York,  at  a  cotton  meeting,  and  some  man 
sitting  there  grinning,  he  said,  "It's  a  fact;  I'll  testify.  I  almost  got 
sent  to  the  penitentiary  for  dealing  in  bootleg  cottonseed  concerning 
that  deal,  you  know."  It  was  good.  But  the  point  I'm  making,  l 
don't  think  they  have  reached  that  potential  since.  If  my  memory 
serves  me  correctly,  a  producer  on  1  acre  in  Mississippi  produces 
five  bales  to  the  acre.  Up  until  1966  in  our  county  ana  across  the 
Cotton  Belt,  the  production  of  cotton  was  going  up  steadily  until  it 
reached  some  peak,  and  it's  been  going  down  rather  steadily.  Nobody 
has  maintained  the  average  that  we  had  during  the  middle  sixties. 

The  Government  hasn't  been  all  of  our  problem.  I  understand  that, 
but  they  have  certainly  been  a  leader  in  our  problem.  And,  you  know, 
it  reminds  me  of  a  situation  down  on  the  farm  there  where  me  and  the 
hired  hand  were  back  behind  the  barn  there,  and  we  said  it  just 
looked  like  we  got  to  have  some  new  blood  in  our  cattle  business, 
you  know.  So  we  discussed  that,  and  I  sent  him  away  to  buy  a  bull, 
and  he  came  back  and  told  me  what  a  fine  bull  this  was,  you  know, 
and  he  was  going  to  be  delivered  tomorrow. 

I  could  hear  the  oldest  bull  in  the  pasture  saying,  "Well,  I've  got  a 
hundred  cows  and  heifers,  and  I'm  not  sharing  any  cows  or  heifers 
with  any  new  bull."  And  we  called  that  bull  Politician.  And  the  mid- 
dle-sized bull  there,  we  call  him  Businessman.  He  says,  "I've  got 
50  cows  and  heifers  in  this  group,  and  I'm  not  sharing.  I  have  no 
intentions  of  sharing  anything  with  new  bulls,  new  ideas."  And 
there  was  a  younger  bull  there  that  kind  of  snorted  and  pranced  around 
there  a  little  bit,  and  he  says,  "Well,  I  don't  have  but  10  cows  and 
heifers,  and  I  don't  intend  to  share  a  bit." 

The  next  day  when  this  big  truck  rolled  in  here  with  this  big  snorting 
bull,  big  old  hump  on  his  back,  he  was  an  awesome  thing.  And  when 
he  came  down  that  runway,  we  decided  that  is  Big  Government. 
We'll  just  call  him  Big  Government.  He  ran  up  to  the  fence  and  he 
looked  over  this  herd  of  cattle  and  heifers  there,  you  know,  and  snort- 
ing and  throwing  dirt  up  in  the  air  and  throwing  dirt  clear  over  the 
fence,  holding  his  head  up  high,  you  know,  you  couldjust  tell  he 
was  really  making  plans  for  getting  into  this  program.  The  program 
looked  productive. 

This  big  old  bull,  you  know,  that  we  call  "Politician,"  he  said,  "You 
know,  he  looks  like  a  nice  fellow,  let's  kind  of  try  to  go  along  with 
him.  I'm  going  to  compromise,  and  I'll  share  my  cows  and  heifers 
with  him."  And  this  old  bull,  this  middle-sized  bull  says,  "You  know, 
he  really  ain't  so  bad.  I  think  I'll  reconsider,  and  I'll  compromise. 
I'll  share  my  cows  and  heifers  with  him." 

But  this  young,  little  old  bull  that  we  call  "Producer,"  he  ran  out 
there  snorting  and  throwing  dirt  up  in  the  air  and  tail  up  over  his 
back,  you  know,  and  the  big  bull  and  little  bull,  the  politician  and 
businessman,  told  him  to  come  back,  said  he'll  kill  you  if  you  try  to 
fight  him.  He  says,  "Hell,  I  ain't  going  to  fight  him,  I  just  want  him 
to  know  I'm  a  bull,  too."  And  that's  the  way  we  feel  sometimes  if  we 
don't  take  our  opportunities  to  put  some  input  into  our  Government. 
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I  tell  them  back  home  they  don't  have  a  right  to  stand  back  and  bitch 
if  they  don't  go  when  there  is  opportunity.  And  those  people  that 
wouldn't  go  and  wouldn't  come,  they're  the  people  that  I  represent 
today,  but  they're  in  trouble,  they're  in  bad  trouble.  We're  not  having 
this  meeting  because  everything  Is  running  smooth.  You  wouldn't 
have  had  to  come.  You  could  have  gone  fishing;  the  crappies  were 
biting  down  at  Sardis  and  Enid.  But  it's  a  serious  proposition  as  I, 
Congressman  Jones,  say,  you  know,  the  tractorcade  to  Washington. 
In  many  ways  it  was  not  the  right  thing,  but  you  had  a  group  of 
people  doing  something  they  knew  only  how  to  do.  He  told  them  to 
come  but  leave  the  tractors  at  home  next  time. 

But  the  American  farmer  Is  in  trouble,  and  he  does  need  help.  If 
you  don't  preserve  the  American  farmer  that  you  have  today,  and 
everybody  wall  tell  you  he's  the  best  in  the  world,  the  best  in  the  whole 
world.  If  you  don't  preserve  that  group  of  farmers,  there's  going  to  be 
another  crowd  doing  it.  And,  you  know,  sometimes  we  come  to  these 
meetings,  we  got  our  nice  little  clothes  on,  and  face  cleaned  up,  and 
saying,  things  pretty  good  at  home,  you  know.  We  don't  want  to 
tell  how  bad  it  is  at  home.  We  get  along  pretty  good,  we're  diversified. 
We  make  a  little  money  here  but  not  making  any  there,  but  the 
American  farmer  that  I  Know  is  in  trouble,  and  he's  got  to  have  help 
if  you're  going  to  preserve  him. 

Everybody  says  it's  the  greatest  industry  and  the  most  industry 
we're  the  most  dependent  upon.  I  hear  that  everywhere  I  go.  It  seems 
to  me  we've  got  to  have  our  priorities  in  that  order.  I  know  they  are 
with  you  two  gentlemen,  but  I'm  just  trying  to  help  you  give  support 
in  your  fight,  in  your  compromise  that's  got  to  go  on  in  Washington. 
And  that's  what  I  tell  my  people :  Don't  go,  we  got  to  help  our  repre- 
sentation. If  we  don't,  we  leave  them  out  there  in  the  battlefiela  by 
themselves,  and  we  know  that  you're  facing  a  real  battle^  too. 

I  hear  a  lot  of  people  say,  you  know,  that  the  farmer  is  doing  the 
best  he  can  and,  you  know,  I  guess  maybe  he  is.  He  tries  pretty 
hard;  he's  optimistic,  and  that's  the  reason  we're  all  farmers.  But 
with  free  opportunity  and  less  regulations,  the  American  farmer 
can  produce  the  food  and  fiber  needed  for  this  country's  domestic 
and  exports.  If  you  just  give  them — If  they  have  a  prospect  of  a  profit. 
You  know,  I  ve  taken  a  whole  lot  longer  than  I  intended  to.  I  know 
you  can't  convert  anybody  after  12  o'clock. 

You  know,  when  I  said  that  we're  doing  the  best  we  can,  it  reminds 
me  of  a  trip  that  I  was  on  over  in  Arkansas — maybe  some  of  these 
Arkansas  people  know  Henscratch  Mountain,  but  anyway  that's 
over  there  in  JBooneville,  Ark.  But  anyway  I  wras  over  there,  I  was 
judging  the  field  trout  over  there,  and  there  was  a  bunch  of  dog  trainers 
there — bird  dog  trainers,  but  they  brought  their  hound  dogs  with 
them.  They  wrere  arguing  as  to  wrhich  gave  the  better  race,  a  fox  or 
a  wolf.  And  over  there  on  Henscratch  Mountain  they  had  the  wolves, 
and  they  invited  me  to  go  with  them,  and  I  wouldn't  go  the  first 
night,  but  I  heard  so  much  conversation  about  that  that  I  wanted 
to  go,  so  I  went.  And  to  find  out  where  the  wolves  were,  they  would 
blow  this  siren,  and  the  wTolves  that  were  within  hearing  distance 
would  answer,  they'd  howl. 

Maybe  some  of  you  have  heard  dogs  howl  wrhen  you  blow  a  siren. 
But  anyway  these  wrolves  would  howl,  and  they'd  say,  no,  that's 
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not  the  one  we  want.  We're  looking  for  the  big  old  bad  wolf,  you 
know,  and  it  was  a  real  moonlight  night,  and  you  could  see  a  half 
a  mile  even,  you  know,  at  10  or  U  o'clock  at  nijrht  because  of  the 
moonlight.  And  so  they  heard  a  big  howling  over  the  hill  there,  yoli 
know,  and  they  turned  one  dog  loose.  They  called  him  the  striped 
dog.  They  said  that  he  could  really  go  get  'em,  you  know.  So  they  sent 
this  dog  over  the  lull  and  heard  a  terrible  racket,  and  this  striped 
dog  was  after  them.  lie  was  nipping  the  whole  bunch  of  wolves.  He 
brought  them  down  one  valley  and  earned  them  over  the  next  hill, 
you  know,  and  we  heard  a  terrible  racket  over  there,  excuse  me,  I'm 
getting  ahead  of  my  story.  But  as  he  was  running  these  wolves,  you 
know,  he  looked  like  he  really  had  them  on  the  go,  and  I  said,  "Looks 
like  to  me  he's  doing  mighty  well,"  and  this  man  that  owned  him  said, 
"Well,  he's  not  doing  as  good  as  he  can;  he's  not  doing  his  best." 
I  said,  "Looks  like  to  me  he's  doing  his  best,"  and  he  said,  aNo, 
he's  not  doing  his  best/'  But  as  they  went  over  the  hill,  all  the  racket 
and  the  yah-y^ah-yah-yah,  you  know,  this  striped  {log  came  back. 
anil  he  was  in  front  this  time,  and  these  other  wolves  just  right  behind 
him  with  all  the  racket  and  everything,  and  he  says,  "Now  he's 
doing  the  best  he  can,"  And  I  know  that  you,  Senator  Cochran,  and 
Representative  Jones,  are  doing  the  best  you  can  for  us,  and  I  believe 
you  really  have  the  interest  of  the  American  agriculture  of  Mississippi 
and  Tennessee,  primarily  a  farmer  at  heart.  And  me  and  the  folks 
I  can  influence  are  going  to  support  you,  and  do  the  best  you  can. 
Thank  you. 

Senator  Cochhan,  Thank  you  so  much,  I  really  appreciate  your 
staying  until  the  hearing  had  been  concluded  through  the  four  panels 
and  providing  the  committee  with  those  observations  and  comments. 
I  think  it  makes  us  feel  like  being  here  has  been  worthwhile,  too, 

I  know  that  all  of  the  witnesses  who  have  contributed  to  the  hearing 
today  have  had  something  special  to  say  and  in  their  own  special 
way  have  been  of  big  assistance  to  me  personally,  I  know,  and  to  the 
full  committee.  Thank  you  so  much. 

Are  there  any  others  who  want  to  make  any  comments  or  state- 
ments? Would  you  identify  yourself,  please,  for  the  committee. 

STATEMENT  OF  DELOSS  McKNIGHT,  WYNEE,  ARK. 

Mr.  McK night.  I'm  DeLoss  McKnight,  from  Wynne,  Ark.  I'm 
vice  chairman  of  the  American  Agricultural  Movement.  I'm  also  a 
delegate  to  the  American  Ag  Movement  national  office  in  Washington- 
Mr,  Meek  has  put  testimony  in  your  committee  on  behalf  of  our 
organization,  and  so  I'm  not  really  going  to  get  into  detail.  I  do  want 
to  say  that  we  stand  foursquare  behind  the  testimony  given  here  this 
morning  by  Mr,  Willis,  who  is  the  president  of  the  Tennessee  American 
Agricultural  Movement,  Having  worked  with  Tommy  for  the  last  3 
years,  I  can  assure  you  that  he  is  as  knowledgeable  an  individual  in 
relation  with  production  and  general  farming  practices  and  also  ex- 
tremely knowledgeable  about  the  Government  programs  and  our  agri- 
cultural law.  He  is  one  of  the  finest  individuals,  I  think,  in  this  country 
that's  involved  in  agriculture,  and  I  want  you  to  know  that  we  stand 
foursquare  behind  his  statements. 

Senator  Cochkan,  Thank  you  very  much. 
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Mr.  McKnight.  The  rice  provisions,  as  given  by  the  gentleman 
from  the  five  producing  areas  is  right  on  line.  They're  telling  you 
exactly  what  they  need,  and  we  feel  the  same  way.  Although  we're  a 
parity  organization,  we  realize  that  the  rice  industry,  while  some  call  it 
particular,  some  call  it  peculiar,  I  can  only  assure  you  that  the  rice 
marketing  is  a  very  fragile  thing,  and  it  does  need  this  target  price. 
If  we  don't  have  it,  it  wouldn't  be  at  all  unexpected  if  we  had  a  total 
disaster  and  eliminated  producers  that  we  couldn't  replace  over  a  long 
period  of  time  would  be  a  real  detriment  to  us. 

When  it  comes  to  soybeans,  we  feel  like  the  American  Soybean 
Association  is  making  a  real  effort  along  marketing  lines  and  a  real 
effort  along  study  and  research  which  we  feel  is  worthy.  We  think 
sometimes  there's  a  little  misnomer  about  it  being  voluntary  and 
totally  supported  by,  let's  say  Government  funds  or  tax  funds.  But 
let  me  say  this:  That  the  strike-offs  are  taxes  in  Arkansas.  It's  a  tax 
levied  on  us,  and  they  are  supported  by  taxes  in  Arkansas,  and  if  you 
want  to  not  participate  in  that,  you  have  to  make  an  active  effort  to 
get  your  money  back,  and  I  think  that's  true  in  most  States. 

We  feel  that  it  is  an  organization  composed  of  marketers  and  it  is 
an  organization  composed  of  producers  and  that  most  of  the  producers 
don't  get  involved  in  it  because  they're  just  not  knowledgeable  enough. 
We  feel  like  there's  more  input  perhaps  from  the  marketers  than  from 
the  producers,  and  we  don't  think  that  when  it  comes  to  talking  about 
the  loan  prices,  that  they're  speaking  for  the  producers.  While  I'm 
not  as  eloquent  as  my  friend  from  Mississippi,  I  can  assure  you  that 
the  redneck  farmers  in  Arkansas  and  Mississippi  don't  agree  with  the 
American  Soybean  Association  on  setting  the  loan  rate  at  any  $5.02. 
We  would  like  to  see  a  much  more  realistic  figure.  The  $9  billion  export 
should  have  been  $15  billion,  we  feel  like. 

Soybeans  are  more  scarce  at  the  present  time  than  they've  been 
in  the  history  of  the  world  and  much  more  scarce  than  they  were 
in  1973,  and  yet  you  see  the  price  is  not  even  at  $8  today.  We  would 
like  to  see  that  price  at  a  realistic  price,  one  that  would  assure  that 
these  farmers  stay  in  business.  Two  hundred  and  sixty  thousand, 
or  a  quarter  of  a  million,  farmers  went  out  of  business  last  year, 
and  it  wasn't  because  they're  not  good  farmers.  It's  just  because  they 
couldn't  stand  the  heat  any  longer,  and  they  just  had  to  quit.  They 
ran  out  of  assets. 

Senator  Cochran.  Let  me  ask  you  at  that  point  whether  increasing 
the  loan  rate,  say.  to  whatever  figure,  let's  say  $7,  would  it  make 
Brazilian  soybeans  more  attractive  in  Japan  than  American  soybeans, 
or  Korea? 

Mr.  McKnight.  Let's  say  that  in  1973  they  paid  as  much  as  $12 
a  bushel  for  them  and  bought  all  they  could  get,  and  the  dollar  then 
was  a  whole  lot  bigger  than  it  is  now.  The  reason  we've  got  this 
competition  down  there  is  not  because  of  the  price  of  American 
soybeans.  What  we've  got  that  competition  from  is  these  stupid 
embargoes. 

Senator  Cochran.  That  was  a  mistake. 

Mr.  McKnight.  That  was  a  tragedy. 

Senator  Cochran.  No  question  about  that. 

Mr.  McKnight.  And  if  you  think  that  you're  going  to  hurt  someone 
by  an  embargo,  you're  right.  You're  going  to  hurt  the  American 
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farmer.  You're  going  to  kill  him.  They  killed  us  with  President 
Ford's  embargo 

Senator  Cochran.  Back  to  my  question,  I  agree  with  that.  Nobody 
disagrees  with  that.  On  the  question  of 

Mr.  McKnight.  I  don't  think  it  will  affect  them,  sir. 

Senator  Cochran.  OK. 

Mr.  McKnight.  I  don't  think  so.  I  think  that  they're  going  to 
take  all  of  our  soybeans  that  we  can  raise  and  all  they  can  raise  in 
Brazil  and  wish  they  had  some  more.  I  really  do.  I  think  the  market 
is  coming.  The  people  are  wanting  high  protein  feed,  they're  wanting 
meat,  and  this  is  the  way  you  get  it. 

Senator  Cochran.  Thank  you. 

Mr.  McKnight.  Thank  you,  sir,  for  your  time.  I  would  love  to 
see  the  Congressmen  hold  more  of  these  hearings  out  in  the  cafes. 
I  could  get  you  a  whole  lot  bigger  crowd  at  the  cafe.  Thank  you  so 
much  for  coming. 

Senator  Cochran.  We  do  that,  too 

Mr.  McKnight.  Yes,  sir,  I  know  you  do. 

Senator  Cochran.  Thank  you  so  much  for  being  here.  Are  there 
any  others  who  would  like  to  make  any  statements  or  comments? 

Mr.  Beverly.  Senator,  may  I  say  one  more  thing? 

Senator  Cochran.  Yes,  sir.  Let  the  reporter  have  just  a  second 
to  add  some  more  paper  to  the  machine. 

Mr.  Beverly.  Realizing  it  is  after  12  o'clock  and  you  don't  convert 
anyone,  I  note  there's  been  a  good  bit  said  about  conservation  and 
silting  in  and  run-off  water  to  cause  the  destruction  of  the  land,  and 
so  forth,  but  in  our  haste,  our  urgent  need  to  do  something  about  it, 
let's  not  saddle  the  American  farmer  with  a  lot  of  burdensome  regu- 
lations. I  don't  believe  there's  any  farmer  active  today  that  doesn't 
realize  this  erosion  is  taking  place,  and  he  doesn't  want  it  to  continue 
any  more  than  any  other  person  in  the  United  States  or  any  group  that 
might  say,  we're  losing  our  land,  our  heritage  is  going  to  be  gone — if 
we  want  to  leave  it  to  our  people  who  follow  us,  our  famines  that 
might  continue  this.  But  don't  saddle  him  with  the  responsibility  of 
maintaining  and  keeping  up  with  all  these  regulations  going  on. 

We  can  best  help  ourselves,  I  think,  by  improving  the  farmer's 
lot — as  has  been  mentioned  here,  these  target  prices  and  other  means 
of  maintaining  our  income  at  a  level  that  we  might  have  a  little 
spendable  income  that  can  be  ploughed  back  into  the  land.  I  believe 
that  the  American  farmer  has  the  ability  and  the  willingness  to 
protect  this  land,  but  he  has  just  run  out  of  funds.  He  has  to  nave  his 
priorities  where  they  pay  off  in  immediate  cash  rather  than  something 
down  the  road.  He  just  has  to  put  things  in  order,  and  I  just  wanted  to 
say  that,  that  I  believe  that  we  want  to  be  sure  that  we  don't  put  too 
many  regulations  and  to  many  requirements  to  comply  with  tnis  and 
that  in  order  to  get  a  benefit. 

Senator  Cochran.  I  think  that's  very  helpful. 

Mr.  Beverly.  A  good  many  regulations  are  necessary,  but  we  can 
overburden  ourselves,  and  if  we  can  improve  our  lot  in  the  market- 

ftlace,  some  of  that  money  is  going  to  eo  back  into  maintenance  of  the 
arm  and  help  a  certain  total.  Thank  you. 

Senator  Cochran.  Thank  you,  Mr.  Beverlv.  I  think  those  ob- 
servations are  certainly  well  taken,  well  made.  Yes,  sir?  Tommy 
Willis  again. 
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uwl*air*r;ifi  \tu\>i%tf*  <A  Vrmp^r&ry  market  in. balance  is  both  desirable  and  neees- 
Mtj^/  fo*  thf:  L'.H.  t/^  capitalize  ^r.  our  export  potential  and  the  investment*  which 
f;.-;.  farmer*,  ar./'i  agri-6'iAir.e?«  finria  have  made.  Such  a  program  b  not  an  expecpe, 
ft  ix  an  inveatment. 


HrATr.MKNT  or   J  jr.   A.   L.   'Rorj   Frederick,  Professor  of  Agbjcitltubal 
Kconotttcn  and   Kxtknsio.v  Economist,   Usa versitt  of  Nebraska-Lixoolk 

Henat/ir  'farihaky,  my  name  i*  Roy  Frederick.  I  am  an  agricultural  economist 
at  the  L" n iveraity  of  S'ehra>,ka-Lincoln.  My  professional  interest  is  in  public 
policy  a>.  it  T*:\stU:H  to  agriculture.  My  remarks  here  will  focus  on  the  commodity 
oro vision h  of  the  1981  "farm  bill/'  especially  on  provisions  for  grains  grown  in 
Nebranka. 

lirnt,  i*rhtij>H  we  ought  to  reflect  on  an  obvious  question:  "Are  the  federal 
government.'**  tv/rnmodity  f*rr;gramH  still  useful?"  My  answer  is  "yes,"  with  some 
qualification}*.  The  rnoKt.  .significant  qualifier  is  that  it  is  imperative  that  commodity 
programn  keep  pace  with  the  realities  of  modern  agriculture.  If  this  doesn't  happen, 
program  results  may  be  much  different  from  those  intended  by  policymakers. 


A  BIT  OF  HISTORY 

Farm  commodity  programs  originated  in  the  1930' 8  out  of  concern  that  the 
farm  population  was  economically  disadvantaged  relative  to  the  nonfarm  popula- 
tion. That  concern,  more  than  any  other,  has  been  the  basis  for  farm  programs  to 
this  day.  Over  the  years  there  has  been  considerable  validity  to  this  concern: 
With  the  exception  of  1973  and  1979,  per  capita  income  of  the  farm  population 
h/iM  consistently  lugged  behind  the  nonfarm  population. 

Then*  have  been,  however,  improvements  over  time.  In  1934,  farm  income  was 
only  one-third  of  nonfarm  income  when  measured  on  a  per  capita  basis.  From  the 
end  of  World  War  II  to  the  mid  1960s,  farm-nonfarm  income  ratios  generally 
ruiigrd  between  50  and  (>0  percent.  In  1966,  the  latio  reached  70  percent.  And 
since  1973,  when  the  high  of  110  percent  was  reached,  the  ratio  of  farm  to  nonfarm 
jmt  cniiita  disposable  incomes  has  been  at  78  percent  or  more.  In  short,  we  still 
liuveu  t  arrived  at  the  point  where  farm  incomes  are  consistently  as  high  as 
nonfarm  incomes,  but  improvements  have  been  made.  Moreover,  when  one  looks 
at  capital  gains  on  farm  real  estate  and  the  reduction  in  number  of  farmers  who 
are  in  the  federal  government's  official  jxwerty  category,  the  financial  well-being 
of  those  in  production  agriculture  also  looks  better. 

It's  impoitant  to  stress  that  my  discussion  heretofore  has  dwelt  on  averages. 
Any  overview  of  the  financial  condition  of  U.S.  farmers  almost  ceitainly  misses 
producers  with  particular  problems.  Farmers'  income  problems  may  vary  by 
commodity  mix,  geographic  region,  size  of  business,  and  operator  age.  And  even 
within  those  categories  identified  as  most  likely  to  have  problems,  not  all  farmers 
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will  be  affected.  I'll  return  to  problems  of  individual  farmers  later!  bus  now  X 
want  to  turn  to  what  I  see  as  the  three  most  important  and  pervasive  problems  of 
American  agriculture. 

Instability  of  Incomes:  Between  1973  and  1979  (the  latest  year  for  which  data 
are  available),  national  net  farm  income  ranged  from  $17.8  billion  to  $33.3  billion. 
Income  declined  for  four  straight  years  after  the  record  high  in  1973  before  re- 
bounding iu  1978  and  1979.  But  1980,  unfortunately,  continued  the  zig-zag  pattern 
with  neb  income  off  around  $8  billion  from  1979's  $31  billion. 

The  events  of  the  last  few  years  portray  dramatically  the  income  variability 
between  sectors  of  agriculture.  The  period  fiom  1972-75  was  generally  a  good  one 
for  grain  pioducers.  But  at  the  same  time  cattlemen  were  incurring  substantial 
losses  through  a  combination  of  high  feed  costs,  large  numbers  of  cattle  to  be 
marketed  and  resulting  low  prices.  By  1976  and  1977,  hog  and  cattle  producers 
and  dairymen  were  doing  much  better  because  of  increased  livestock  product 
pi  ices  and  lower  feed  costs.  Crop  producers,  in  contrast,  were  caught  in  a  severe 
cost-price  squeeze  brought  on  by  the  inflated  cost  of  inputs,  falling  grain  prices, 
rising  land  costs,  and  sometimes  low  yields  caused  by  bad  weather.  The  pattern 
flip-flopped  again  in  1978-79  as  grain  producers  did  better  than  livestock 
produceis. 

Last  year  (1980),  unfortunately,  was  a  downer  for  nearly  everyone  as  crop 
yields  fell  and  livestock  producers  were  forced  to  pay  higher  prices  for  feed.  A  year 
such  as  the  one  just  past  is  an  indication  of  the  challenges  faced  by  individual 
producers  each  season.  There  are  concerns  about  the  weather,  pests  and  other 
production  factors.  Later,  producers  must  worry  about  the  market.  Commodity 
prices  may  be  up,  but  because  Mother  Nature  failed  to  cooperate,  there  is  little 
to  sell.  Or  there  may  be  plenty  to  sell  but  at  a  low  price. 

Ability  to  Service  Debt:  The  ability  to  service  debt  is  crucial  to  the  future 
production  of  food.  It  is  the  essence  of  being  able  to  stay  in  business  for  many 
farmers  and  the  chief  hurdle  for  young  persons  who  seek  to  enter  farming. 

Total  U.S.  farm  debt  stood  at  $146  billion  on  January  1,  1980,  an  increase  of 
nearly  $100  billion  during  the  decade  of  the  1970s.  Total  assets  were  $821  billion 
on  the  same  date.  As  such,  the  agricultural  industry  as  a  whole  continues  to  have 
a  highly  favorable  debt-to-asset  latio  of  about  18  percent. 

This  average,  however,  hides  the  wide  divergence  among  farms.  Many  be- 
ginning or  expanding  farmers  have  a  high  debt-to-asset  ratio.  Where  debt  is 
high,  interest  costs  become  a  significant  part  of  production  expenses.  In  such 
situations,  cash  net  farm  income  may  fall  short  of  being  able  to  cover  living 
expenses,  debt  principal  repayment,  and  net  new  investment.  In  general,  large 
debts  also  leave  little  margin  for  en  or — either  in  production  or  prices.  The  relation- 
ship between  net  farm  income  and  debt  commitments  has  been  one  of  the  danger 
signals  of  the  past-  few  years. 

Inflation:  During  periods  of  inflation,  money  tends  to  flow  toward  fixed,  tan- 
gible assets.  Productive  agricultural  land  is  a  prime  example.  For  established 
landowners,  inflation-generated  boosts  in  land  prices  may  be  quite  desirable. 
But  for  those  just  beginning  to  farm  it  is  a  much  different  story,  as  they  face  huge 
investments  in  land. 

Also,  the  structure  of  industries  supplying  inputs  to  production  agriculture  is 
imperfectly  competitive;  input  suppliers  are  better  able  to  keep  their  prices  in 
step  with  inflation.  The  farm  sector  has  a  competitive  structure  of  many  individual 
units,  and,  therefore,  farm  commodity  prices  are  determined  in  the  short  run 
without  regard  to  current  inflationary  trends. 

The  result  is  that  during  inflationary  periods  farmers  can  find  themselves  in 
a  cost-price  squeeze,  but  at  the  same  time  entry  costs  continue  to  increase.  A 
long-standing  but  ever-increasing  problem  for  beginning  farmers  is  to  survive 
the  liquidity  crisis  in  their  early  years  of  farming. 

As  I  suggested  earlier,  there  are  differences  in  the  degree  to  which  individual 
farmers  are  subjected  to  the  three  general  problems  I  identified.  One  of  these 
differences  relates  to  commodity  mix.  Milk  producers,  for  example,  have  been 
protected  by  relatively  higher  price  supports  than  grain  producers,  and  cattle 
and  swine  producers  have  had  no  price  supports  at  alL  In  other  parts  of  the 
country,  commodities  such  as  broilers  and  fruits  and  vegetables  are  grown  with 
production  contracts  which  guarantee  a  certain  price  to  producers.  The  effect 
is  to  minimize  any  safeguards  needed  from  the  federal  government. 

With  regard  to  farm  size,  the  need  for  farm  price  and  income  support  programs 
may  vary  considerably.  The  largest  operations  may  be  viable  without  these 
programs,  especially  if  they  have  little  debt.  And  with  the  era  of  chronic  grain 
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surpluses  apparently  behind  us,  there  is  probably  not  much  need  to  bring  these 
farms  into  programs  as  a  means  of  controlling  supplies. 

The  smallest  farms,  on  the  other  hand,  do  not  benefit  much  from  program 
benefits  tied  to  volume  of  commodities  produced.  Where  these  farms  are  intended 
to  be  only  part-time  or  "hobby"  operations,  this  is  of  no  great  concern.  But  where 
small,  part-time  farmers  are  trying  to  move  into  full-time,  commercial  operations, 
the  need  for  government  programs  may  be  acute.  Many  medium-sized  farms 
(roughly,  those  with  gross  sales  of  $40,000 — $100,000  annually)  also  need  the 
protection  offered  by  government  programs.  The  continuing  challenge,  however, 
is  to  design  programs  that  really  help  those  in  need  without,  at  the  same  timet 
pushing  up  land  and  other  farm  input  prices  because  well-established  farm  opera- 
tions have  been  able  to  use  the  government's  programs  to  their  own  advantage. 

Younger  farmers  tend  to  have  a  higher  debt-asset  ratio  than  older,  more  estab- 
lished farmers.  Thus,  the  younger  group  may  have  more  cash  flow  problems. 
A  common  paradox  in  commercial  agriculture  is  that  those  nearing  retirement  are 
most  able  financially  to  expand  their  operations;  those  who  are  relatively  young 
and  desire  to  expand  are  least  able  to  do  so.  As  long  as  there  are  capital  gains  on 
assets  in  agriculture,  the  divergence  in  financial  capabilities  of  those  starting 
in  farming  and  those  already  established  is  expected  to  remain  a  major  problem. 

THE  FUTURE 

The  primary  reason  for  continuing  commodity  programs  is  to  reduce  variation 
in  farm  commodity  prices  and  incomes  and,  not  incidentally,  food  supplies  and 
prices.  Because  farmers  depend  so  much  on  weather,  supplies  of  farm  commodities 
will  continue  to  be  variable  in  the  future  as  they  have  been  in  the  past.  And  as 
an  increasing  share  of  farm  output  is  exported,  instability  in  demand  will  com- 
pound instability  in  production.  Government  programs  can  reduce  the  extremes 
of  what  would  otherwise  be  a  boom  or  bust  environment  for  grain  producers. 
However,  I  believe  it  is  fair  to  say  that  most  farmers  do  not  want  complete  sta- 
bility; i.e.,  they  want  the  market  system  to  work.  Nor  do  I  believe  that  total 
stability  would  be  in  the  interest  of  consumers,  because  without  some  instability, 
their  own  preferences  could  not  be  reflected  through  the  market  place  to  producers. 

If  the  government  concentrates  on  moderating  price  instability,  this  will  improve 
farmers'  ability  to  service  debt.  So  will  disaster  protection  plans  and  special 
loan  piogiams  for  ceitain  categories  of  farmers.  By  themselves,  however,  they 
are  not  the  total  answer  to  what  has  become  a  seiious  problem  for  many  farmers. 

The  ability  to  service  debt  in  simplest  terms  can  be  reduced  to  a  matter  of 
generating  adequate  income.  In  part,  debt  servicing  is  a  function  of  personal 
management — an  individual  farmer's  production  efficiency,  marketing  astuteness, 
and  caieful  financial  planning.  But  the  public  sector  may  also  have  a  hand  in 
a  farmer's  ability  to  service  debt  in  a  way  unlike  that  suggested  above.  Inflation- 
generated  increases  in  land  prices  and  other  farm  input  costs  are  part  of  the 
problem.  So  are  government  policies  which  foster  high  inteiest  rates. 

I  doubt  that  ''high"  price  and  income  supports  would  do  much  for  the  debt 
servicing  problem  because  these  benefits  would  quickly  be  passed  through  to 
the  cost  of  farm  inputs.  Those  who  alieady  conti oiled  substantial  production 
assets  would  gain  relative  to  those  who  were  either  beginning  farmers  or  attempt- 
ing to  expand  their  operations.  I  do,  however,  urge  the  Congress  to  continue  to 
provide  a  means  to  reduce  the  impact  of  sharp  production  and  price  fluctuations. 

Inflation  is  obviously  a  problem  throughout  the  general  economy,  but  there 
are  a  couple  of  specific  implications  for  agriculture.  The  first  is  that  I  believe 
a  reduction  in  nflation  would  benefit  farmers  as  much  or  more  than  anything 
that  might  be  forthcoming  in  the  1981  farm  bill.  The  other  is  that  I  believe 
farmers  are  willing  to  do  their  fair  share  to  try  to  bring  inflation  under  control — 
but  they  don't  believe  (and  I  agree  with  them)  that  they  should  have  to  sacrifice 
more  than  other  sectors  of  the  economy.  I  trust  that  the  new  legislation  will 
reflect  this. 

SOME   SPECIFICS 

I  urge  the  Congress  to  model  the  commodity  provisions  of  the  1981  bill  on 
those  contained  in  the  Food  and  Agricultuie  Act  of  1977.  I  refer  here  primarily 
to  wheat,  feed  grains  and  soybeans.  There  aie  six  specific  provisions  on  which 
I  will  make  brief  comments:  (1)  nonrecourse  loan  levels;  (2)  target  prices;  (3) 
farmer-owned  grain  reserve;  (4)  disaster  protection;  (5)  payment  limitations; 
and  (6)  set-as.de  provisions. 
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Nonrecourse  loan  levels  should  be  set  as  high  as  possible  but  still  allow  the  mai^ 
ket  to  function;  i.e.,  the  federal  government  should  not  be  forced  to  assume  inven- 
tories of  massive  amounts  of  grain  and  soybeans  because  Joan  levels  axe 
consistently  being  set  too  high.  Loan  levels  for  various  commodities  should  be 
such  that  these  levels  take  into  account  the  possibility  of  substitutions  among 
the  commodities.  I  would  discourage  setting  loan  levels  on  the  basis  of  production 
costs  because  of  the  false  signals  it  may  send  foi  allocation  of  inputs  into 
agriculture. 

Target  prices  and  the  resulting  possibility  of  deficiency  payments  are  a  better 
means  of  providing  some  income  stability  to  agriculture  than  raising  nonrecourse 
loans  above  market-clearing  levels — at  least  from  an  economist's  view  point. 
Abandonment  of  the  taiget  price  mechanism  would  of  course,  reduce  direct, 
payments  from  the  Treasury.  But  deficiency  payments  are  still  more  efficient 
than  having  the  fedeial  government  paying  massive  storage  and  inteiest  costs 
on  grain  held  in  storage  above  market  clearing  levels,  to  say  nothing  of  higher 
food  costs  for  consumers. 

Target  prices  can  be  tied  at  least  loosely  to  production  costs,  but  the  nonland 
poi  tion  of  production  costs  needs  to  be  updated  on  a  timely  basis.  The  formula 
used  in  the  1077  bill  is  not  effective  because  o  yield  variations  which  cause  costs 
on  a  bushel  basis  to  vary  consideiably.  Moreover,  current  costs,  not  those  that 
are  2-3  years  old,  are  needed  in  inflationary  periods.  If  the  full  market-value 
of  land  is  included  and  target  prices  adjusted  accoidingly,  it  would  likely  start 
a  land  price-target  price  spiral  that  could  not  be  maintained. 

The  farmer-owned  grain  reserve  has  been  generally  well  received  among  farmers 
but  it  has  suffered  some  growing  pains  with  frequent  changes  in  operating  details. 
The  gap  between  release  and  call  levels  has  probably  not  been  high  enough — 
reserves  should  begin  to  come  back  on  the  market  before  the  call  level  is  increased. 
There  is  a  question  of  how  much  incentive  (storage  and  interest  payments) 
is  required  to  gain  farmer  paiticipation  in  the  reseive.  It  appears,  furthermore, 
that  release  and  call  prices  are  out  of  balance  between  wheat  and  corn.  At  present, 
the  wheat  call  price  exceeds  the  corn  call  rice  by  70  percent — much  more  than 
the  difference  between  the  two  commodities  in  feeding  value,  cost  of  production, 
loan  rate,  and  target  price. 

The  disaster  protection  program  in  the  1977  program  has  been  replaced  by  a 
broadly  expanded  Federal  Crop  Insurance  program  as  the  result  of  new  legislation 
passed  last  year.  Since  the  new  program  is  already  in  place,  no  further  comments 
seem  necessary. 

Payment  limitations  currently  affect  only  a  relative  handful  of  farms  because 
they  are  set  at  $50,000  annually.  With  the  individual  farm  limit  at  this  level, 
cost  savings  to  the  government  are  minimal  and  few  farms  are  discouraged  from 
participating  in  farm  piogiams.  A  reduction  in  payment  limits  would  tend  to 
tilt  government  program  benefits  more  to  small-  and  medium-size  farms. 

Finally,  the  set-aside  and  paid  diversion  authority  in  the  1977  legislation 
should  be  retained  in  1981.  Though  it  seems  less  likely  than  in  the  past,  there 
is  always  the  possibility  that  production  will  need  to  be  reduced  for  a  year  or 
two  to  bring  supplies  in  line  with  demand.  Some  fine  tuning  of  the  set-aside 
provision  seems  desirable,  however — in  particular,  the  elimination  of  the 
''allocation  factor"  and  a  redefinition  of  how  the  set-aside  is  computed  to  make 
it  less  confusing  for  producers. 

[The  following  material  was  submitted  by  Jerry  Carpenter,  see 
p.  31  for  his  oral  presentation.] 

Resolutions  Adopted  bt  the  Nebraska  Corn   Growers  Abrogation  at 
Their  Eighth  Annual  Meeting,  Jan.  15  6  16,  1981 

(1)  WHEREAS  the  Ameiican  corn  farmer  is  highly  dependent  upon  the 
foreign  export  market  to  receive  a  fair  price  for  his  product;  Be  it  Resolved,  That 
the  Nebraska  Corn  Growers  strongly  urge  Congress  to  establish  provisions  for 
a  CCC  revolving  fund  in  the  1981  farm  bill.  That  the  revolving  fund  should  initially 
be  established  at  no  less  than  $2.5  billion  and  should  be  aval  able  for  making 
direct  export  loans  under  G.S.M.-201  and  G.S.M.-301  programs.  Repayment 
from  outstanding  loans,  including  interest,  should  revert  to  the  fund  for  making 
subsequent  loans. 
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%  Whereas  we,  the  Nebraska  Corn  Growers,  recognise  and  understand  the 
urjeer.c  need  for  effective,  .sensible,  and  adequate  legislation  governing  the  uft 
of  Ner,ra>.ka's  mo-t  valuable  and  es-^ntial  natural  resource,  water;  Be  it  Remked: 
That  ar.y  new  legislation  that  is  inacted  be  acceptable  and  compatible  to  aD 
the  farmer  s  of  Nebraska  fctate-wide. 

r3;  Be  it  Revoked,  That  the  Nebraska  Corn  Growers  Association  supports 
the  Nebraska  Grain  Sorghum  Association  in  their  efforts  to  establish  a  check-off 

program. 

(4/  Whereas  the  Nebraska  Corn  Grower^  believe  in  the  free-market  system 
in  the  marketing  of  agricultural  commodities;  Be  it  Rtsolrcd  that  the 
Nebraska  Corn  Growers  publicly  oppo.se  all  efforts  to  establish  a  national  gram 
board  or  any  other  program  that  would  interfere  with  the  free  and  uninhibited 
marketing  system  of  our  product. 

(fj)  WherV-as  the  Nebraska  Corn  Development,  Utilization  and  Marketing 
Board  has  made  it  po**-ible  for -the  Nebraska  Corn  producer  to  collectively  pro- 
mote his  product  for  long-term  price  improvement;  Be  it  Resolved  that 
we  commend  Governor  Thone  foi  his  thoughtful  and  considered  appointments 
to  this  board.  We  also  recommend  consideration  be  given  in  making  such  appoint- 
ment k  to  maintaining  continuity  on  said  Board,  with  imput  provided  by  Nebraska 
Corn  Growers  Assocation. 

ii\)  Whereas  the  Nebraska  Corn  Growers  Association  recognises  the  importance 
of  the  agricultural  alcohol  industry  in  the  utilization  of  our  product  and  its 
potential  of  severing  our  dependence  upon  foreign  oil  imports:  Be  it  Rcwhmd. 
That  the  Nebraska  Corn  Growers  Association  heartily  suppoits  the  efforts  of 
those  involved  in  the  development  of  domestic  alcohol  producing  plants;  Be 
it  also  Resolved,  That  we  encourage  the  use  and  study  of  Gasohol  and  straight 
alcohol  fuels. 

(7)  Whereas  bilateral,  goveinment-to-government,  trade  agreements  do  not 
generate  additional  grain  sales  at  competitive  prices;  Be  it  Resolved,  That  we, 
the  Nebiaska  Corn  Growers  Association,  urge  the  Federal  Government  to  cease 
any  further  bilateral  agreements  and  if  any  are  ever  consumated,  that  the  people 
be  given  the  opportunity  to  nullify  or  acquiesce  by  a  majority  vote  of  their 
elected  representatives  in  the  House  of  Representatives  and  the  U.S.  Senate. 

(8)  Whereas  the  Nebraska  Corn  Growers  Association  recognizes  that  corn- 
derived  sweeteners  are  an  important  consumer  use  of  our  product;  Be  it  Rsso'ved, 
That  the  Nebraska  Corn  Growers  Association  strongly  support  the  promotion 
and  increased  usage  of  these  sweeteners  by  the  food  industry  and  the  American 
consumer. 

(9)  Whereas  the  Nebraska  Corn  Growers  Association  recognizes  the  need  for 
producing  and  marketing  clean  grain  and  also  recognizes  the  need  and  beneficial 
role  of  the  Environmental  Protective  Agency;  Be  it  Resolved,  That  the  Nebraska 
Corn  Growers  Association  cautions  the  E.P.A.  that  care  and  common  sense  must 
be  used  to  avoid  issuing  unwarranted  and  unneeded  regulations  that  preclude 
practical,  economical  farming  practices. 

(10)  Whereas  the  objectives  of  government  initiated  grain  embargoes  have 
never  been  accomplished,  while  the  grain  producer  has  suffered  the  consequences 
of  lower  prices,  restrictive  markets,  and  loss  of  reputation  as  a  dependable  sup- 
plier; Be  it  Resolved,  That  the  Nebraska  Corn  Grower  Association  urge  the 
Administration  and  the  U.S.  Congress  to  seek  other,  more  effective,  means  of 
implementing  foreign  policy,  but  if  they  do  embargo  our  product,  or  other  farm 
product,  that  sufficient  and  adequate  programs  and  policies  be  initiated  to  protect 
producers  and  agri-business  from  the  adverse  financial  impact  of  any  future 
embargo. 

(11)  Whereas  the  Nebraska  Corn  Growers  Association  recognizes  the  impor- 
tance of  PL  480  as  both  a  hunger  relief  program  and  a  market  development  tool, 
and  that  funding  for  this  program  has  not  kept  pace  with  inflation;  Be  it  Resolved, 
That  the  Nebraska  Corn  Growers  Association  urges  Congress  to  assure  that  the 
annual  funding  for  the  PL  480  Program  be  such  that  increases  in  commodity 
prices  and  ocean  shipping  charges  be  taken  into  account  so  the  tonnage  exported 
under  PL  480  can  be  increased  or  at  least  be  maintained  at  present  levels. 

(12)  Whereas  the  Nebraska  Corn  Growers  recognizes  the  need  for  market 
development  work;  Be  it  Resolved,  That  we  encourage  the  Nebraska  Coin  Develop- 
ment, Utilizations  and  marketing  board  continue  to  support  to  the  U.S.  Feed 
Grain  Council. 

(13)  Be  it  Resolved,  That  the  Nebiaska  Corn  Growers  Association  favors  that 
whenever  a  new  farm  program  is  announced,  farmers  should  have  the  option  to 
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revise  their  Normal  Crop  Acres  to  coincide  with  changes  taken  plaee  due  4* 
good  farming  practices  initiated  since  the  last  base  period. 

(14)  Whereas  we,  the  Nebraska  Corn  Growers  Association,  recognise  thai 
competitive  pricing  can  only  be  achieved  through  uniform  standards,  understood 
by  the  farmer  and  adhered  to  by  the  purchaser;  Be  it  Resolved,  That  we  endorse 
the  present  set  standard  for  No.  2  Corn.  We  oppose  any  discounts  that  alter 
these  standards. 

(15)  Whereas  we  believe  that  the  family  farm  is  the  keystone  of  American 
agriculture  and  that  present  tax  laws  inhibit  continuance  of  the  family  farm;  Be 
it  Resolved,  That  the  Nebraska  Corn  Growers  Association  favors  new  legislation 
that  supports  a  reasonable  tax  on  the  transfer  of  the  family  farm  within  the 
family. 

(16)  Whereas  the  independent  farmer  has  always  provided  for  his  own  retire- 
ment and  health  care;  Be  it  Resolved,  That  the  Nebraska  Corn  Growers  Association 
encourages  new  tax  legislation  that  allows  medical  insurance  premiums  be  classi- 
fied as  a  deduction  for  Adjusted  Gross  Income  exactly  as  these  premiums  are 
allowed  in  industry.  Also,  we  encourage  raising  the  dollar  limitation  of  savings 
that  the  individual,  self-employed  farmer  can  deposit  to  his  personal  retirement 
plan,  at  least  to  a  level  equal  to  the  employed  person. 

(17)  Be  it  Resolved,  That  the  Nebraska  Corn  Growers  encourages  the  Nebraska 
Legislature  to  support  the  Agricultural  Research  efforts  of  the  University  of 
Nebraska  at  levels  that  will  insure  that  the  Nebraska  corn  producer  is  competitive 
as  to  cost-of-production  and  that  the  ever  growing  demand  for  good  in  our  own 
country  and  world  wide  is  met. 

(18)  Whereas  the  Institute  of  Agriculture  and  Natural  Resources  of  the 
University  of  Nebraska-Lincoln  has  been  the  flagship  for  agricultural  research  and 
assistance  to  the  corn  grower  for  more  than  100  years,  and  due  to  the  restriction 
of  funds;  Be  it  Resolved,  That  the  Nebraska  Corn  Growers  recommend  that  all 
tax-generated  funds  for  agricultural  research  be  chanelled  through  the  proven, 
able  leadership  of  the  Institute  of  Agriculture  of  Natural  Resources,  of  the  Uni- 
versity of  Nebraska-Lincoln. 

(19)  Whereas,  the  United  States  Department  of  Agriculture's  present  policy 
concerning  public  patents,  licensing  arrangements,  etc.,  present  a  constraint  in 
the  adoption  of  inventions  from  the  Northern  Regional  Research  Center,  Peoria, 
Illinois  and  other  USDA  Research  Centers.  Commercial  firms  are  now  hesitant  to 
adopt  an  invention  for  commercialization  if  they  do  not  have  some  assurance  that 
their  investments  are  protected  through  exclusive  licensing  arrangements  or  patent 
assignments;  Be  it  Resolved.  That  the  Nebraska  Corn  Growers  Association  en- 
courages Congress  or  the  Administration  to  reverse  the  present  patent  policy 
thereby  speeding  adoption  of  new  inventions  from  the  USDA's  research  programs, 
and  this  new  policy  would  also  provide  an  avenue  for  royalty  payments  to  the 
originating  agencies  which  would  partially  solve  some  of  the  current  funding 
problems  they  are  now  experiencing. 

(20)  Whereas  livestock  is  very  important  to  corn  producers:  Be  it  fieaofoed.  That 
the  Nebraska  Corn  Growers  Association  supports  the  Old  West  Regional  Veteri- 
nary College  plan  for  the  University  of  Nebraska-Lincoln. 


Statement  of  Earl  L.  Strong,  President,  Nebraska  Feed  Grain  Growers 

Association 

Mr.  Chairman  and  members  of  the  committee:  We  welcome  the  opportunity  to 
present  our  views  on  the  new  farm  bill.  We  need  price  support  legislation  because 
the  weather  determines  the  price  of  feed  grains  more  than  any  other  single  factor. 
Last  year  we  had  a  short  crop  and  the  price  of  corn  is  still  only  equal  to  the  cost  of 
production.  A  series  of  good  crop  years  without  price  protection  would  be  dis- 
astrous. 

We  ask  that  the  new  bill  set  the  loan  price  at  a  percent  of  parity.  In  1977  the 
loan  price  for  corn  was  set  at  $2.00  per  bu.  That  was  60  percent  of  parity  then  and 
about  equal  to  the  cost  of  production.  Today  the  loan  price  is  $2.25  per  bu.  while 
the  cost  of  production  and  60  percent  of  parity  is  $3.00  per  bu.  If  the  loan  price 
had  been  set  at  60  percent  of  parity  rather  than  $2.00  for  corn  in  1977,  the  farmer 
would  not  be  in  the  financial  trouble  he  is  today. 

We  need  a  farm  program  that  will  stablize  grain  prices  at  a  reasonable  level 
and  still  not  cost  a  lot  of  money.  This  can  be  accomplished;  in  part  at  least,  by 
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v:*'.  „*-..*  r*-*r-.*~.  i-.rr.^t^  --e  ir.-:  -*xprrt  -^is.  3-  Flrrr.ir.ite  targe?  price  and 
it*  :  >.':.•  *ajr*  :*v*r-i'. :..  4.  Rr^-ir*  the  :?ecretar7  -.:■  estacliah  a  set-aside  of  at 
.*a,*t  10  per-.er.t  X  trie  *-ta:-  L-h**-:  feec  zriiri  .  a-?e  whenever  the  price  of  corn  faDs 
*,*-..■.■*•  ',0  perier.t  .f  p  .■*:":•.  7  f.r  the  thr**  si«'. nths  :f  Occii-cer,,  November,  and 
,\»ec*r.\  ,er.  "Aner.  -r.'r  10  t,er?er.t  ret-i-Me  L-  in  effect,  the  loan  rate  for  corn  should 
r,e  *-•.*■-.  i^ner:  a*.  t.o  percent  .f  par:- 7  for  -hi:**  tiw  participate-  AH  who  participate 
»r.r.  ■-!.'*  '.e  perrr.it  ten  v.  piM.ee  th*ir  zrair.  in  the  Reserve.  This  should  include  all 
serai:.  prv:uce<:  -r.rier  the  -et-a.-ide  and  that  produced  in  the  prior  year.  Set  the 
r<:Lfta.*:  prise  a*  75  percent  -tf  pari: 7  and  the  call  price  at  So  percent  of  parity. 

4a.  A  .tnr.rize  -.he  rreerer^rv  to  increase  the  *et-aside  to  20  percent  or  30  percent 
if  r.ece-.-arv.  If  a  20  percent  -et-isi-:e  i»  In  effect,  the  loan  rate  should  be  increased 
to  7o  percent  of  pari*. 7,  a.vi  when  a  30  percent  set-aside  is  in  effect  the  loan  rate 
*ho--i'i  ne  %5  percent  of  parit7.  In  -.oth*  instances  there  should  be  corresponding 
increase*  in  the  release  and  call  price. 

5.  Require  the  .Secretary  to  "provide  storage  payment*  for  aH  grain  held  in 
"Producer  Held  Reserves"  and  to  set  the  interest  rate  on  these  loans  at  no  more 
than  S  percent. 

{cf.)  Establish  a  maximum  annual  payment  of  $-50,000.00.  If  the  total  payment  to 
all  participants  exceed*  the  amount  budgeted  for  price  support  programs,  pro-rate 
the  amount  allowed  amongst  the  participants. 

Although  most  operators  of  large  farms  might  not  participate  in  this  program, 
we  believe  that  because  of  the  price  protection,  enough  operators  of  small  and 
medium  -ized  farms  would  participate  to  make  it  successfuL 

It  is  said  that  past  farm  programs  have  helped  the  operators  of  large  farms 
more  than  those  of  small  and  medium-sized  farms  and  have  contributed  to  the 
decrease  in  the  number  of  these  small  and  medium  sized  farms.  It  has  been  es- 
timated that  by  the  year  2000  about  100,000  large  farms  wifl  produce  the  major 
portion  of  our  grain.  There  will  still  be  about  one  million  part-time  farmers  who 
receive  the  major  part  of  their  income  from  off-farm  employment.  Most  of  the 
one  million  operators  of  small-  and  medium-sized  farms  who  today  receive  a 
large  part  of  tneir  income  from  farming  will  have  left  the  farm.  We  hope  that  this 
program  will  help  slow  this  exodus  from  the  farm. 

This  concludes  my  testimony  before  this  Committee.  Thank  you  for  your  time. 
I  would  be  glad  to  answer  any  question  you  may  have. 

TO  ALL  MEMBERS  OF  CONGRESS 

Attached  is  a  statement  to  the  House  Agriculture  Committee  relative  to  the 
new  farm  bill.  If  enacted  substantially  as  we  have  presented  it,  we  believe  that 
it  will: 

(1)  Stabilize  the  price  of  grain  at  a  level  that  will  meet  the  cost  of  pro- 
duction for  most  farmers. 

(2)  By  stabilizing  the  price  of  grain,  it  will  stabilize  the  price  of  food  at 
a  level  most  consumers  can  afford. 

(3)  By  maintaining  adequate  reserves,  we  will  eliminate  the  probability 
that  a  short  corp  would  result  in  very  high  food  prices. 

Food  stamps  and  other  programs  that  are  of  importance  to  many  consumers 
are  included  in  the  farm  bill.  The  President  has  asked  for  cuts  in  all  spending  pro- 
grams. It  may  be  that  some  of  these  cuts  are  deeper  than  necessary.  We  do  know 
that  federal  spending  must  be  cut,  if  inflation  is  to  be  controlled.  We  hope  that 
the  Administration  and  the  leaders  in  the  House  and  Senate  can  come  up  with 
legislation  that  will  do  this  and  still  maintain  programs  that  will  accomplish  those 
things  for  which  they  were  established. 

We  feel  that  the  new  farm  bill  is  a  very  important  piece  of  legislation  and 
hope  that  you  will  give  it  careful  consideration  when  you  cast  your  vote  when  it 
is  voted  on  in  the  Senate  and  in  the  House. 
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Statement  of  David  T.  Anderson,  President,  Nebraska  Qra 

Producers  Association 

We  in  the  Nebraska  Grain  Sorghum  Producers  Association  appreciate  this 
opportunity  to  present  testimony  to  your  committee.  We  on  the  N.G.S.P.A. 
Board  of  Directors  unanimously  support  the  legislative  position  of  the  National 
Grain  Sorghum  Producers  Association.  Included  is  a  summary  of  this  joint 
legislative  position. 

Senator,  I  can  speak  from  a  position  of  experience  when  I  state  that  many 
sorghum  farmers  are  having  a  tough  economic  time.  The  family  farm  as  we  know 
it  is  in  grave  danger.  It  is  reported  that  national  agricultural  debt  has  increased 
765  percent  in  the  last  20  years  while  the  assets  increased  only  300  percent.  This 
is  evident  in  my  own  community  by  numerous  farm  sales,  farms  (even  inherited 
farms)  carrying  2  and  3  mortgages,  farmers  retiring  early,  often  in  their  50's 
while  they  have  some  equity  left,  and  by  overworked  loan  officers  at  banks, 
P.C.A.  and  F.H.A.  offices,  being  besieged  by  hoards  of  desperate  farmers. 

The  U.S.D.A.  estimated  that  the  1980  national  cost  of  production  for  grain 
sorghum  was  $6.72  per  cwt.  The  current  price  at  my  local  elevator  is  $4.85  per 
cwt.  Our  community  located  in  extreme  southern  Nebraska  was  like  much  of 
Kansas,  Oklahoma  and  Texas  in  that  due  to  the  drought  and  chinch  bugs  we 
raised  50  percent  or  less  of  a  normal  crop.  In  many  ways  the  situation  is  worse 
now  than  it  was  several  years  ago  when  farmers  traveled  to  Washington,  D.C. 
in  large  numbers. 

Any  new  farm  program  must  take  into  consideration  the  high  cost  of  pro- 
duction when  setting  loan,  target,  and  or  call  levels.  Our  family  farms,  local 
communities,  states  and  the  nation  can  not  long  endure  this  fleecing  of  our  basic 
industry. 

We  in  N.G.S.P.A.  realize  the  necessity  of  export  sales  of  grain.  However,  it 
is  my  personal  belief,  that  exporting  grain  at  a  price  below  the  cost  of  production 
does  not  necessarily  help  our  nation's  economy,  but  upon  close  examination  may 
even  hurt  our  nation's  well-being.  Every  bushel  of  grain  that  is  exported  below 
the  cost  of  production  removes  a  dollar  or  more  out  of  the  U.S.  economy.  In 
the  past  when  farm  inputs  consisted  of  U.S.  produced  oil,  domestic  fertiliser. 
domestic  steel  and  other  metals,  etc.,  it  was  much  like  moving  these  "Loss 
dollars  from  one  hand  to  the  other.  Today,  however,  a  large  percentage  of  these 
inputs  are  imported  at  high  prices  causing  a  NET  LOSS  to  our  economy  creat- 
ing economic  hardships.  In  this  respect  it  may  be — I  repeat — may  be  better 
to  either  increase  export  prices  or  reduce  production  through  increased  con- 
servation of  our  precious  land,  rather  than  promoting  permanent  over  produc- 
tion, low  prices,  and  rape  of  the  land  by  forcing  the  farming  of  every  acre  whether 
it  is  suitable  for  farming  or  not.  Perhaps  a  strategic  reserve  of  farm  ground  similar 
to  that  of  oil  and  precious  metals  should  be  considered.  I  realise  these  are  "off- 
beat" ideas  but  perhaps  this  is  a  place  to  air  them.  Thanks  for  your  time  and 
interest  in  agriculture. 

LEGISLATIVE   POLICY  OF  GRAIN  SORGHUM   PRODUCERS  ASSOCIATION,   AS  APPROVED 
BY  THE  OSPA  NATIONAL  BOARD  OF  DIRECTORS,  FEBRUARY  2ft,  1«1,  SUMMARY 

It  is  the  view  of  Grain  Sorghum  Producers  Association  that  the  Agricultural 
Act  of  1981  should  include: 

Price  Goals:  equal  to  a  minimum  of  the  National  Average  Cost  of  Production 
(COP)  plus  15  percent.  This  is  cost  of  production  plus  the  normal  gross  profit 
expected  by  other  industry. 

Price  Supports:  set  at  National  Average  Cost  of  Production  (Tenant  Share). 

Reserve:  "Call"  levels  set  at  not  less  than  National  Average  Price  Goal  with 
government  paying  all  storage  and  interest  cost. 

Conservation  Programs:  automatic  and  with  pay  when  reserve  or  carryover 
stocks  of  coarse  grains  exceed  one  billion  bushels. 

Disaster  Programs:  should  be  extended,  especially  in  all  counties  and  on  crops 
where  a  workable  and  acceptable  Federal  Crop  Insurance  program  is  not  in 
place. 

Federal  Crop  Insurance  Corporation:  for  efficiency  and  maximum  coordina- 
tion with  local  producer  leadership,  Federal  Crop  Insurance  should  be  administered 
byASCS. 
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WHO  BEAR8  THE  RISK? 

The  producers,  grain  elevator  companies,  and  the  railroads  have  responded  in  a 
competitive  fashion  to  a  market  opportunity.  Should  they  also  assume  any  as- 
sociated business  ri>k?  It  is  naive  to  champion  this  as  the  American  way  of  doing 
business.  Not  all  U.S.  business  ventures  involved  similar  risks  nor  are  equally 
vital  to  the  well  being  of  the  nation.  Agriculture  is  unique  in  its  composition  of 
relatively  small  independent  production  units  which  lack  the  capacity  to  control 
or  adjust  their  level  production  to  changing  market  conditions.  As  a  result  prices 
received  and  income  levels  of  farmers  are  uniquely  subject  to  dramatic  yearly 
fluctuations.  This  income  variability  is  induced  by  a  variety  of  factors  beyond  the 
control  of  producers  and  results  in  secondary  shocks  to  associated  agri-business 
firms  and  agricultural  communities.  Weather  conditions  in  the  U.S.  and  around  the 
world,  biological  and  other  natural  disasters,  worldwide  and  domestic  politics  all 
have  the  potential  of  reducing  U.S.  grain  prices  suddenly  and  without  notice. 
Unfortunately,  such  price  signals  do  not  truly  or  accurately  reflect  the  production 
needs  for  another  year;  a  next  year's  ciop  which  can  only  be  planted  and  harvested 
once.  The  economic  well-being  of  both  the  agricultural  sector  and  the  nation 
depends  upon  the  U.S.  ability  to  be  a  reliable  and  dependent  supplier  in  the  world 
grain  market  over  time. 

The  United  States  Senate  should  seriously  consider  and  adopt  a  farm  program 
which  is  sensitive  to  the  importance  of  the  world  export  market  for  grain  to  the 
U.S.  economy  and  the  American  farmer.  A  program  which  will  level  out  the 
undesirable  impacts  of  temporary  market  imbalances  is  both  desirable  and  neces- 
sary f Ox  the  U.S.  to  capitalize  on  our  export  potential  and  the  investments  which 
U.S.  farmers  and  agri-business  firms  have  made.  Such  a  program  is  not  an  expense, 
it  is  an  investment. 

Statement  of  Dr.  A.  L.   (Rot)   Frederick,  Professor  of  Agricultural 
Economics  and  Extension  Economist,   University  of  Nebraska-Lincoln 

Senator  Zorinsky,  my  name  is  Roy  Frederick.  I  am  an  agricultural  economist 
at  the  University  of  Nebraska-Lincoln.  My  professional  interest  is  in  public 
policy  as  it  relates  to  agriculture.  My  remarks  here  will  focus  on  the  commodity 
provisions  of  the  1981  "farm  bill,"  especially  on  provisions  for  grains  grown  in 
Nebraska. 

First,  perhaps  we  ought  to  reflect  on  an  obvious  question:  "Are  the  federal 
government's  commodity  programs  still  useful?"  My  answer  is  "yes,"  with  some 
qualifications.  The  most  significant  qualifier  is  that  it  is  imperative  that  commodity 
programs  keep  pace  with  the  realities  of  modern  agriculture.  If  this  doesn't  happen, 
program  results  may  be  much  different  from  those  intended  by  policymakers. 

A  BIT  OF  HISTORY 

Farm  commodity  programs  originated  in  the  1930's  out  of  concern  that  the 
farm  population  was  economically  disadvantaged  relative  to  the  nonfarm  popula- 
tion. That  concern,  more  than  any  other,  has  been  the  basis  for  farm  programs  to 
this  day.  Over  the  years  there  has  been  considerable  validity  to  this  concern: 
With  the  exception  of  1973  and  1979,  per  capita  income  of  the  farm  population 
has  consistently  lagged  behind  the  nonfarm  population. 

There  have  been,  nowever,  improvements  over  time.  In  1934,  farm  income  was 
only  one-third  of  nonfarm  income  when  measured  on  a  per  capita  basis.  From  the 
end  of  World  War  II  to  the  mid  1960s,  f arm-no nf arm  income  ratios  generally 
ranged  between  50  and  60  percent.  In  1966,  the  latio  reached  70  percent.  And 
since  1973,  when  the  high  of  110  percent  was  reached,  the  ratio  of  farm  to  nonfarm 

Eer  capita  disposable  incomes  has  been  at  78  percent  or  more.  In  short,  we  still 
avon't  arrived  at  the  point  where  farm  incomes  are  consistently  as  high  as 
nonfarm  incomes,  but  improvements  have  been  made.  Moreover,  when  one  looks 
at  capital  gains  on  farm  real  estate  and  the  reduction  in  number  of  farmers  who 
are  in  the  federal  government's  official  poverty  category,  the  financial  well-being 
of  those  in  production  agriculture  also  looks  better. 

It's  important  to  stress  that  my  discussion  heretofore  has  dwelt  on  averages. 
Any  overview  of  the  financial  condition  of  U.S.  farmers  almost  ceitainly  misses 
producers  with  particular  problems.  Farmers'  income  problems  may  vary  by 
commodity  mix,  geographic  region,  size  of  business,  and  operator  age.  And  even 
within  those  categories  identified  as  most  likely  to  have  problems,  not  all  farmers 
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will  be  affected.  I'll  return  to  problems  of  individual  farmers  later,  but  now  I 
want  to  turn  to  what  I  see  as  the  three  most  important  and  pervasive  problems  of 
American  agriculture. 

Instability  of  Incomes:  Between  1973  and  1979  (the  latest  year  for  which  data 
are  available),  national  net  farm  income  ranged  from  $17.8  billion  to  $33.3  billion* 
Income  declined  for  four  straight  years  after  the  record  high  in  1973  before  re- 
bounding in  1978  and  1979.  But  1980,  unfortunately,  continued  the  zig-zag  pattern 
with  neb  income  off  around  $8  billion  from  1979's  $31  billion. 

The  events  of  the  last  few  years  portray  dramatically  the  income  variability 
between  sectors  of  agriculture.  The  period  fiom  1972-75  was  generally  a  good  one 
for  grain  pioducers.  But  at  the  same  time  cattlemen  were  incurring  substantial 
losses  through  a  combination  of  high  feed  costs,  large  numbers  of  cattle  to  be 
marketed  and  resulting  low  prices.  By  1976  and  1977,  hog  and  cattle  producers 
and  dairymen  were  doing  much  better  because  of  increased  livestock  product 
pi  ices  and  lower  feed  costs.  Crop  producers,  in  contrast,  were  caught  in  a  severe 
cost-price  squeeze  brought  on  by  the  inflated  cost  of  inputs,  falling  grain  prices, 
rising  land  costs,  and  sometimes  low  yields  caused  by  bad  weather.  The  pattern 
flip-flopped  again  in  1978-79  as  grain  producers  did  better  than  livestock 
produceis. 

Last  year  (1980),  unfortunately,  was  a  downer  for  nearly  everyone  as  crop 
yields  fell  and  livestock  producers  were  forced  to  pay  higher  prices  for  feed.  A  year 
such  as  the  one  just  past  is  an  indication  of  the  challenges  faced  by  individual 
producers  each  season.  There  are  concerns  about  the  weather,  pests  and  other 
production  factors.  Later,  producers  must  worry  about  the  market.  Commodity 
prices  may  be  up,  but  because  Mother  Nature  failed  to  cooperate,  there  is  little 
to  sell.  Or  there  may  be  plenty  to  sell  but  at  a  low  price. 

Ability  to  Service  Debt:  The  ability  to  service  debt  is  crucial  to  the  future 
production  of  food.  It  is  the  essence  of  being  able  to  stay  in  business  for  many 
farmers  and  the  chief  hurdle  for  young  persons  who  seek  to  enter  farming. 

Total  U.S.  farm  debt  stood  at  $146  billion  on  January  1,  1980,  an  increase  of 
nearly  $100  billion  during  the  decade  of  the  1970s.  Total  assets  were  $821  billion 
on  the  same  date.  As  such,  the  agricultural  industry  as  a  whole  continues  to  have 
a  highly  favorable  debt-to-asset  latio  of  about  18  percent. 

This  average,  however,  hides  the  wide  divergence  among  farms.  Many  be- 
ginning or  expanding  farmers  have  a  high  debt-to-asset  ratio.  Where  debt  is 
high,  interest  costs  become  a  significant  part  of  production  expenses.  In  such 
situations,  cash  net  farm  income  may  fall  short  of  being  able  to  cover  living 
expenses,  debt  principal  repayment,  and  net  new  investment.  In  general,  large 
debts  also  leave  little  margin  for  en  or — either  in  production  or  prices.  The  relation- 
ship between  net  farm  income  and  debt  commitments  has  been  one  of  the  danger 
signals  of  the  past  few  years. 

Inflation:  During  periods  of  inflation,  money  tends  to  flow  toward  fixed,  tan- 
gible assets.  Productive  agricultural  land  is  a  prime  example.  For  established 
landowners,  inflation-generated  boosts  in  land  prices  may  be  quite  desirable. 
But  for  those  just  beginning  to  farm  it  is  a  much  different  story,  as  they  face  huge 
investments  in  land. 

Also,  the  structure  of  industries  supplying  inputs  to  production  agriculture  is 
imperfectly  competitive;  input  suppliers  are  better  able  to  keep  their  prices  in 
step  with  inflation.  The  farm  sector  has  a  competitive  structure  of  many  individual 
units,  and,  therefore,  farm  commodity  prices  are  determined  in  the  short  run 
without  regard  to  current  inflationary  trends. 

The  result  is  that  during  inflationary  periods  farmers  can  find  themselves  in 
a  cost-price  squeeze,  but  at  the  same  time  entry  costs  continue  to  increase.  A 
long-standing  but  ever-increasing  problem  for  beginning  farmers  is  to  survive 
the  liquidity  crisis  in  their  early  years  of  farming. 

As  I  suggested  earlier,  there  are  differences  in  the  degree  to  which  individual 
farmers  are  subjected  to  the  three  general  problems  I  identified.  One  of  these 
differences  relates  to  commodity  mix.  Milk  producers,  for  example,  have  been 
protected  by  relatively  higher  price  supports  than  grain  producers,  and  cattle 
and  swine  producers  have  had  no  price  supports  at  alL  In  other  parts  of  the 
country,  commodities  such  as  broilers  and  fruits  and  vegetables  are  grown  with 
production  contracts  which  guarantee  a  certain  price  to  producers.  The  effect 
is  to  minimize  any  safeguards  needed  from  the  federal  government. 

With  regard  to  farm  size,  the  need  for  farm  price  and  income  support  programs 
may  vary  considerably.  The  largest  operations  may  be  viable  without  these 
programs,  especially  if  they  have  little  debt.  And  with  the  era  of  chronic  grain 
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surpluses  apparently  behind  us,  there  is  probably  not  muoh  need  to  bring  these 
farms  into  programs  as  a  means  of  controlling  supplies. 

The  smallest  farms,  on  the  other  hand,  do  not  benefit  much  from  program 
benefits  tied  to  volume  of  commodities  produced.  Where  these  farms  are  intended 
to  be  only  part-time  or  "hobby"  operations,  this  is  of  no  great  concern.  But  where 
small,  part-time  farmers  are  trying  to  move  into  full-time,  commercial  operations, 
the  need  for  government  programs  may  be  acute.  Many  medium-sued  farms 
(roughly,  those  with  gross  sales  of  $40,000— $100,000  annually)  also  need  the 
protection  offered  by  government  programs.  The  continuing  challenge,  however, 
is  to  design  programs  that  really  help  those  in  need  without,  at  the  same  time, 
pushing  up  land  and  other  farm  input  prices  because  well-established  farm  opera- 
tions have  been  able  to  use  the  government's  programs  to  their  own  advantage. 

Younger  farmers  tend  to  have  a  higher  debt-asset  ratio  than  older,  more  estab- 
lished farmers.  Thus,  the  younger  group  may  have  more  cash  flow  problems* 
A  common  paradox  in  commercial  agriculture  is  that  those  nearing  retirement  are 
most  able  financially  to  expand  their  operations;  those  who  are  relatively  young 
and  desire  to  expand  are  least  able  to  do  so.  As  long  as  there  are  capital  gains  on 
assets  in  agriculture,  the  divergence  in  financial  capabilities  of  those  starting 
in  farming  and  those  already  established  is  expected  to  remain  a  major  problem* 

THE  FUTURE 

The  primary  reason  for  continuing  commodity  programs  is  to  reduce  variation 
in  farm  commodity  prices  and  incomes  and,  not  incidentally,  food  supplies  and 
prices.  Because  farmers  depend  so  much  on  weather,  supplies  of  farm  commodities 
will  continue  to  be  variable  in  the  future  as  they  have  been  in  the  past.  And  as 
an  increasing  share  of  farm  output  is  exported,  instability  in  demand  will  com- 
pound instability  in  production.  Government  programs  can  reduce  the  extremes 
of  what  would  otherwise  be  a  boom  or  bust  environment  for  grain  producers. 
However,  I  believe  it  is  fair  to  say  that  most  farmers  do  not  want  complete  sta- 
bility; i.e.,  they  want  the  market  system  to  work.  Nor  do  I  believe  that  total 
stability  would  be  in  the  interest  of  consumers,  because  without  some  instability, 
their  own  preferences  could  not  be  reflected  through  the  market  place  to  producers. 

If  the  government  concentrates  on  moderating  price  instability,  this  will  improve 
farmers'  ability  to  service  debt.  So  will  disaster  protection  plans  and  special 
loan  piogiams  for  ceitain  categories  of  farmers.  By  themselves,  however,  they 
are  not  the  total  answer  to  what  has  become  a  seiious  problem  for  many  farmers. 

The  ability  to  service  debt  in  simplest  terms  can  be  reduced  to  a  matter  of 
generating  adequate  income.  In  part,  debt  servicing  is  a  function  of  personal 
management — an  individual  farmer's  production  efficiency,  marketing  astuteness, 
and  caieful  financial  planning.  But  tne  public  sector  may  also  have  a  band  in 
a  farmer's  ability  to  service  debt  in  a  way  unlike  that  suggested  above.  Inflation- 
generated  increases  in  land  prices  and  other  farm  input  costs  are  part  of  the 
problem.  So  are  government  policies  which  foster  high  inteiest  rates. 

I  doubt  that  "high"  price  and  income  supports  would  do  much  for  the  debt 
servicing  problem  because  these  benefits  would  quickly  be  passed  through  to 
the  cost  of  farm  inputs.  Those  who  aheady  conti oiled  substantial  production 
assets  would  gain  relative  to  those  who  were  either  beginning  farmers  or  attempt- 
ing to  expand  their  operations.  I  do,  however,  urge  the  Congress  to  continue  to 
provide  a  means  to  reduce  the  impact  of  sharp  production  and  price  fluctuations. 

Inflation  is  obviously  a  problem  throughout  the  general  economy,  but  there 
are  a  couple  of  specific  implications  for  agriculture.  The  first  is  that  I  believe 
a  reduction  in  nflation  would  benefit  farmers  as  much  or  more  than  anything 
that  might  be  forthcoming  in  the  1081  farm  bill.  The  other  is  that  I  believe 
farmers  are  willing  to  do  their  fair  share  to  try  to  bring  inflation  under  control — 
but  they  don't  believe  (and  I  agree  with  them)  that  they  should  have  to  sacrifice 
more  than  other  sectors  of  the  economy.  I  trust  that  the  new  legislation  will 
reflect  this. 

SOME   SPECIFICS 

I  urge  the  Congress  to  model  the  commodity  provisions  of  the  1981  bill  on 
those  contained  in  the  Food  and  Agricultuie  Act  of  1977.  I  refer  here  primarily 
to  wheat,  feed  grains  and  soybeans.  There  aie  six  specific  provisions  on  which 
I  will  make  brief  comments:  (1)  nonrecourse  loan  levels;  (2)  target  prices;  (3) 
farmer-owned  grain  reserve;  (4)  disaster  protection;  (5)  payment  limitations; 
and  (6)  set-as.de  provisions. 
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Nonrecourse  loan  levels  should  be  set  as  high  as  possible  but  still  allow  the  mar* 
ket  to  function;  i.e.,  the  federal  government  should  not  be  forced  to  assume  inven- 
tories of  massive  amounts  of  grain  and  soybeans  because  Joan  levels  are 
consistently  being  set  too  high.  Loan  levels  for  various  commodities  should  be 
such  that  these  levels  take  into  account  the  possibility  of  substitutions  among 
the  commodities.  I  would  discourage  setting  loan  levels  on  the  basis  of  production 
costs  because  of  the  false  signals  it  may  send  foi  allocation  of  inputs  into 
agriculture. 

Target  prices  and  the  resulting  possibility  of  deficiency  payments  are  a  better 
means  of  providing  some  income  stability  to  agriculture  than  raising  nonrecourse 
loans  above  market-clearing  levels — at  least  from  an  economist's  view  point. 
Abandonment  of  the  taiget  price  mechanism  would  of  course,  reduce  direct, 
payments  from  the  Treasury.  But  deficiency  payments  are  still  more  efficient 
than  having  the  fedeial  government  paying  massive  storage  and  inteiest  costs 
on  grain  held  in  storage  above  market  clearing  levels,  to  say  nothing  of  higher 
food  costs  for  consumers. 

Target  pi  ices  can  be  tied  at  least  loosely  to  production  costs,  but  the  nonland 
poition  of  production  costs  needs  to  be  updated  on  a  timely  basis.  The  formula 
used  in  the  1977  bill  is  not  effective  because  o.  yield  variations  which  cause  costs 
on  a  bushel  basis  to  vary  consideiably.  Moreover,  current  costs,  not  those  that 
are  2-3  years  old,  are  needed  in  inflationary  periods.  If  the  full  market-value 
of  land  is  included  and  target  prices  adjusted  accoidingly,  it  would  likely  start 
a  land  price-target  price  spiral  that  could  not  be  maintained. 

The  farmer-owned  grain  reserve  has  been  generally  well  received  among  farmers 
but  it  has  suffered  some  growing  pains  with  frequent  changes  in  operating  details. 
The  gap  between  release  and  call  levels  has  probably  not  been  high  enough — 
reserves  should  begin  to  come  back  on  the  market  before  the  call  level  is  increased. 
There  is  a  question  of  how  much  incentive  (storage  and  interest  payments) 
is  required  to  gain  farmer  participation  in  the  reseive.  It  appears,  furthermore, 
that  release  and  call  prices  are  out  of  balance  between  wheat  and  corn.  At  present, 
the  wheat  call  price  exceeds  the  corn  call  rice  by  70  percent — much  more  than 
the  difference  between  the  two  commodities  in  feeding  value,  cost  of  production, 
loan  rate,  and  target  price. 

The  disaster  protection  program  in  the  1977  program  has  been  replaced  by  a 
broadly  expanded  Federal  Crop  Insurance  program  as  the  result  of  new  legislation 
passed  last  year.  Since  the  new  program  is  already  in  place,  no  further  comments 
seem  necessary. 

Payment  limitations  currently  affect  only  a  relative  handful  of  farms  because 
they  are  set  at  $50,000  annually.  With  the  individual  farm  limit  at  this  level, 
cost  savings  to  the  government  are  minimal  and  few  farms  are  discouraged  from 
participating  in  farm  piogiams.  A  reduction  in  payment  limits  would  tend  to 
tilt  government  program  benefits  more  to  small-  and:  medium-size  farms. 

Finally,  the  set-aside  and  paid  diversion  authority  in  the  1977  legislation 
should  be  retained  in  1981.  Though  it  seems  less  likely  than  in  the  past,  there 
is  always  the  possibility  that  production  will  need  to  be  reduced  for  a  year  or 
two  to  bring  supplies  in  line  with  demand.  Some  fine  tuning  of  the  set-aside 
provision  seems  desirable,  however — in  particular,  the  elimination  of  the 
"allocation  factor"  and  a  redefinition  of  how  the  set-aside  is  computed  to  make 
it  less  confusing  for  producers. 

[The  following  material  was  submitted  by  Jerry  Carpenter,  see 
p.  31  for  his  oral  presentation.] 

Resolutions  Adopted  bt  the  Nebraska  Corn   Growers  Assocation  at 
Their  Eighth  Annual  Meeting,  Jan.  15  6  16,  1981 

(1)  WHEREAS  the  American  corn  fanner  is  highly  dependent  upon  the 
foreign  export  market  to  receive  a  fair  price  for  his  product;  Be  it  Resolved,  That 
the  Nebraska  Corn  Growers  strongly  urge  Congress  to  establish  provisions  for 
a  CCC  revolving  fund  in  the  1981  farm  bill.  That  the  revolving  fund  should  initially 
be  established  at  no  less  than  $2.5  billion  and  should  be  aval  able  for  making 
direct  export  loans  under  G.S.M.-201  and  G.S.M.-301  programs.  Repayment 
from  outstanding  loans,  including  interest,  should  revert  to  the  fund  for 
subsequent  loans. 
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(2)  Whereas  we,  the  Nebraska  Corn  Growers,  recognize  and  understand  the 
urgent  need  for  effective,  sensible,  and  adequate  legislation  governing  the  use 
of  Nebraska's  most  valuable  and  essential  natural  resource,  watei;  Be  it  Resoked; 
That  any  new  legislation  that  is  inacted  be  acceptable  and  compatible  to  all 
the  farmeis  of  Nebraska  state- wide. 

(3)  Be  it  Resolved,  That  the  Nebiaska  Corn  Growers  Association  supports 
the  Nebiaska  Grain  Sorghum  Association  in  their  efforts  to  establish  a  check-off 
program. 

(4)  Whereas  the  Nebraska  Corn  Growers  believe  in  the  free-market  system 
in  the  marketing  of  agricultural  commodities;  Be  it  Resolved  that  the 
Nebraska  Corn  Growers  publicly  oppose  all  efforts  to  establish  a  national  grain 
board  or  any  other  program  that  would  interfere  with  the  free  and  uninhibited 
marketing  system  of  our  product. 

(5)  Whereas  the  Nebraska  Corn  Development,  Utilization  and  Marketing 
Board  has  made  it  possible  for.  the  Nebraska  Corn  producer  to  collectively  pro- 
mote his  product  for  long-term  price  improvement;  Be  it  Resolved  that 
we  commend  Governor  Thone  foi  his  thoughtful  and  considered  appointments 
to  this  board.  We  also  recommend  consideration  be  given  in  making  such  appoint- 
ments to  maintaining  continuity  on  said  Board,  with  imput  provided  by  Nebraska 
Corn  Growers  Assocation. 

(6)  Whereas  the  Nebraska  Corn  Growers  Association  recognises  the  importance 
of  the  agricultural  alcohol  industry  in  the  utilization  of  our  product  and  its 
potential  of  severing  our  dependence  upon  foreign  oil  impoits;  Be  it  Resolved, 
That  the  Nebiaska  Corn  Growers  Association  heartily  supports  the  efforts  of 
those  involved  in  the  development  of  domestic  alcohol  producing  plants;  Be 
it  also  Resolved,  That  we  encourage  the  use  and  study  of  Gasohol  and  straight 
alcohol  fuels. 

(7)  Whereas  bilateral,  goveinment-to-government,  trade  agreements  do  not 
generate  additional  grain  sales  at  competitive  prices;  Be  it  Resolved,  That  we, 
the  Nebiaska  Corn  Growers  Association,  urge  the  Federal  Government  to  cease 
any  further  bilateral  agreements  and  if  any  are  ever  consumated,  that  the  people 
be  given  the  opportunity  to  nullify  or  acquiesce  by  a  majority  vote  of  their 
elected  representatives  in  the  House  of  Representatives  and  the  U.S.  Senate. 

(8)  Whereas  the  Nebraska  Corn  Growers  Association  recognizes  that  corn- 
derived  sweeteners  are  an  important  consumer  use  of  our  product;  Be  it  Reso'ved, 
That  the  Nebraska  Corn  Growers  Association  strongly  support  the  promotion 
and  increased  usage  of  these  sweeteners  by  the  food  industry  and  the  American 
consumer. 

(9)  Whereas  the  Nebraska  Corn  Growers  Association  recognizes  the  need  for 
producing  and  marketing  clean  grain  and  also  recognizes  the  need  and  beneficial 
role  of  the  Environmental  Protective  Agency;  Be  it  Resolved,  That  the  Nebraska 
Corn  Growers  Association  cautions  the  E.P.A.  that  care  and  common  sense  must 
be  used  to  avoid  issuing  unwarranted  and  unneeded  regulations  that  preclude 
practical,  economical  farming  practices. 

(10)  Whereas  the  objectives  of  government  initiated  grain  embargoes  have 
never  been  accomplished,  while  the  grain  producer  has  suffered  the  consequences 
of  lower  prices,  restrictive  markets,  and  loss  of  reputation  as  a  dependable  sup- 
plier; Be  it  Resolved,  That  the  Nebraska  Corn  Grower  Association  urge  the 
Administration  and  the  U.S.  Congress  to  seek  other,  more  effective,  means  of 
implementing  foreign  policy,  but  if  they  do  embargo  our  product,  or  other  farm 
product,  that  sufficient  and  adequate  programs  and  policies  be  initiated  to  protect 
producers  and  agri-business  from  the  adverse  financial  impact  of  any  future 
embargo. 

(11)  Whereas  the  Nebraska  Corn  Growers  Association  recognizes  the  impor- 
tance of  PL  480  as  both  a  hunger  relief  program  and  a  market  development  tool, 
and  that  funding  for  this  program  has  not  kept  pace  with  inflation;  Be  it  Resolved, 
That  the  Nebraska  Corn  Growers  Association  urges  Congress  to  assure  that  the 
annual  funding  for  the  PL  480  Program  be  such  that  increases  in  commodity 
prices  and  ocean  shipping  charges  be  taken  into  account  so  the  tonnage  exported 
under  PL  480  can  be  increased  or  at  least  be  maintained  at  present  levels. 

(12)  Whereas  the  Nebraska  Corn  Growers  recognizes  the  need  for  market 
development  work;  Be  it  Resolved,  That  we  encourage  the  Nebraska  Coin  Develop- 
ment, Utilizations  and  marketing  board  continue  to  support  to  the  U.S.  Feed 
Grain  Council. 

(13)  Be  it  Resolved,  That  the  Nebiaska  Corn  Growers  Association  favors  that 
whenever  a  new  farm  program  is  announced,  farmers  should  have  the  option  to 
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revise  their  Normal  Crop  Acres  to  coincide  with  changes  taken  place  dm  to 
good  farming  practices  initiated  since  the  last  base  period. 

(14)  Whereas  we,  the  Nebraska  Corn  Growers  Association,  recognise  thai 
competitive  pricing  can  only  be  achieved  through  uniform  standards,  understood 
by  the  farmer  and  adhered  to  by  the  purchaser;  Be  it  Resolved,  That  we  endorse 
the  present  set  standard  for  No.  2  Corn.  We  oppose  any  discounts  that  alter 
these  standards. 

(15)  Whereas  we  believe  that  the  family  farm  is  the  keystone  of  American 
agriculture  and  that  present  tax  laws  inhibit  continuance  of  the  family  farm;  Be 
it  Resolved,  That  the  Nebraska  Corn  Growers  Association  favors  new  legislation 
that  supports  a  reasonable  tax  on  the  transfer  of  the  family  farm  within  the 
family. 

(16)  Whereas  the  independent  farmer  has  always  provided  for  his  own  retire- 
ment and  health  care;  Be  it  Resolved,  That  the  Nebraska  Corn  Growers  Association 
encourages  new  tax  legislation  that  allows  medical  insurance  premiums  be  classi- 
fied as  a  deduction  for  Adjusted  Gross  Income  exactly  as  these  premiums  are 
allowed  in  industry.  Also,  we  encourage  raising  the  dollar  limitation  of  savings 
that  the  individual,  self-employed  farmer  can  deposit  to  his  personal  retirement 
plan,  at  least  to  a  level  equal  to  the  employed  person. 

(17)  Be  it  Resolved,  That  the  Nebraska  Corn  Growers  encourages  the  Nebraska 
Legislature  to  support  the  Agricultural  Research  efforts  of  the  University  of 
Nebraska  at  levels  that  will  insure  that  the  Nebraska  corn  producer  is  competitive 
as  to  cost-of-production  and  that  the  ever  growing  demand  for  good  in  our  own 
country  and  world  wide  is  met. 

(18)  Whereas  the  Institute  of  Agriculture  and  Natural  Resources  of  the 
University  of  Nebraska-Lincoln  has  been  the  flagship  for  agricultural  research  and 
assistance  to  the  corn  grower  for  more  than  100  years,  and  due  to  the  restriction 
of  funds;  Be  it  Resolved,  That  the  Nebraska  Corn  Growers  recommend  that  all 
tax-generated  funds  for  agricultural  research  be  chanelled  through  the  proven, 
able  leadership  of  the  Institute  of  Agriculture  of  Natural  Resources,  of  the  Uni- 
versity of  Nebraska-Lincoln. 

(19)  Whereas,  the  United  States  Department  of  Agriculture's  present  policy 
concerning  public  patents,  licensing  arrangements,  etc.,  present  a  constraint  in 
the  adoption  of  inventions  from  the  Northern  Regional  Research  Center,  Peoria, 
Illinois  and  other  USDA  Research  Centers.  Commercial  firms  are  now  hesitant  to 
adopt  an  invention  for  commercialization  if  they  do  not  have  some  assurance  that 
their  investments  are  protected  through  exclusive  licensing  arrangements  or  patent 
assignments;  Be  it  Resolved.  That  the  Nebraska  Corn  Growers  Association  en- 
courages Congress  or  the  Administration  to  reverse  the  present  patent  policy 
thereby  speeding  adoption  of  new  inventions  from  the  USDA's  research  programs, 
and  this  new  policy  would  also  provide  an  avenue  for  royalty  payments  to  the 
originating  agencies  which  would  partially  solve  some  of  the  current  funding 
problems  they  are  now  experiencing. 

(20)  Whereas  livestock  is  very  important  to  corn  producers;  Be  it  ResolvecLTh&t 
the  Nebraska  Corn  Growers  Association  supports  the  Old  West  Regional  Veteri- 
nary College  plan  for  the  University  of  Nebraska-Lincoln. 


Statement  of  Earl  L.  Strong,  President,  Nebraska  Feed  Grain  Growers 

Association 

Mr.  Chairman  and  members  of  the  committee:  We  welcome  the  opportunity  to 
present  our  views  on  the  new  farm  bill.  We  need  price  support  legislation  because 
the  weather  determines  the  price  of  feed  grains  more  than  any  other  single  factor. 
Last  year  we  had  a  short  crop  and  the  price  of  corn  is  still  only  equal  to  the  cost  of 
production.  A  series  of  good  crop  years  without  price  protection  would  be  die* 
astrous. 

We  ask  that  the  new  bill  set  the  loan  price  at  a  percent  of  parity.  In  1977  the 
loan  price  for  corn  was  set  at  $2.00  per  bu.  That  was  60  percent  of  parity  then  and 
about  equal  to  the  cost  of  production.  Today  the  loan  price  is  $2.25  per  bu.  while 
the  cost  of  production  and  60  percent  of  parity  is  $3.00  per  bu.  If  the  loan  price 
had  been  set  at  60  percent  of  parity  rather  than  $2.00  for  corn  in  1977,  the  farmer 
would  not  be  in  the  financial  trouble  he  is  today. 

We  need  a  farm  program  that  will  stablize  grain  prices  at  a  reasonable  level 
and  still  not  cost  a  lot  of  money.  This  can  be  accomplished,  in  part  at  least,  by 
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eliminating  the  target  price  and  cash  payments  for  set-aside  acres.  If  we  are  ever 
going  to  get  a  handle  on  inflation,  government  spending  must  be  reduced.  The 
budget  of  all  Departments  will  have  to  be  cut;  that  of  the  Agriculture  Department 
along  with  the  rest. 

For  this  type  of  program  we  would  make  the  following  suggestions;  1.  Set  the 
"Basic  Loan  Rate"  for  wheat  and  feed  grains  at  50  percent  of  parity.  2.  Authorise 
the  Secretary  to  implement  a  set-aside  program,  if  he  determines  that  the  total 
supply  of  any  commodity  will  likely  be  excessive,  taking  into  account  the  need  for 
adequate  reserves,  domestic  use  and  export  needs.  3.  Eliminate  target  price  and 
paid  acreage  diversion.  4.  Require  the  Secretary  to  establish  a  set-aside  of  at 
least  10  percent  of  the  established  feed  grain  base  whenever  the  price  of  corn  falls 
below  CO  percent  of  parity  for  the  three  months  of  October,  November,  and 
December.  When  the  10  percent  set-aside  is  in  effect,  the  loan  rate  for  corn  should 
be  established  at  65  percent  of  parity  for  those  who  participate.  All  who  participate 
should  be  permitted  to  place  their  grain  in  the  Reserve.  This  should  include  all 
grain  produced  under  the  set-aside  and  that  produced  in  the  prior  year.  Set  the 
release  price  at  75  percent  of  parity  and  the  call  price  at  85  percent  of  parity. 

4a.  Authorize  the  Secretary  to  increase  the  set-aside  to  20  percent  or  30  percent 
if  necessary.  If  a  20  percent  set-aside  is  in  effect,  the  loan  rate  should  be  increased 
to  75  percent  of  parity,  and  when  a  30  percent  set-aside  is  in  effect  the  loan  rate 
should  be  85  percent  of  parity.  In  both  instances  there  should  be  corresponding 
increases  in  the  release  and  call  price. 

5.  Require  the  Secretary  to  provide  storage  payments  for  all  grain  held  in 
"Producer  Held  Reserves'1  and  to  set  the  interest  rate  on  these  loans  at  no  more 
than  8  percent. 

(6.)  Establish  a  maximum  annual  payment  of  $50,000.00.  If  the  total  payment  to 
all  participants  exceeds  the  amount  budgeted  for  price  support  programs,  pro-rate 
the  amount  allowed  amongst  the  participants. 

Although  most  operators  of  large  farms  might  not  participate  in  this  program, 
we  believe  that  because  of  the  price  protection,  enough  operators  of  small  and 
medium  sized  farms  would  participate  to  make  it  successful. 

It  is  said  that  past  farm  programs  have  helped  the  operators  of  large  farms 
more  than  those  of  small  and  medium-sized  farms  and  have  contributed  to  the 
decrease  in  the  number  of  these  small  and  medium  sized  farms.  It  has  been  es- 
timated that  by  the  year  2000  about  100,000  large  farms  will  produce  the  major 
portion  of  our  grain.  There  will  still  be  about  one  million  part-time  farmers  who 
receive  the  major  part  of  their  income  from  off-farm  employment.  Most  of  the 
one  million  operators  of  small-  and  medium-sized  farms  who  today  receive  a 
large  part  of  their  income  from  farming  will  have  left  the  farm.  We  hope  that  this 
program  will  help  slow  this  exodus  from  the  farm. 

This  concludes  my  testimony  before  this  Committee.  Thank  you  for  your  time. 
I  would  be  glad  to  answer  any  question  you  may  have. 

TO   ALL   MEMBERS   OF   CONGRESS 

Attached  is  a  statement  to  the  House  Agriculture  Committee  relative  to  the 
new  farm  bill.  If  enacted  substantially  as  we  have  presented  it,  we  believe  that 
it  will: 

(1)  Stabilize  the  price  of  grain  at  a  level  that  will  meet  the  cost  of  pro- 
duction for  most  farmers. 

(2)  By  stabilizing  the  price  of  grain,  it  will  stabilize  the  price  of  food  at 
a  level  most  consumers  can  afford. 

(3)  By  maintaining  adequate  reserves,  we  will  eliminate  the  probability 
that  a  short  corp  would  result  in  very  high  food  prices. 

Food  stamps  and  other  programs  that  are  of  importance  to  many  consumers 
are  included  in  the  farm  bill.  The  President  has  asked  for  cuts  in  all  spending  pro- 
grams. It  may  be  that  some  of  these  cuts  arc  deeper  than  necessary.  We  do  know 
that  federal  spending  must  be  cut,  if  inflation  is  to  be  controlled.  We  hope  that 
the  Administration  and  the  leaders  in  the  House  and  Senate  can  come  up  with 
legislation  that  will  do  this  and  still  maintain  programs  that  will  accomplish  those 
things  for  which  they  were  established. 

We  feel  that  the  new  farm  bill  is  a  very  important  piece  of  legislation  and 
hope  that  you  will  give  it  careful  consideration  when  you  cast  your  vote  when  it 
is  voted  on  in  the  Senate  and  in  the  House. 
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Statement  of  David  T.  Anderson,  President,  Nebraska  Grain  SoMSUlf 

Producers  Association 

We  in  the  Nebraska  Grain  Sorghum  Producers  Association  appreciate  this 
opportunity  to  present  testimony  to  your  committee.  We  on  the  N.G.S.P.A. 
Board  of  Directors  unanimously  support  the  legislative  position  of  the  National 
Grain  Sorghum  Producers  Association.  Included  is  a  summary  of  this  joint 
legislative  position. 

Senator,  I  can  speak  from  a  position  of  experience  when  I  state  that  many 
sorghum  farmers  are  having  a  tough  economic  time.  The  family  farm  as  we  know 
it  is  in  grave  danger.  It  is  reported  that  national  agricultural  debt  has  increased 
765  percent  in  the  last  20  years  while  the  assets  increased  only  300  percent.  This 
is  evident  in  my  own  community  by  numerous  farm  sales,  farms  (even  inherited 
farms)  carrying  2  and  3  mortgages,  farmers  retiring  early,  often  in  their  50*8 
while  they  have  some  equity  left,  and  by  overworked  loan  officers  at  banks, 
P.O. A.  and  F.H.A.  offices,  being  besieged  by  hoards  of  desperate  farmers. 

The  U.S.D.A.  estimated  that  the  1980  national  cost  of  production  for  grain 
sorghum  was  $6.72  per  cwt.  The  current  price  at  mv  local  elevator  is  $4.85  per 
cwt.  Our  community  located  in  extreme  southern  Nebraska  was  like  much  of 
Kansas,  Oklahoma  and  Texas  in  that  due  to  the  drought  and  chinch  bugs  we 
raised  50  percent  or  less  of  a  normal  crop.  In  many  ways  the  situation  is  worse 
now  than  it  was  several  years  ago  when  farmers  traveled  to  Washington!  D.C. 
in  large  numbers. 

Any  new  farm  program  must  take  into  consideration  the  high  cost  of  pro* 
duction  when  setting  loan,  target,  and  or  call  levels.  Our  family  farms,  local 
communities,  states  and  the  nation  can  not  long  endure  this  fleecing  of  our  basic 
industry. 

We  in  N.G.S.P.A.  realize  the  necessity  of  export  sales  of  grain.  However,  it 
is  my  personal  belief,  that  exporting  grain  at  a  price  below  the  cost  of  production 
does  not  necessarily  help  our  nation's  economy,  but  upon  close  examination  may 
even  hurt  our  nation's  well-being.  Every  bushel  of  grain  that  is  exported  below 
the  cost  of  production  removes  a  dollar  or  more  out  of  the  U.S.  economy.  In 
the  past  when  farm  inputs  consisted  of  U.S.  produced  oil,  domestic  fertilizer, 
domestic  steel  and  other  metals,  etc.,  it  was  much  like  moving  these  "Loss'' 
dollars  from  one  hand  to  the  other.  Today,  however,  a  large  percentage  of  these 
inputs  are  imported  at  high  prices  causing  a  NET  LOSS  to  our  economy  creat- 
ing economic  hardships.  In  this  respect  it  may  be — I  repeat — may  be  better 
to  either  increase  export  prices  or  reduce  production  through  increased  con- 
servation of  our  precious  land,  rather  than  promoting  permanent  over  produc- 
tion, low  prices,  and  rape  of  the  land  by  forcing  the  farming  of  every  acre  whether 
it  is  suitable  for  farming  or  not.  Perhaps  a  strategic  reserve  of  farm  ground  similar 
to  that  of  oil  and  precious  metals  should  be  considered.  I  realise  these  are  "off- 
beat" ideas  but  perhaps  this  is  a  place  to  air  them.  Thanks  for  your  time  and 
interest  in  agriculture. 

LEGISLATIVE   POLICY  OF  GRAIN  SORGHUM   PRODUCERS  ASSOCIATION,  AS  APPROVED 
BY  THE  GSPA  NATIONAL  BOARD  OF  DIRECTORS,  FEBRUARY  24,  1981,  SUMMARY 

It  is  the  view  of  Grain  Sorghum  Producers  Association  that  the  Agricultural 
Act  of  1981  should  include: 

Price  Goals:  equal  to  a  minimum  of  the  National  Average  Cost  of  Production 
(COP)  plus  15  percent.  This  is  cost  of  production  plus  the  normal  gross  profit 
expected  by  other  industry. 

Price  Supports:  set  at  National  Average  Cost  of  Production  (Tenant  Share). 

Reserve:  "Call"  levels  set  at  not  less  than  National  Average  Price  Goal  with 
government  paying  all  storage  and  interest  cost. 

Conservation  Programs:  automatic  and  with  pay  when  reserve  or  carryover 
stocks  of  coarse  grains  exceed  one  billion  bushels. 

Disaster  Programs:  should  be  extended,  especially  in  all  counties  and  on  crops 
where  a  workable  and  acceptable  Federal  Crop  Insurance  program  is  not  in 
place. 

Federal  Crop  Insurance  Corporation:  for  efficiency  and  maximum  coordina- 
tion with  local  producer  leadership,  Federal  Crop  Insurance  should  be  administered 
byASCS. 
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Export  Sales  Expansion:  with  additional  government  market  development 
funds  and  expanded  export  credit  programs. 

Embargo  and  Export  Sales  Restrictions:  (Including  labor  interruptions) — 
The  Administration  shall  be  required  to  raise  loan  rates  on  agricultural  com- 
modities to  National  Price  Goal  (115  percent  of  COP)  in  all  cases  except  those 
declared  to  be  necessary  to  national  security.  In  cases  of  national  security  the 
loan  shall  be  set  at  not  less  than  the  current  National  Average  Cost  of  Produc- 
tion. 

Gasohol  and  Agriculturally  Derived  Fuel  Production:  should  be  expedited 
every  wav  possible  by  national,  state,  and  local  governments. 

Agricultural  Research:  should  be  allotted  federal  and  state  funds  adequate  to 
carry  out  basic  agricultural  research  necessary  to  continue  efficient  production. 

Taxation:  more  favorable  estate  tax  programs  in  order  not  to  destroy  a  farmer's 
estate  with  excessive  taxes  at  the  time  of  his  death. 

Federal  and  State  Grain  Warehouse  Licenses:  shall  be  updated  to  insure 
farmers  from  losses  on  grain,  delivered  to  commercial  warehouses.  The  grain 
shall  be  declared  the  farmers'  sole  property  until  it  is  sold  and  shall  not  be  con- 
sidered collateral  of  the  elevator  for  use  in  obtaining  loans,  mortgages,  or  other 
uses  that  threaten  the  farmers'  ownership  of  the  grain. 


Statement  op  Rot  Smith,  President,  Nebraska  Soybean  Association 

Senator  Zorinsky  and  Members  of  the  committee,  I  am  Roy  Smith,  President 
of  the  Nebraska  Soybean  Association  and  a  corn  and  soybean  farmer  from  Cass 
County,  Nebraska.  I  thank  you  for  the  opportunity  to  present  the  policy  of 
the  Nebraska  Soybean  Association  on  matters  concerning  Soybean  farmers. 

The  growth  of  the  soybean  industry  nationwide  has  been  phenomenal.  Soy- 
beans are  now  America's  number  one  cash  crop — a  value  of  15  billion  dollars 
in  1980.  The  development  of  the  soybean  industry  in  Nebraska  has  paralleled 
that  of  the  nation  as  a  whole,  to  the  point  where  53  million  bushels  nave  been 
produced  in  the  last  2  years.  Soybeans  are  now  approximately  equal  in  value 
to  wheat  and  grain  sorghum  in  this  state,  and  prospects  are  for  increased  acreage 
again  in  1981. 

The  tremendous  growth  of  the  soybean  industry  has  resulted  in  a  large  part 
from  demand  created  by  an  aggressive  market  development  program  pursued 
by  the  American  Soybean  Association.  Freedom  from  government  controls  has 
made  supplies  of  beans  available  to  fill  this  ever  increasing  demand. 

The  Nebraska  Soybean  Association  requests  for  legislation  are  based  on  the 

Erevious  market  oriented  programs.  We  specifically  request  that  the  following 
e  written  as  permanent  legislation  concerning  soybeans. 

(1)  That  the  Secretary  of  Agriculture  be  prohibited  from  requiring  a  set  aside 
or  other  production  adjustment  program. 

(2)  That  there  be  no  target  price  for  soybeans. 

(3)  That  there  be  no  reserve  for  soybeans  or  no  paid  storage  which  would,  in 
effect,  constitute  a  reserve. 

We  believe  that  the  CCC  loan  program  is  a  necessary  part  of  an  oiderly  market- 
ing system  and  that  it  should  contain  the  following  provisions:  First,  that  all 
soybean  growers  be  eligible  for  the  loan  regardless  of  compliance  with  other  pro- 
grams or  the  amount  of  production.  Second,  that  the  loan  rate  be  based  on  a 
moving  average  pi  ice  of  cash  soybeans  in  Chicago  over  the  last  five  years.  This 
would  automatically  adjust  for  market  situations.  In  other  matters,  we  ask  that 
additional  funds  be  committed  to  foreign  market  development  through  FAS. 
Soybean  growers  currently  invest  about  $2  million  more  of  their  own  money 
for  maiket  development  than  the  government.  We  request  that  funds  not  be  cut 
for  agricultural  production  research  or  consei  vation  progiams. 

In  conclusion,  unlimited  access  to  maikets  has  been  the  key  to  the  almost 
unlimited  profitability  of  the  soybean  industry.  Embargos,  bilateral  trade  agree- 
ments and  other  restrictive  policies  imposed  by  the  federal  government  have 
done  irreparable  damage  to  the  profitability  of  soybeans  to  the  American  farmer. 
Only  through  the  cooperation  of  government,  farmer,  and  industry,  can  profit- 
ability of  soybeans  be  increased  and  their  contribution  to  our  national  economy 
be  improved. 
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RESOLUTIONS — NEBRASKA  SOYBEAN  ASSOCIATION— US1 

(1)  Co-operation  With  Other  Farm  Organizations:  Resolved  that  the  NBA. 
co-operate  with  other  farm  organizations  when  requested  provided  that  the  mat- 
ters in  question  relate  directly  to  the  well  being  of  soybean  producers  and  that 
any  stand  taken  is  compatible  with  existing  policy  of  NSA  and  the  American 
Soybean  Association. 

(2)  Agricultural  Lime  Testing:  Resolved  that  NSA  support  legislation  which 
would  guarantee  quality  of  ag  lime  delivered  to  producers  without  being  a  hard- 
ship to  manufacturers  and  suppliers. 

(3)  Support  LR  16 — Lift  Grain  Embargo:  Resolved  that  NSA  support  Nebraska 
Legislature  LR  16  calling  for  an  end  to  the  Soviet  grain  embargo. 

(4)  Checkoff  Legislation:  Resolved  that  NSA  would  be  opposed  to  any  change 
in  any  of  the  checkoff  legislation  that  would  weaken  the  efforts  of  Nebraska  soy- 
bean growers  through  the  Nebraska  Soybean  Development,  Utilization  and  Mar- 
keting Board. 

(5)  Deferred  Pi  icing:  Resolved  that  NSA  and  ASA  inform  producers  of  their 
pitfalls  of  delivering  soybeans  under  a  deferred  price  agreement  as  not  being  an 
effective  method  of  supporting  price  because  it  does  not  require  commodity  to  be 
priced  before  it  is  processed  and  because  thru  delivery  under  such  agieement 
the  producer  loses  title  to  the  commodity. 

(6)  Warehouse  Law:  Resolved  that  NSA  request  the  Legislature  to  amend  the 
grain  warehouse  statute  to  lequiie  eveiy  grain  company  in  Nebraska  to  hold  a 
state  license  requiring  a  blanket  bond  to  covei  warehousing  and  merchandising 
liabilities.  Also  that  a  warehouse  receipt  be  lecognized  as  an  exclusive  light  of 
owneiship  of  commodity. 

(7)  Veterinary  College:  Resolved  that  recognizing  the  importance  of  a  thriving 
livestock  industry  to  the  soybean  producer  the  NSA  supports  the  construction  of  a 
regional  veterinary  college  at  the  University  of  Nebraska. 

(8)  USD  A  Budget  Cuts:  Resolved  that  NSA  request  ASA  to  develop  a  position 
paper  outlining  the  contributions  made  by  farmers  to  controlling  inflation  in  the 
past  25  years  and  that  if  cuts  are  made  in  USDA  funding  that  the  following  pro- 
grams not  be  cut:  Resolving  Export  Credit  Funds,  FAS  Funding  of  Market  Devel- 
opment, and  Production  Oriented  Agricultural  Research. 

(9)  Soy  Profit  Sponsors:  Resolved,  the  NSA  would  like  to  formally  thank  the 
Nebraska  Soybean  Board,  the  Nebraska  Co-operative  Extension  Service,  the  many 
agribusiness  sponsors  ana  the  Nebraska  news  media  for  their  support  of  the  1981 
Nebraska  Soy  Profit  Sessions. 

(10)  Banvel  Herbicide:  Resolved  that  NSA  urge  ail  farmers  to  restrict  the  use 
of  Banvel  herbicide  to  such  times  and  places  where  there  is  no  danger  of  drift 
damaging  soybean  fields. 

(11)  One  Cent  Grower  Investment:  Be  it  resolved  that  the  Nebraska  Soybean 
Association  iecommend  that  the  Nebraska  Soybean  Development,  Utilization  and 
Marketing  Board  increase  the  H  cent  grower  investment  to  one  cent. 


Statement  of  Larrt  Schram,  President,  Nebraska  Livestock  Feeders 
Association,1  Papiluon,  Nebr. 

Senator  Zorinsky,  and  members  of  the  Senate  Committee  on  Agriculture.  I  am 
Larry  Schram,  President  of  the  Nebraska  Livestock  Feeders  Association,  from 
Papillion,  Nebraska.  I  am  a  farmer  and  cattle  feeder  from  that  area.  I  represent 
3,555  Nebraska  livestock  feeders  mostly  in  the  eastern  and  southern  half  of  the 
State. 

I  appreciate  very  much  the  opportunity  of  appearing  before  you  today  and  I 
also  congratulate  you  on  your  resourcefulness  in  coming  to  Nebraska  to  listen  to 
the  agricultural  community.  You  have  saved  us  much  time  and  money. 

First,  I  must  set  the  stage  for  my  remarks  today.  As  a  livestock  feeder  and 
representing  livestock  feeders,  we  look  at  the  farm  program  in  an  entirely  differ- 

*  The  Nebraska  Livestock  Feeders  Association  is  a  volunteer,  non-profit,  trade  organisa- 
tion supported  wholly  by  membership  dues.  Its  members  represent  the  cattle,  hog,  and  sheep 
feeders  and  producers  of  Nebraska.  The  membership  Is  concentrated  in  the  eastern  one-haft 
of  the  state.  It  is  an  affiliate  of  the  National  Cattlemen's  Association.  It  represents  over 
3,555  livestock  feeders  and  producers.  ■•     - 
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*r.r  way  •har.  'h*  ger.*ra:  grain  fanner.  Most  feeders  do  not  participate  in  the 
farcr.  pr'.grarr..  W*  f  *■*■•;  ail  of  the  grain  ar.*i  forage  tha:  we  raise.  W-"  :•  :_i;-  ask 
•he  Gv.err.rr.e:.-.  fo:  ar.y  rare**  price*  or  loan,  guarantee*.  We  riant  what  we  seed 
ar.':  gr',w  cr-,r,-.  for  o.r  cat*>  anoi  hoe*  acccr  iir.g  v-  what  will  wr.rk  in  our  feeding 
proarrar.o.  M\.ch  of  o\.r  cor:.  L-  c;-t  for  -ilage  v.-  it  ha.*  always  beer.  -iiSo -it  for  a 
ca^'.e  ftf-";"-*r  *o  *-*ar..i.-h  ;:  ■■:•■  c*r.t  y ;*■!■•■  r.a.-.'-. 

Ho '* ever,  I  'io  r.o*.  want  to  leave  ar*  im  predion  that  we  have  n».-  interest  in  this 
we!:-vs*.rig  of  the  feed  grain  :ndT>*.ry.  Many  r.f  -.>  are  buying  c»_rn  and  re  iio  every 
'iv.-     'A"  are  tr.e  grain  farrr.*r  -  iarze-t  »""..- *■  rr.er.  th-r-f^-re.  w»  are  coLcerned- 

Witr.  thi.-  preface  ir.  rr.i:.  :.  I  -a.  .11  try  ar.d  relate  to  you  ^n>-  »f  i.ur  Aaa*:>oiat ion's 
po :  i  '■  v  a  r.  d  ph  iio  *  o  p  r.  v  .ry.ir.tr.  v  poi  n  t . 

1,  FRED  GRAIN  PROGRAM:  W*  --ipr^.r:  th*  target  price  ccr.cept  as  a 
method  of  controlling  fc-d  grain  production  and  -up  port  the  concept  of  feed  grain 
reserves  being  owned  by  farmer-.  We  al-so  feel  that  some  arrangements  for  loans 
should  be  worked  out  in  order  to  allow  farmer.*  to  ke*p  operating  while  holding 
th'-ir  grain  in  t+.-'-.tv*. 

'2>  EMERGENCY  AND  DISASTER  PROGRAMS:  We  support  emergency 
ataxia  nee  in  the  event  *A  ^eriou.-  natural  di^a.-ters  and  support  development  of  a 
helf-prepetuating  Feci  era  I  Crop  Insurance  Program  which  dr.es  not  include 
livestock. 

(Z,  FEDERAL  CROP  INSURANCE— SILAGE  PROVISION:  The  corn- 
.-Jlage  provision  in  the  crop  insurance  contract  ofT*rM  by  the  Federal  Crop 
Insurance  Corporation  i-  di-criminatory,  unfair,  and  arbitrary:  and  meml>ers  of 
the  NLFA  have  been  adver-ely  affected  by  this  provision.  Therefore,  the  NLFA 
ahks  for  Congressional  and  I  "SUA  .»'ipi>ort  for  a  course  of  action  that  will  bring 
about  a  deletion  of  the  com— ilage  provision  of  the  FCIC  contract  and  that  all 
subsequent  lo?-.-e-  b'-  apprai-'-d  and  ad ju -ted  on  the  ba>i-  of  grain  production  only. 

(4)  LAND  USE:  The  NLFA  support-  the  concept  that  the  right  to  own  and  use 
land  for  orivatr-  purpo-.'-.  i-  baMc  to  the  American  way  to  life  and  to  our  economic 
fly  a  tern.  If  land-u-e  planning  is  to  be  utilized,  it  should  l>e  done  only  at  the  local 
level  with  agricultural  intere-t-  highly  represented.  Therefore,  this  Association 
holds;  (1)  that  the  Congress  should  protect  the  right  to  use  private  property  as 
provided  under  the  Fifth  Amendment  of  the  Constitution  of  the  United  States;  (2) 
that  Government  interference  with  the  right  of  the  individual  to  own  and  use  land 
should  be  limited  to  that  of  overall  technical  assistance;  (4)  that  the  use  of  land 
for  food  production  be  given  high  priority,  consistent  with  the  need  for  ever- 
expanding  production;  (o)  that  freedom  of  ownership  and  land  management  be 
recognized  as  essential  to  a  strong,  healthy,  and  productive  agriculture. 

(5)  EXPORT  CONTROLS:  'Ihe  exportation  of  agriculural  commodities  and 
products  is  crucial  to  th*»  United  States  and  is  in  the  best  interests  of  agricultural 
producers.  We  are  a  dependable  supplier  and  oppose  any  export  restrictions  placed 
on  any  agricultural  commodities. 

We  hope  that  under  the  new  Administration,  something  will  be  done  to  stop  the 
State  Department  from  running  rough-shod  over  the  US  DA  Foreign  Agricultural 
Service.  Agriculture  should  not  be  used  as  a  pawn  in  the  hands  of  the  State 
Department  for  their  selfish  interests.  This  has  been  the  pattern  for  many  years. 

I  would  also  like  to  make  a  statement  regarding  any  embargos  of  products  to 
foreign  countries.  If  embargos  arc  necessary  for  the  national  security,  tnen  embar- 
gos should  be  placed  on  all  exports  across  the  board  to  that  country.  One  segment 
of  the  citizentry  should  not  be  made  to  shoulder  the  entire  burden. 

Another  point  on  exports  that  is  not  consistent  with  good  business  is  that  we  are 
the  only  nation  that  exports  raw  materials  and  import  finished  products.  We 
should  make  a  strong  move  toward  exporting  only  finished  products  that  we 
may  increase  our  own  Gross  National  Product  and  increase  the  use  of  our  own 
labor. 

(6)  ENERGY:  We  recognize  the  serious  impact  on  agriculture  because  of 
diminishing  energy  supplies.  We  must  develop  all  alternate  sources  of  energy 
when  economically  feasible.  We  must  proceed  with  haste — time  is  of  essence.  To 
accomplish  this,  irresponsible,  unrealistic,  obstructionists  and  by  government 
restrictions,  must  be  removed. 

(7)  ECONOMIC  STABILIZATION  OF  RED  MEATS:  The  current  policy  of 
the  NLFA  strongly  opposes  the  application  of  price  controls  to  livestock  and 
meats.  Since  red  meats  are  produced  as  entirely  free  enterprise  system;  and 
inflated  prices  are  the  result,  not  a  cause  of  inflation;  and  price  controls  and, 
related  measures  seriously  distort  production  and  marketing,  create  shortages 
and  are  otherwise  detrimental  to  the  public  interest  and  to  the  interest  of  pro- 
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riucers,  marketers,  and  consumers;  therefore,  the  Nebraska  Livestock  Feeders 
Association  insist  on  a  "No  Price  Control"  policy  on  all  livestock  meats,  and 
meat  by-products. 

(8)  CAPITAL  GAINS  TAX:  Our  free  enterprise  system  has  developed  our  coun- 
try to  tho  highest  standards  known;  and  this  system  has  provided  employment 
and  a  living  standard  unknown  elsewhere  in  the  world.  The  free  enterprise  system, 
through  employment  and  profits,  pay  the  taxes  to  maintain  all  levels  of  govern- 
ment; and  risk  capital  is  imperative  in  our  free  enterprise  system.  Capital  gains 
have  traditionally  been  taxed  at  a  lower  rate  than  ordinary  income  to  encourage 
risk  investments;  therefore,  Congress  should  make  no  attempt  to  increase  present 
tax  rates  on  capital  gains  or  to  threat  capital  gains  as  ordinary  income. 

Just  as  capital  gains  tax  on  a  home  may  be  deferred,  the  tax  on  gain  from  sale  of 
agricultural  lands  and  other  capital  assets  should  be  deferred  if  the  seller,  within 
18  months  of  receiving  proceeds  from  a  sale,  re-invests  those  proceeds  in  like 
property.  (This  provision  would  be  comparable  to  the  statute  governing  property 
acquired  by  Eminent  Domain.) 

(9)  FEDERAL  ESTATE  TAXES:  The  value  of  property  contained  in  personal 
estates  for  estate  tax  valuation  purposes  has  increased  substantially  due  to  infla- 
tion; and  the  exemption  from  federal  estate  taxes  is  a  fixed  dollar  amount,  the 
value  of  which  is  reduced  each  year  by  inflation.  The  NLFA  asks  the  Congress  to 
work  for  legislation  that  would  restore  and  maintain  the  real  value  of  exemptions 
on  federal  estate  taxes,  and  even  go  so  far  as  to  eliminate  Federal  Estate  Taxes* 
The  cry  is  to  maintain  the  family  farm.  If  we  are  serious,  we  can  help  maintain  the 
family  farm  by  not  forcing  an  heir  to  liquidate  a  portion  of  their  inheritance  in 
order  to  pay  the  inheritance  tax.  Farms  and  feedlots  may  have  a  huge  real  value, 
but  zero  cash  flow.  Therefore,  in.  order  for  an  heir  to  pay  the  tax  many  times,  he 
must  reduce  the  land  holdings  until  the  unit  becomes  uneconomical  to  operate  or 
he  will  have  to  borrow  tremendous  sums  of  money  against  the  property  and  start 
maying  payments  like  a  person  would  do  if  they  were  just  starting  farming. 

This  is  a  very  important  issue  and  should  be  given  serious  consideration  by  all. 

(10)  FEDERAL  SPENDING  LIMITATIONS:  We  strongly  support  the  limi- 
tations of  spending  by  the  Federal  Government  and  insist  the  Congress  and  the 
Administration  balance  the  United  States  budget. 

SUMMARY 

The  Nebraska  Livestock  Feeders  Association  does  not  have  a  strong  feeling 
about  the  general  farm  program.  Livestock  people  plant  what  they  need  to  feed 
their  livestock.  We  do,  however,  feel  that  there  should  be  some  loan  provisions 
for  "on  the  farm'*  stored  grain. 

I  must  clear  up  one  normal  misconception  that  many  people  and  Congressmen 
think :  Livestock  feeders  do  not  want  cheap  feed  grains.  Cheap  feed  grains  always 
lead  to  lower  fed  cattle  and  hog  prices. 

We  believe  another  philosophical  point;  that  whenever  we  make  a  Government 
farm  program  too  glorified,  it  usually  comes  back  to  haunt  us.  The  least  subsidy 
and  governmental  involvement  possible  should  prevail  for  the  overall  good  of  the 
farmer  and  consumer.  Profit  is  the  best  incentive  for  production. 

Speaking  of  profit,  the  cattle  feeder  has  not  seen  a  profit  for  19  months.  In  fact. 
most  fed  cattle  going  to  market  at  the  present  time  are  losing  from  $80  to  $100 
per  head.  Many  feeders  report  that  they  are  in  worse  shape  now  then  they  were 
during  the  bad  years  around  1974.  Interest  rates  and  the  over-all  cost  of  doing 
business  has  eroded  all  profit  and  forced  us  into  a  serious  "red-ink"  situation. 
Meat  retailers,  thinking  that  cattle  prices  would  eventually  go  higher,  have  been 
holding  the  retail  price  of  beef  at  an  all  time  high.  The  wholesale  to  retail  price 
spread  on  beef  in  February  reached  an  unheard  of  difference  of  $416.66  per  1,000 
pound  steer. 

The  National  Cattlemen's  Association  and  the  Nebraska  Livestock  Association 
have  been  talking  to  the  meat  retailers  asking  for  their  assistance  in  our  meat 
dilemma.  Many  of  the  stores  are  cutting  prices  as  much  as  20  percent  during  this 
past  week  and  are  finding  increases  in  beef  sales  up  by  over  8  percent.  This  is  an 
excellent  opportunity  for  consumers  to  save  on  their  meat  bill  at  the  expense  of  the 
feeder.  Our  hope  is  that  we  can  eat  our  way  out  of  the  "glut"  in  the  market. 

I  appreciate  your  listening  to  the  feelings  of  the  Nebraska  livestock  industry 
and  giving  me  an  opportunity  of  bringing  these  to  you.  I  apologize  for  straying 
from  the  text  of  the  pending  1981  Farm  Bill,  and  I  hope  that  you  will  accept  the 
information  given  in  your  deliberations  on  all  legislation  affecting  the  livestock 
industry. 
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TABLE  i— CATTLE,  BEEF  AND  CORK  PRICES,  ANNUAL  AVERAGES,  UB4I 


Choice  steers 

(hendred- 

weight)> 

600  lb  feeder 
cattle  (hundred- 
weight)1 

ReteH  choice 

beef  (tests  per 

pound) 

Corn,Ciecaet 
(perbesM) 

1975     

1976     

1977     

1978 

$45.21 

39.62 

40.60 

52.43 

$32.20 
38.14 
38.48 

57.14 
80.66 
72.87 

154.9 
148.2 
148L4 
18L9 
226.3 
237.6 

2.75 
2.30 
2.X 

1979 

68.42 

2.54 

1980     

198P       

67.97 

2.81 
148 

i  Cattle- Fax  averages. 
*  Estimated. 

Sources:  USDA  and  NCA. 

TABLE  4.— AVERAGE  MONTHLY  RETAIL  PRICES,  5  CUTS  OF  BEEF,  19  CITIES,  1979-8  1 


Bone-in 

Bone-in 

7-Boee 

Year  and  month 

Ground  beef 

round  steak 

sirloin  steak 

T-Bone  steak 

chuck  roest 

5-ceteverage 

1979: 

January 

$1.35 

$2.12 

$2.42 

$2.99 

$L39 

$2.05 

February 

1.50 

2.19 

2.60 

109 

L57 

2.19 

March 

1.53 

2.30 

2.66 

116 

L63 

2.25 

April 

May 

1.55 

2.50 

2.81 

134 

L68 

2.38 

1.62 

2.53 

2.99 

148 

1.77 

2.a 

June 

1.56 

2.39 

2.95 

147 

1.70 

2.41 

July 

1.56 

2.41 

2.96 

151 

1.63 

2.42 

August 

1.46 

2.27 

2.82 

141 

L52 

2.38 

September 

1.48 

2.36 

2.81 

140 

1.53 

2.32 

October 

1.47 

2.31 

2.79 

134 

1.58 

2.30 

November 

1.49 

2.27 

2.70 

126 

L57 

2.26 

December 

1.53 

2.39 

2.86 

137 

L66 

2.36 

Average 

1.51 

2.34 

2.78 

132 

1.60 

131 

1980: 

January 

1.57 

2.45 

2.86 

142 

L73 

2.41 

February 

1.58 

2.48 

2.79 

142 

L67 

2.38 

March 

1.59 

2.50 

2.74 

139 

L74 

2.38 

April 

May 

1.54 

2.43 

2.80 

137 

L69 

2.37 

1.51 

2.43 

2.74 

141 

L58 

2.33 

June 

1.49 

2.40 

2.92 

3.58 

L60 

2.40 

July 

1.51 

2.42 

3.06 

171 

L63 

2.47 

Aufust 

1.53 

2.51 

108 

175 

1.68 

2.51 

September 

October 

1.54 

2.47 

116 

182 

L69 

154 

1.55 

2.42 

2.96 

162 

L70 

2.45 

November 

1.57 

2.57 

2.91 

157 

1.67 

2.46 

December 

1.55 

2.47 

2.88 

149 

L72 

2.42 

Average 

1.54 

2.46 

2.91 

154 

L67 

2.43 

1981: 

January 

1.53 

2.41 

2.82 

150 

L68 

2.39 

February 

1.53 

2.51 

2.84 

150 

1.70 

2.42 

March 

1.49 

2.43 

2.82 

3.44 

L64 

2.36 

Source:  NCA  retail  price  survey. 
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However,  more  recently,  co^te  (particularly  energy,  feed  and  interest  costs) 
have  risen  very  rapidly,  and  cattle  prieea  have  not  kept  up.  In  fact,  cattle  price3 
now  are  lower  than  they  were  a  year  earlier  and  even  two  years  earlier.  The 
large  competitive  meat  supplies  and  the  weak  economy,  dampening  demand  for 
all  meat  somewhat,  have  hurt  beef  and  cattle  prices. 

As  a  result  of  this  situation,  the  industry  is  back  into  a  severe  cost^price  squeeze. 
Cattle  feeders  have  sustained  large  losses  most  of  the  time  since  mkf-1979.  (Table 
5)  And,  while  specific  data  are  not  available,  we  know  that  cow-calf  operators 
have  been  in  a  loss  or  no  better  than -break-even  position  for  more  than  a  year. 

OUTLOOK;  Because  of  short-tern*  changes  in  supplies,  beef  prices  this  year 
may  be  more  volatile  than  they  were  in  1980-  However,  meat  production  will 
be  very  ample  during  most  of  1981 1  and  average  prices  are  likely  to  be  favorable 
for  consumers. 

Usdess  the  economic  situation  for  cattlemen  improves  soon,  the  severe  losses 
now  being  sustained  by  cattlemen  are  likely  to  lead  eventually  to  herd  reduc- 
tions and  to  smaller  meat  supplies. 

Another  year  of  adverse  weather,  hurting  pastures  and  also  limiting  grain 
production  again,  could  speed  herd  reductioiis  and,  after  temporarily  large  meat 
supplies,  accentuate  the  eventual  decrease  in  beef  output. 

Meanwhile,  the  public  should  look  for  continued  good  buys  at  the  meat  counter. 
Meat  price  increases,  if  any,  continue  to  lag  well  behind  increases  in  the  prices 
of  most  things  we  buy. 


TABLE  L— U-S,  MEAT  PRODUCTION,  BY  QUARTERS,  1980-81 
[In  million  pounds! 


Pork'   Totaled  meat  i 


I960" 

jit  quarter.., „ .„  5.ZM 

Zd  quarter... _ ,„ $,250 

3d  quarter _ 5.  38: 

4th  quarter___._._. ^ 

Total ...... ... 

vmt* 

1st  quarter. , 

Zd  quarter.. ._.._........, 

3d  quarter „.., ,. 

4th  quarter..,,.. . ».,., 

Total . 


4,124 

9,541 

4,300 

9,714 

3,757 

9306 

4,25ft 

10.022 

3,298 
3,615 
3,596 


5,587 

4|  250 

ID!  022 

3,489 

?!r464 

1G,  431 

38,584 

13,999 

5,550 
5, 250 

4,011 
3,980 
3,620 
3h9?5 

9,750 
9,425 
9,505 
10,050 

3* 340 

3*700 

5,695 
5,890 

3,775 
3,550 

is*  us 


38*730 


14,365 


i  Carcass  weight 

*  Ready-to-cook  weight. 

'  Eitima1&0\ 

Sources:  USDA  and  HCA, 


TABLE  ir-OS.  CATTLE  NUMBERS  AND  PER  CAPITA  MEAT  SUPPLIES,  1975-81 

[Retail  weight] 


Cattle  numbers 
(million  head) 

Beef 
(pounds) 

Pork 
(pounds) 

Tutal  led  meat 
(pounds) 

Poultry 
(pounds) * 

1975     i. 

132.0 
12*0 
122,1 
1114 
HOLS 
111.2 
115.0 

819 

95.7 

ft 

716 

7a  s 
El 

SI.  2 
54,  G 
56.7 
56,9 
55.2 

El 

66.0 

145.5 
155.4 
153.7 
149.7 
147,  G 
150,7 
149.5 

49.2 

1976..„_„.. „.. 

1977_„__„ 

W78 „_ , 

1979. 

1980 1 „ ._ 

19*1* „. 

52.5 
54,2 

56,8 
6L6 
62,3 
64,0 

<  Ready-to-cook  weifht* 

'Preliminary. 

'  Estimated, 

Sources;  USDA  end  NCA, 
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Statement  of  Norma  Hall,  W.I.F.E.,  Women  Involved  xk  Farm 

Senator  Zorinskv,  I  am  Norma  Hall,  Eastern  Spokeswoman  for  W.I.F.E. 
testifying  on  behalf  of  Nebraska  W.I.F.E.,  I  too,  appreciate  you  holding  this 
hearing  in  Lincoln,  NE.  I  believe  you  have  saved  the  economy  of  Nebraska 
over  ten  thousand  dollars.  If  all  of  the  previous  speakers  would  have  traveled 
to  Washington,  D.C.  to  testify  we  would  have  spent  that  much  or  more. 

In  regard  to  the  1981  farm  bill,  I  feel  somewhat  like  the  small  child  writing  a 
letter  to  Santa  Claus.  He  knows  what  he  wants  and  needs  but  he  doesn't  know 
what  Santa  has  in  his  bag  to  offer.  So,  we  too  as  farmers  know  what  we  need  and 
want  but  we  do  not  know  what  OM&JB,  USD  A,  State  Department,  and  Congress 
have  for  us  in  their  plans. 

In  addressing  general  farm  policies,  I  have  some  goals  for  farm  legislation 
that  I  want  to  share  with  you. 

1.  A  fair  share  of  the  National  income  for  farm  families  and  fair  exchange 
value  for  farm  products.  Agriculture  must  have  a  return  to  investment  com- 
parable to  the  rest  of  the  economy.  As  an  example,  we  cannot  continue  to  sell 
our  products  at  below  cost  of  production  and  turn  around  and  purchase  a  used 
combine  at  $30,000  or  a  new  combine  at  $60,000  or  more. 

2.  Conservation  and  wise  use  of  resources.  Perhaps  we  need  to  analyze  the 
price  we  and  future  generations  will  pay,  as  we  continue  to  mine  our  water  and 
exploit  our  soil  in  order  to  increase  production  so  we  as  farmers  can  try  to  climb 
out  of  the  hole  by  producing  more  and  more.  We  know  the  importance  of  ex- 
ports to  the  farmer  and  the  nation's  balance  of  payment  but  will  exports  be 
listed  on  the  debit  side  of  the  ledger  as  far  as  conservation  is  concerned  in  the 
future? 

3.  A  safeguarded  food  supply  with  quality  food  and  fiber.  Productive  abun- 
dance will  best  be  served  with  a  stabilized  reserve. 

4.  The  stability  of  farm  communities  and  the  promotion  of  national  eco- 
nomic stability.  I  believe  that  the  price  structure  tor  agricultural  commodities 
is  the  single  most  important  aspect  of  federal  farm  legislation.  I  do  not  claim 
that  pricing  alone  will  solve  all  of  the  agriculture  problems.  There  has  never 
been  a  serious  economic  depression  in  America  when  the  Nation's  farmers  were 
prosperous. 

Now  with  those  four  goals  listed,  I  would  like  to  address  some  ways  those 
goals  might  be  attained. 

W.I.F.E.  urges  the  lifting  of  the  grain  embargo.  We  believe  that  embargoes 
should  not  be  invoked  unless  in  a  declared  national  emergency  and  with  the 
approval  of  both  Houses  of  Congress  in  which  case  the  90  percent  of  PARITY 
rule  shall  be  invoked.  If  embargoes  are  deemed  necessary,  then  we  feel  it  should 
be  a  total  embargo  of  all  goods  and  services. 

We  basically  support  the  1977  Food  and  Agricultural  Act  but  we  submit  some 
changes  that  could  oe  made  in  the  new  farm  legislation. 

If  it  becomes  necessary  to  reduce  production,  a  set-a-side  be  implemented  on 
a  unit  basis  (bushels,  pounds,  tons)  contingent  upon  annual  review  of  actual 
carryover  stocks  of  each  commodity.  We  believe  the  unit  concept  would  support 
the  conscientious  producer  and  rightfully  so. 

If  the  "target  price"  concept  is  included,  we  ask  that  it  reflect  a  realistic  cost 
of  production,  plus  a  profit  with  an  escalator  clause,  re-adjustment  semi-annually, 
using  the  cost  of  living  index.  A  target  price  system  is  based  on  deficiency  pay- 
ments to  farmers  in  an  amount  equal  to  the  shortfall  in  price  between  the  target 
price  and  the  market  or  loan  level  (whichever  is  less).  This  is  a  direct  subsidy 
and  it  tends  to  keep  prices  at  artificially  low  levels.  When  the  price  of  a  product 
is  kept  artificially  low  relative  to  inflation,  deflation  results.  Increasing  the  loan 
rates,  on  the  other  hand,  actually  raises  market  prices,  hence  reducing  the  de- 
flation. 

We  urge  a  change  in  the  present  formula  now  in  use  to  determine  the  CCC 
loan  rate  by  using  a  parity  formula  of  not  less  than  75  percent  on  commodities. 
In  relation  to  corn,  cost  of  production  is  actually  68  percent  of  parity  right  now. 
With  a  price  raise  expected  on  all  petroleum  products,  fertilizer,  seed,  labor  and 
transportation,  by  the  time  loans  will  be  made,  75  percent  parity  is  a  very  low 
ratio  loan  rate  to  establish.  Also,  it  should  be  made  clear  to  the  American  public 
that  these  grain  loans  are  just  that — a  loan,  repaid  at  a  reasonable  rate  of  in- 
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y'zAt't  >*>.':. 

IV.  A  proflffarri  Iik<i  thU  wofjld  do  the  following: 

A,  I'rovide  the  he*t  quality  food  for  Americans  at  a  price  cheaper  than 
aov where  in  the  world. 

H.  Would  greatly  f-Ane*  the  inhalance  of  trade  and  would  be  compa- 
rable to  the  r<txutu*»\\  market  countries  and  Japan. 

f '.  Would  help  -taolize  the  economy  with  sound  and  true  dollars  from  a 
ijjtahl*  orodiict,  in-tyad  of  inflated  paper  money  coming  from  a  printing 
pre»?»?  which  doe-  little  out  increase  the  national  debt  and  increase  inflation. 

I  J.  Hell*  reduce  unwriployrn'-nt  U;cau-e  the>e  real  dollars  would  generate 
through  the  econoiny  5  to  7  times,  thiia  creating  real  wealth  for  new  jobs  and 
indiihtrv. 

K.  Money  forthii  program  would  only  have  to  be  budgeted  the  first  year, 
thereafter  with  the  repayment  1  and  interest,  it  would  be  self  supporting,  thus 
it  in  not  a  burden  to  taxpayer**. 
I  believe  a  program  like  this  necessary  because  of  the  forces,  including  the 
federal  government,  that  are  not  allowing  a  free  marketing  system  to  work. 
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[The  following  material  was  submitted  by  Myron  Reaman,  National 
Gasobo)  Commission,  see  p.  61  for  his  oral  presentation.] 

Ten  Points  to  Ponder 

I,  National  security. 

(A)  Dispersed  and  decentralized  energy, 

(B)  Ethanoi  enjoys  wide  uses  in  national  emergencies. 
(D)  Defense  Department  can  stockpile  for  fuel. 

(D)  Ethanoi  can  be  produced  during  a  national  emergency. 

77.  Keeping  Federal  loan  guarantees  in  place 

(A)  Would  give  private  finance  sector  a  signal.  During  the  last  3  years  Federal 
policy  on  alcohol  fuel  has  changed  Four  times: 

1.  Four  cent  Federal  excise  tax  exemption  is  on  (1978). 

2.  Change  is  recommended  (1979). 

3.  DOE/USDA  bans  and  loan  guarantees  are  established  (1080). 

4.  Loans  and  loan  guarantees  are  withdrawn  (19S1). 

(B)  Ethanoi  is  not  seeking  a  handout: 

1.  It  is  important  to  continue  support  for  alternate  (now)  American  fuel* 

2.  Perhaps  we  need  to  continue  the  support  of  OPEC  to  the  tune  of  90-100 
billion  dollars,  rather  than  start  our  own  industry  with  loan  guarantees,  not 
hard  money. 

3.  DonJt  give  alcohol  industry  study  money,  but  loan  project  money, 

4.  Job  creation  alone,  approaches  1  million  people  when  6  billion  gallons  is 
produced  for  cost  of  12  billion, 

5.  Taxes  on  equipment,  processes,  incomes  of  projects  and  operating  person- 
nel will  be  contributions  to  Federal  Treasury,  not  withdrawals. 

6.  By  placing  our  trust  in  ethanoi  (now)  technology,  we  move  closer  to  a 
balanced  budget  through  less  exported  American  dollars.  Higher  American 
productivity  results  in  higher  taxable  incomes  for  the  U.S.  Treasury, 

777.  Implement  tax  incentives  for  198B  through  19  87 

(A)  Offer  a  5-year  equipment  writeoff. 

(B)  Continue"  10  percent  energy  investment  credit  through  1987. 

TV.  Stimulate  a  market  for  fuel  uritk  purchases 

(A)  Federal  fleets  are  the  largest  user  of  liquid  fuels  in  America.  They  should 
staii  buying  American  fuel. 

(B)  Secure  purchase  guarantees  from  the  Department  of  Defense  for  our 
national  security,  they  have  to  purchase  liquid  fuel,  It  should  be  American 
fuel. 

V.  Provide  engine  manufacturers  with  a  special  5  percent  tax  credit 

When  multiple  fuels  engines  are  marketed  to  the  private  sector,  why  must 
we  import  cais  from  other  countries  when  we  can  do  it  here?  We  had  alcohol 
engines  as  options  in  the  1930's,  thert  is  no  reason  we  can't  have  them  now! 

VI.  Provide  foreign  aid  in  the  form  of  renewable  energy  technologies 

Third  World  countries  need  our  know  how.  They  also  need  our  leadership 
in  this  technological  development. 

(A)  Bio  mass  is  indigenous  to  all  locales. 

(B)  Technology  transfers  requires  less  capital  formation  for  alcohol  from  bio- 
mass. 

(C)  Removing  countries  from  the  $2.50  to  $3.00  gasoline  prices  will  help 
their  economy  and  redistribute  the  allocation  of  funds  for  internal  growth.  It 
will  also  stimulate  international  purchasing  power  to  purchase  goods  and  services 
from  the  United  States. 

(D)  (Foreign  aid)  will  provide  expanded  marketplace  for  domestic  hardware; 
encourage  more  units  sold ;  and  reduce  unit  costs. 

(E)  Over  20  nations  have  visited  the  United  States  and  the  National  Gasohol 
Commission,  seeking  knowledge  about  alcohol  fuels*  Do  we  leave  it  to  others 
to  do,  or  do  we  have  what  it  takes  to  do  it  ourselves?  Brazil  is  doing  it* 
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"///.  Rrrmrir,*  "jabuoee  ana  municipal  solid  watte  eonwermon  bw  inwiting  jrfatfcn 

Ir.ay.r'.r^  ?it;-  >ader=.  rx  iicT-maicprs.  and  sanitation  engineers.  The  National 
A.ornr  •.  *•  iPi.-  0;rr.mi— ir.r.  aa.s  recently  reported  that  the  largest  150  cities  in 
\hf  Lriir^r!  .rr.n*"-.  have  "he  caoacitv  to  produce  10  billion  gallons  of  **—?h«4  foei 
17  2000. 

VII  f.  Pr;*"i!#   eaii*rxhip  for  ♦&*  prirnte  sector  to  follow  by  purchasing  i 
.'.:,;.  *  f  <•'.*-. t  q.r..int    f  n>:   chicles  fntm  Detroit  which  will  guarantee  th 

A  TTw*  F^-deni  ^:vir.mpr.T  must  purchase  vehicles  anyway.  They  «*w«M 
.,-.-  ~,  r.f  rict^  fr,i  aicr,hc  i  ;>.-w*red  can. 

B.  Jjerroit  ^i ii  k:-.ow  that  <ufficiei*t  cars  will  he  brought  to  justify  modest 
e  r» q;  r.e  r, I  r,  c  k  mod  i  fica  r  lr .  n  * . 

C  Tho*e  rw-i  3c?.i.ri>  will  create  sufficient  demand  that  will  stimulate  addi- 
tion ai  aicohol  fuel  product  ii  n. 

IX.  hereto?  policy  niggcrting  alternate  energy  education  and  conmrvatian 
Th^se   -hoiiiri   b*   ir.crrpo  rated    in   educational  curriculum  from  K 

coUf-ge.  The  U.R.   fV.v^r.imenr:  doesn't  need  to  withhold  funds  to  in 
thin  commonaense  approach  will  show  the  above  as  having  a  poaitn 

on  energy. 

X.  Allow  (he  alcohol  fuel  vndustrj  to  grow  with  a  lingular  purpose 

To  provide  Axr.eiica  with  a  totally  American  fuel-  Politics  should  be  as  far 
removed  from  energy  development  as  possible*  We  need  to  develop  a  national 
energy  policy  and  then  stick  to  it. 
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INTRODUCTION 

The  production  of  fuel  alcohol  is  needed  now.  Since 
we  are  currently  importing:  almost  half  of  the  oil  which 
we  use,  our  fuel  supply  is  vulnerable  to  upheavals,  wars, 
or  changes  of  leadership  in  the  major  OPEC  nations.  Our 
industry,  our  transportation  system,  and  our  national 
security  have  become  dependent  on  a  steady  flow  of 
liquid  fuel.  Some  countries  have  few  alternatives.  They 
have  neither  the  technology  nor  the  feedstocks  to  create 
another  supply  of  fuel.  But  we  do. 

Alcohol  fuel  is  not  a  new  idea.  Henry  Ford  designed  cars 
to  run  on  either  gasoline  or  alcohol.  But  as  we  became  a 
major  oil  producer,  and  the  price  of  foreign  oil  remained  low, 
there  seemed  to  be  no  need  to  develop  sources  of  supply  from 
our  abundant  renewable  resources.  So  until  the  mid  1970*8, 
the  concept  of  making  alcohol  fuel  from  biomass  languished. 

After  the  first  Arab  oil  embargo,  the  writing  on  the  wall 
became  clear.  Alternatives  would  have  to  be  developed. 
Nuclear  power  has  many  opponents  and  provides  no  liquid 
fuel.  Synfuels  from  coal  or  oil  shale  are  environmentally 
questionable  and  cannot  be  operational  for  a  decade.  Alcohol 
fuel  from  biomass  can  be  put  into  production  immediately 
as  both  the  technology  and  the  feedstocks  are  available. 

In  this  report,  we  explore  the  economic  impact  of 
investing  $12  billion  between  1981-1986  to  build  plants 
capable  of  producing  6  billion  gallons  of  fuel  alcohol.*  Over 
two-thirds  of  the  production  will  come  from  grains,  especially 
from  corn.  The  other  one-third  will  come  from  sugar  crops, 
cull  potatoes,  biomass  wastes  and  municipal  solid  waste. 

In  order  to  do  this  analysis,  we  developed  an  economic 
model  of  the  fuel  alcohol  industry.  This  model  was  used  in 
conjunction  with  Input/Output  tables  developed  by  the 
Bureau  of  Labor  Statistics.  The  first  part  of  the  model  dealt 
with  the  jobs  generated  during  the  period  of  construction  of 
the  alcohol  fuel  plants.  Both  the  construction  jobs  and  the 
industrial  jobs  generated  were  included.  The  second  part  of 
the  model  detailed  the  jobs  generated  by  the  operation  and 
maintenance  of  the  plant  itself.  These  jobs  would  be  ongoing 
as  long  as  the  plants  were  in  operation.** 


*If  this  fuel  alcohol  (ethanol)  is  mixed  with  gasoline  in  a  1:9  ratio  to  produce 
gasohol,  approximately  60%  of  U.S.  liquid  fuel  consumption  would  be  in  the 
form  of  gasohol. 
♦♦Throughout  this  report,  dollar  figures  are  in  1980  dollars,  and  "jobs"  means 
person-years  of  work. 


Digitized  by 


Google 


259 


In  creating  this  economic  model,  we  relied  on  data 
developed  by  Raphael  Katzen  Associates,2  Their  data 
delineated  the  equipment  needed  to  construct  alcohol  fuel 
plants  of  10  million  and  50  million  gallon  annual  capacity. 
Although  a  number  of  smaller  and  probably  larger  plants 
will  be  built,  the  job  generating  impact  of  producing  them 
would  be  similar  to  plants  in  the  10-50  million  gallon  range. 

It  is  important  to  note  that  the  development  of  the 
alcohol  fuel  industry  will  bring  healthy  economic  growth 
The  product  is  badly  needed.  It  would  provide  real  jobs 
—  needed  jobs  —  within  the  society,  and  the  capital 
investment  would  be  widely  dispersed  in  both 
agricultural  communities  and  industrial  centers* 

The  $12  billion  invested  in  this  industry  would  save 
$9.6  billion  year  in  and  year  out  from  being  exported  to 
OPEC*  The  money  would  stay  here,  the  jobs  would  stay 
here,  and  our  country  would  benefit  both  by  becoming 
stronger  economically  and  by  being  less  prone  to  engage 
in  wars  to  protect  the  sources  of  the  liquid  fuel  which  we 
want. 

This  initial  investment  in  producing  alcohol  can  be  a 
significant  step  towards  obtaining  a  major  portion  of  our 
liquid  fuel  from  our  own  renewable  resources.  For  within  a 
few  years,  improved  technology  will  be  available  for  the 
production  of  billions  of  gallons  of  alcohol  from  waste  paper, 
forest  waste,  wood,  agricultural  residue,  and  other  products 
which  contain  cellulose.** 


CONSTRUCTION  AND  INDUSTRIAL  JOBS 
CREATED  -  409,000  JOBS 

Hundreds  of  thousands  of  new  jobs  will  open  up  in 
the  economy  when  the  move  is  made  to  produce  major 
quantities  of  ethanol.  Many  of  these  jobs  will  be  in 
industries  which  have  been  hard  hit  by  the  sustained 
inflation  and  recession. 


*When  oil  is  at  $40  a  barrel. 

**The  cellulose  in  these  products  is  broken  down  into  sugars  which  are  then 
made  into  alcohol. 
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Construction  Jobs— 160,000  Jobs 

Erecting  $12  billion  worth  of  alcohol  fuel  plants  in  five 
years  constitutes  an  enormous  amount  of  construction.  It  will 
require  160,000  person-years  of  labor. 

The  plants  themselves  will  be  widely  dispersed 
throughout  the  United  States.  This  dispersal  is  possible 
for  two  reasons,  First,  because  the  feedstocks  are  varied 
and  thus  are  not  confined  to  one  geographical  region. 
Second,  because  alcohol  fuel  plants  do  not  require  an 
enormous  initial  investment  for  each  plant  as  do  nuclear 
or  other  very  high  technology  plants*  Therefore,  the 
plants  and  thus  the  construction  jobs  will  be  widely 
dispersed  throughout  the  country.  Every  section  of  the 
nation  would  gain  jobs  from  this  industry- 
Large  and  medium  sized  cities  will  be  erecting  municipal 
solid  waste  plants.  Farm  communities  in  the  corn  belt  will 
build  alcohol  plants  with  corn  and  agricultural  residues  as 
feedstocks.  States  in  the  deep  south  can  use  grain  sorghum, 
and  states  producing  sugar  cane  can  use  the  cane  as  a 
feedstock  and  burn  the  bagasse  (the  cellulosic  pulp)  to  fuel 
the  plant.  Florida  and  California  will  construct  plants 
running  on  citrus  waste,  Michigan  will  have  plants  utilizing 
fruit  wastes.  Maine  and  Idaho  can  have  potatoes  and  possibly 
wood  chips  for  their  feedstocks.  Washington,  Montana  and 
other  wheat  growing  states  will  be  able  to  use  wheat  as  their 
feedstock.  Wisconsin  and  other  states  with  important  cheese 
processing  industries  can  build  plants  using  cheese  whey  for 
processing  to  ethanol. 

Industrial  Jobs— 210,000  Jobs 

About  210,000  jobs  will  be  generated  in  the  many 
industries  needed  to  produce  $12  billion  worth  of  alcohol 
fuel  plants.  The  equipment  needed  for  alcohol  fuel  plants 
includes  tanks,  pumps,  drums,  conveyors,  condensers, 
cookers,  pipes,  agitators,  heat  exchangers,  boilers  and 
valves.8  The  jobs  gained  during  the  production  of  these 
items  and  other  necessary  equipment  would  be  dispersed 
throughout  the  country  as  a  large  variety  of  skills  and 
industries  will  be  involved. 

The  primary  metal  industries  would  gain  over  21,000 
jobs.  Almost  16,000  jobs  would  be  in  basic  steel  and  blast 
furnaces.  About  1,200  jobs  would  be  in  copper,  2,300  in 
primary  aluminum  and  aluminum  products,  and  2,060  in  iron 
and  steel  foundries  and  forgings. 
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Statement  op  Norma  Hall,  W.LF,E.,  Women  Involved  in  Farm  Economics 

Senator  Zorinskv,  I  am  Norma  Hall,  Eastern  Spokeswoman  for  W.LF.E. 
testifying  on  behalf  of  Nebraska  W.LF.E.,  I  too,  appreciate  you  holding  this 
hearing  in  Lincoln,  NE.  I  believe  you  have  saved  the  economy  of  Nebraska 
over  ten  thousand  dollars,  If  all  of  the  previous  speakers  would  have  traveled 
to  Washington,  D.C,  to  testify  we  would  nave  spent  that  much  or  more* 

In  regard  to  the  1981  farm  bill,  I  feel  somewhat  like  the  small  child  writing  a 
letter  to  Santa  Ctaus.  He  knows  what  he  wants  and  needs  but  he  doesn't  know 
what  Santa  has  in  his  bag  to  offer*  So,  we  too  as  farmers  know  what  we  need  and 
want  but  we  di>  not  know  what  OM&B,  USD  A,  State  Department,  and  Congress 
have  for  us  in  their  plans. 

In  addressir^  general  farm  policies,  I  have  some  goals  for  farm  legislation 
that  I  want  to  share  with  you. 

1.  A  fair  share  of  the  National  income  for  farm  families  and  fair  exchange 
value  for  farm  products.  Agriculture  must  have  a  return  to  investment  com- 
parable to  the  rest  of  the  economy.  As  an  example,  we  cannot  continue  to  sell 
our  products  at  below  cost  of  production  and  turn  around  and  purchase  a  used 
combine  at  $30,000  or  a  new  combine  at  $60,000  or  more. 

2.  Conservation  and  wise  use  of  resources.  Perhaps  we  need  to  analyse  the 
price  we  and  future  generations  will  pay,  as  we  continue  to  mine  our  water  and 
exploit  our  soil  in  order  to  increase  production  so  we  as  farmers  can  try  to  climb 
out  of  the  hole  by  producing  more  and  more.  We  know  the  importance  of  ex- 

Eorts  to  the  farmer  and  the  nation's  balance  of  payment  but  will  exports  bo 
sted  on  the  debit  side  of  the  ledger  as  far  as  conservation  is  concerned  in  the 
future? 

3.  A  safeguarded  food  supply  with  quality  food  and  fiber-  Productive  abun* 
dance  will  best  be  served  with  a  stabilized  reserve. 

4.  The  stability  of  farm  communities  and  the  promotion  of  national  eco- 
nomic stability.  I  believe  that  the  price  structure  for  agricultural  commodities 
is  the  single  most  important  aspect  of  federal  farm  legislation,  I  do  not  claim 
that  pricing  alone  will  solve  all  of  the  agriculture  problems.  There  has  never 
been  a  serious  economic  depression  in  America  when  the  Nation's  farmers  were 
prosperous. 

Now  with  those  four  goals  listed,  I  would  like  to  address  some  ways  those 
goals  might  be  attained, 

W.I.F.E.  urges  the  lifting  of  the  grain  embargo.  We  believe  that  embargoes 
should  not  be  invoked  unless  in  a  declared  national  emergency  and  with  the 
approval  of  both  Houses  of  Congress  in  which  case  the  90  percent  of  PARITY 
rule  shall  be  invoked.  If  embargoes  are  deemed  necessary,  then  we  feel  it  should 
be  a  total  embargo  of  all  goods  and  services. 

We  basically  support  the  1977  Food  and  Agricultural  Act  but  we  submit  some 
changes  that  could  be  made  in  the  new  farm  legislation. 

If  it  becomes  necessary  to  reduce  production,  a  set-a-side  be  implemented  on 
a  unit  basis  (bushels,  pounds,  tons)  contingent  upon  annual  review  of  actual 
carryover  stocks  of  each  commodity.  We  believe  the  unit  concept  would  support 
the  conscientious  producer  and  rightfully  so* 

If  the  "target  price*'  concept  is  included,  we  ask  that  it  reflect  a  realistic  cost 
of  production,  plus  a  profit  with  an  escalator  clause,  re-adjustment  semi-annually, 
using  the  cost  of  living  index.  A  target  price  system  is  based  on  deficiency  pay- 
ments to  farmers  in  an  amount  equal  to  the  shortfall  in  price  between  the  target 
price  and  the  market  or  loan  level  (whichever  is  less).  This  is  a  direct  subsidy 
and  it  tends  to  keep  prices  at  artificially  low  levels.  When  the  price  of  a  product 
is  kept  artificially  low  relative  to  inflation,  deflation  results.  Increasing  the  loan 
rates,  on  the  other  hand,  actually  raises  market  prices,  hence  reducing  the  de- 
flation. 

We  urge  a  change  in  the  present  formula  now  in  use  to  determine  the  CCC 
loan  rate  by  using  a  parity  formula  of  not  less  than  75  percent  on  commodities* 
In  relation  to  corn,  cost  of  production  is  actually  68  percent  of  parity  right  now. 
With  a  price  raise  expected  on  all  petroleum  products,  fertilizer,  seed,  labor  and 
transportation,  by  the  time  loans  will  be  made,  75  percent  parity  is  a  very  low 
ratio  loan  rate  to  establish.  Also,  it  should  be  made  clear  to  the  American  public 
that  these  grain  loans  are  just  that— a  loan,  repaid  at  a  reasonable  rate  of  in* 
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terest.  Payments  of  those  loans  should  be  reflected  in  the  same  area  from  which 
the  loans  were  received. 

We  support  the  farmer  held  reserve  program.  A  good  reserve  system  will 
fulfill  two  obvious  needs.  It  will  absorb  excess  stocks  in  times  of  abundance,  and 
it  will  make  up  shortfalls  in  production  during  bad  years.  When  a  reserve  is  not 
handled  properly,  it  is  a  surplus,  a  detriment  to  the  producer.  The  release  and 
call  prices  could  remain  at  present  levels,  provided  loan  rates  be  established  at 
not  less  than  75  percent  of  parity.  As  to  the  size  of  the  reserve,  it  could  be  de- 
termined by  existing  pipeline  needs.  One  of  the  main  criteria  being,  the  length 
of  time  the  grain  can  be  stored  in  good  condition. 

Sugar  beets  growers  would  prefer  to  be  included  in  the  farm  bill  and  not  have 
legislation  exclusively  for  sugar  beets. 

Research  funds  need  to  be  available  if  we  are  to  continue  to  progress  in  agri- 
culture. 

We  as  farmers  realize  the  rate  of  inflation  must  be  brought  under  control. 
We  as  farmers  realize  federal  spending  just  be  cut  and  are  aware  those  cuts 
will  include  Agriculture.  We  are  willing  to  take  those  cuts  provided  the  rest  of 
the  society  share  cuts  in  programs  that  affect  them.  We  are  in  the  business  of 
producing  food  for  people  and  know  we  cannot  survive  if  the  consumer  is  not 
financially  able  to  purchase  our  commodities.  Food  is  cheap  now  but  it  is  so 
at  the  expense  of  the  American  farmer.  The  news  media  and  some  economists 
are  predicting  a  golden  future  for  Agriculture  and  it  is  just  around  the  proverbial 
corner.  We  cannot  exist  on  what  is  ahead  in  the  future  but  must  deal  with  farming 
as  it  is  today. 

Senator  Zorinsky  I  ask  that  you  and  your  committee  consider  the  points 
that  I  and  others  have  presented  here  today.  Through  compilation  of  these  ideas 
may  your  committee  present  to  Congress,  a  1981  farm  bill  that  will  be  in  the 
best  interests  of  the  American  Farmer  and  the  Nation. 

I  thank  you  for  permitting  me  to  have  input  into  the  planning  for  the  farm 
bill.  May  we  continue  to  communicate  and  respond  to  one  another. 


Statement  of  Duane  T.  Eggers,  Tilden,  Nebr. 

I  want  to  thank  you  for  this  opportunity  to  relate  to  this  committee  some 
ideas  which  need  to  be  induced  into  policy  for  agriculture. 

I  am  going  to  explain  some  guidelines  for  a  good,  sound  and  workable  agri- 
culture program. 

I.  Export  all  agriculture  produce  at  100  percent  of  parity. 

II.  Import  all  agriculture  produce  at  100  percent  of  parity  or  more. 

III.  Set  up  a  revolving  fund  for  commodity  programs: 

A.  Commodity  loans  set  at  90  percent  of  parity. 

B.  Interest  rates  set  according  to  rates  at  banks. 

C.  Loans  plus  interest  must  be  paid  back  when  local  markets  hit  trigger 
price  of  95  percent  of  parity. 

D.  Repayments  go  back  to  the  original  fund  and  are  kept  there  for  next 
year's  use. 

IV.  A  program  like  this  would  do  the  following: 

A.  Provide  the  best  quality  food  for  Americans  at  a  price  cheaper  than 
anywhere  in  the  world. 

B.  Would  greatly  reduce  the  inbalance  of  trade  and  would  be  compa- 
rable to  the  common  market  countries  and  Japan. 

C.  Would  help  stablize  the  economy  with  sound  and  true  dollars  from  a 
usable  product,  instead  of  inflated  paper  money  coming  from  a  printing 
press  which  does  little  but  increase  the  national  debt  and  increase  inflation. 

D.  Help  reduce  unemployment  because  these  real  dollars  would  generate 
through  the  economy  5  to  7  times,  thus  creating  real  wealth  for  new  jobs  and 
industry. 

E.  Money  for  this  program  would  only  have  to  be  budgeted  the  first  year, 
thereafter  with  the  repayments  and  interest,  it  would  be  self  supporting,  thus 
it  is  not  a  burden  to  taxpayers. 

I  believe  a  program  like  this  necessary  because  of  the  forces,  including  the 
federal  government,  that  are  not  allowing  a  free  marketing  system  to  work. 
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[The  following  material  was  submitted  by  Myron  Reaman,  National 
Gasohol  Commission,  see  p,  61  for  his  oral  presentation.] 

Ten  Points  to  Ponder 
/.  National  security. 

(A)  Dispersed  and  decentralised  energy. 

(B)  Ethanol  enjoys  wide  uses  in  national  emergencies. 
(D)  Defense  Department  can  stockpile  for  fuel 

(D)  Ethanol  can  be  produced  during  a  national  emergency, 

//.  Keeping  Federal  loan  guarantees  in  place 

(A)  Would  give  private  finance  sector  a  signal.  During  the  last  3  years  Federal 
policy  on  alcohol  fuel  has  changed  four  times: 

1.  Four  cent  Federal  excise  tax  exemption  is  on  (1978). 

2.  Change  is  recommended  (1979). 

3.  DOE/  US  DA  loans  and  loan  guarantees  are  established  (1980)* 

4.  Loans  and  loan  guarantees  are  withdrawn  (19S1). 

(B)  Ethanol  is  not  seeking  a  handout : 

1.  It  is  important  to  continue  support  for  alternate  (now)  American  fuel. 

2.  Perhaps  we  need  to  continue  the  support  of  OPEC  to  the  tune  of  90-100 
billion  dollars,  rather  than  start  our  own  industry  with  loan  guarantees,  not 
hard  money. 

3.  Don't  give  alcohol  industry  study  money,  but  loan  project  money. 

4.  Job  creation  alone,  approaches  1  million  people  when  6  billion  gallons  is 
produced  for  cost  of  12  billion. 

5.  Taxes  on  equipment,  processes,  incomes  of  projects  and  operating  person- 
nel will  be  contributions  to  Federal  Treasury,  not  withdrawals. 

6.  By  placing  our  trust  in  ethanol  (now)  technology,  we  move  closer  to  a 
balanced  budget  through  less  exported  American  dollars.  Higher  American 
productivity  results  in  higher  taxable  incomes  for  the  U.S.  Treasury, 

///.  Implement  tax  incentives  for  198B  through  198? 

(A)  Offer  a  5-year  equipment  writeoff. 

(B)  Continue  10  percent  energy  investment  credit  through  1987. 

TV.  Stimulate  a  market  for  fuel  with  purchases 

(A)  Federal  fleets  are  the  largest  user  of  liquid  fuels  in  America.  They  should 
start  buying  American  fuel, 

(B)  Secure  purchase  guarantees  from  the  Department  of  Defense  for  our 
national  security,  they  nave  to  purchase  liquid  fuel.  It  should  be  American 
fuel. 

V.  Provide  engine  manufacturers  with  a  special  5  percent  tax  credit 

When  multiple  fuels  engines  are  marketed  to  the  private  sector,  why  must 
we  impott  cots  from  other  countries  when  we  can  do  it  here?  We  had  alcohol 
engines  as  options  in  the  1930's,  there  is  no  reason  we  can1!  have  them  nowt 

VI.  Provide  foreign  aid  in  the  form  of  renewable  energy  technologies 

Third  World  countries  need  our  know  how.  They  also  need  our  leadership 
in  this  technological  development. 

(A)  Biomass  is  indigenous  to  all  locales. 

(B)  Technology  transfers  requires  leas  capital  formation  for  alcohol  from  bio- 
mass. 

(C)  Removing  countries  from  the  $2.50  to  $3.00  gasoline  prices  will  help 
their  economy  and  redistribute  the  allocation  of  funds  for  internal  growth.  It 
will  also  stimulate  international  purchasing  power  to  purchase  goods  and  services 
from  the  United  States. 

(D)  (Foreign  aid)  will  provide  expanded  marketplace  for  domestic  hardware; 
encourage  more  units  sold ;  and  reduce  unit  costs. 

(E)  Over  20  nations  have  visited  the  United  States  and  the  National  Gasohol 
Commission,  seeking  knowledge  about  alcohol  fuels.  Do  we  leave  it  to  otheis 
to  do,  or  do  we  have  what  it  takes  to  do  it  ourselves?  Brazil  is  doing  it. 
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VII.  Encourage  cellulose  and  municipal  solid  waste  conversion  by  inviting  players 
to  regional  meetings 

Include  city  leaders,  policymakers,  and  sanitation  engineers.  The  National 
Alcohol  Fuels"  Commission  has  recently  reported  that  the  largest  150  cities  in 
the  United  States  have  the  capacity  to  produce  10  billion  gallons  of  alcohol  fuel 
by  2000. 

VIII.  Provide  leadership  for  the  private  sector  to  follow  by  purchasing  cleaner  burn' 
ing,  efficient  alcohol  fuel  vehicles  from  Detroit  which  will  guarantee  three  things 

(A)  The  Federal  Government  must  purchase  vehicles  anyway.  They  should 
let  contracts  foi  alcohol  powered  cars. 

(B)  Detroit  will  know  that  sufficient  cars  will  be  brought  to  justify  modest 
engine  block  modifications. 

(C)  Those  two  actions  will  create  sufficient  demand  that  will  stimulate  addi- 
tional alcohol  fuel  production. 

IX.  Develop  policy  suggesting  alternate  energy  education  and  conservation 

These  should  be  incoiporated  in  educational  curriculum  from  K  through 
college.  The  U.S.  Government  doesn't  need  to  withhold  funds  to  insure  that 
this  commonsense  approach  will  show  the  above  as  having  a  positive  impact 
on  energy. 

X.  Allow  the  alcohol  fuel  industry  to  grow  with  a  singular  purpose 

To  provide  Ameiica  with  a  totally  American  fuel.  Politics  should  be  as  far 
removed  from  energy  development  as  possible.  We  need  to  develop  a  national 
energy  policy  and  then  stick  to  it. 


Digitized  by 


Google 


257 


AMERICAN  JOBS 


ALCOHOL  FUEL 


by 

Marion  Anderson 
and  Carf  Pari  si 


ilLilQM  {*ALJ.QNi 


HLLIOM  SALLOWS 


JOBS 


900,000 
800,000 
700,000 
600,000 
500,000 
400,000 
300,000 
200,000 
100,000 


Digitized  by 


Google 


258 


INTRODUCTION 

The  production  of  fuel  alcohol  is  needed  now.  Since 
we  are  currently  importing:  almost  half  of  the  oil  which 
we  use,  our  fuel  supply  is  vulnerable  to  upheavals,  wars, 
or  changes  of  leadership  in  the  major  OPEC  nations.  Our 
industry,  our  transportation  system,  and  our  national 
security  have  become  dependent  on  a  steady  flow  of 
liquid  fuel.  Some  countries  have  few  alternatives.  They 
have  neither  the  technology  nor  the  feedstocks  to  create 
another  supply  of  fuel.  But  we  do. 

Alcohol  fuel  is  not  a  new  idea.  Henry  Ford  designed  cars 
to  run  on  either  gasoline  or  alcohol.  But  as  we  became  a 
major  oil  producer,  and  the  price  of  foreign  oil  remained  low, 
there  seemed  to  be  no  need  to  develop  sources  of  supply  from 
our  abundant  renewable  resources.  So  until  the  mid  1970*8, 
the  concept  of  making  alcohol  fuel  from  biomass  languished. 

After  the  first  Arab  oil  embargo,  the  writing  on  the  wall 
became  clear.  Alternatives  would  have  to  be  developed. 
Nuclear  power  has  many  opponents  and  provides  no  liquid 
fuel.  Synfuels  from  coal  or  oil  shale  are  environmentally 
questionable  and  cannot  be  operational  for  a  decade.  Alcohol 
fuel  from  biomass  can  be  put  into  production  immediately 
as  both  the  technology  and  the  feedstocks  are  available. 

In  this  report,  we  explore  the  economic  impact  of 
investing  $12  billion  between  1981-1986  to  build  plants 
capable  of  producing  6  billion  gallons  of  fuel  alcohol.*  Over 
two-thirds  of  the  production  will  come  from  grains,  especially 
from  corn.  The  other  one-third  will  come  from  sugar  crops, 
cull  potatoes,  biomass  wastes  and  municipal  solid  waste. 

In  order  to  do  this  analysis,  we  developed  an  economic 
model  of  the  fuel  alcohol  industry.  This  model  was  used  in 
conjunction  with  Input/Output  tables  developed  by  the 
Bureau  of  Labor  Statistics.  The  first  part  of  the  model  dealt 
with  the  jobs  generated  during  the  period  of  construction  of 
the  alcohol  fuel  plants.  Both  the  construction  jobs  and  the 
industrial  jobs  generated  were  included.  The  second  part  of 
the  model  detailed  the  jobs  generated  by  the  operation  and 
maintenance  of  the  plant  itself.  These  jobs  would  be  ongoing 
as  long  as  the  plants  were  in  operation.** 


*If  this  fuel  alcohol  (ethanol)  is  mixed  with  gasoline  in  a  1:9  ratio  to  produce 
gasohol,  approximately  60%  of  U.S.  liquid  fuel  consumption  would  be  in  the 
form  of  gasohol. 

♦Throughout  this  report,  dollar  figures  are  in  1980  dollars,  and  "jobs"  means 
person-years  of  work. 
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In  creating  this  economic  model,  we  relied  on  data 
developed  by  Raphael  Katzen  Associates.3  Their  data 
delineated  the  equipment  needed  to  construct  alcohol  fuel 
plants  of  10  million  and  50  million  gallon  annual  capacity. 
Although  a  number  of  smaller  and  probably  larger  plants 
will  be  built,  the  job  generating  impact  of  producing  them 
would  be  similar  to  plants  in  the  10-50  million  gallon  range. 

It  is  important  to  note  that  the  development  of  the 
alcohol  fuel  industry  will  bring  healthy  economic  growth, 
The  product  is  badly  needed.  It  would  provide  real  jobs 
—  needed  jobs  —  within  the  society,  and  the  capital 
investment  would  be  widely  dispersed  in  both 
agricultural  communities  and  industrial  centers, 

The  $12  billion  invested  in  this  industry  would  save 
$9.6  billion  year  in  and  year  out  from  being  exported  to 
OPEC*  The  money  would  stay  here,  the  jobs  would  stay 
here,  and  our  country  would  benefit  both  by  becoming 
stronger  economically  and  by  being  less  prone  to  engage 
in  wars  to  protect  the  sources  of  the  liquid  fuel  which  we 
want. 

This  initial  investment  in  producing  alcohol  can  be  a 
significant  step  towards  obtaining  a  major  portion  of  our 
liquid  fuel  from  our  own  renewable  resources.  For  within  a 
few  years,  improved  technology  will  be  available  for  the 
production  of  billions  of  gallons  of  alcohol  from  waste  paper, 
forest  waste,  wood,  agricultural  residue,  and  other  products 
which  contain  cellulose.** 


CONSTRUCTION  AND  INDUSTRIAL  JOBS 
CREATED  —  409,000  JOBS 

Hundreds  of  thousands  of  new  jobs  will  open  up  in 
the  economy  when  the  move  is  made  to  produce  major 
quantities  of  ethanol.  Many  of  these  jobs  will  be  in 
industries  which  have  been  hard  hit  by  the  sustained 
inflation  and  recession. 


♦When  oil  is  at  $40  a  barrel. 

"The  cellulose  in  these  products  is  broken  down  into  sugars  which  are  then 
made  into  alcohol. 
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TABLE  I 

JOBS  GENERATED  WITH  A  $12  BILLION  INVESTMENT 

IN  ETHANOL  PLANT  CONSTRUCTION 

(Dry  Milling) 


Industry  Number  of  Jobs 

Construction 159.970 

Fabricated  Structural  Metal    60.090 

Miscellaneous  Professional 
Sen- ices  (Engineering:)  20.550 

Basic  Steel  and  Blast  Furnaces 15.930 

Other  Fabricated  Metal  Products    .  11.860 

Wholesale  Trade  8.810 

M  iscellaneouB  Business  Services  7.9(H) 

Retail  Trade 5.270 

Sen-ice  Industry  Machinery  4.720 

Truck  Transportation  4.700 

General  Industry  Machinery    4.270 

Cement  and  Concrete  Products  3.510 

Electric  Transmission  Equipment    . .  3.340 

Special  Industry  Machinery  2.580 

Electric  Lighting  and  Wiring   2.570 

New  H  ighway  Construction    2.530 

Priman  Aluminum  and 
Aluminum  Products    2.300 

Iron  and  Steel  Foundries 
and  Forcings  2.060 

Wooden  Containers    1.880 

Scientific  and  Controlling 
Instruments   1.820 


Industry  Number  off  Mb 

Machine  Shop  Products  1.710 

Primary  Copper  and  Copper 
Products    1.190 

Mill  work.  Plywood  and  other 
Wood  Products   1.190 

Electrical  Industrial  Apparatus  990 

Miscellaneous  Stone  and  Clay 
Products    880 

Material  Handling  Equipment   740 

Farm  Machinery    650 

Household  Appliances    6R0 

Typewriters  and  Office  Equipment  . . .  520 

Computers  and  Peripheral 
Equipment  450 

Hotels  and  Lodging  Places  890 

Sawmills  and  Planing  Mills  350 

Electronic  Components    250 

Heating  Apparatus  and  Plumbing 
Fixtures    240 

Metal  Working  Machines    230 

Construction.  Mining  and  Oilfield 
Machinery    210 

Stone  and  Clay  Mining 170 

Logging  120 

ALL  OTHER 72.020 

TOTAL  JOB  GAIN  400,600 
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Construction  Jobs— 160,000  Jobs 

Erecting  $12  billion  worth  of  alcohol  fuel  plants  in  five 
years  constitutes  an  enormous  amount  of  construction.  It  will 
require  160,000  person-years  of  labor. 

The  plants  themselves  will  be  widely  dispersed 
throughout  the  United  States*  This  dispersal  is  possible 
for  two  reasons.  First,  because  the  feedstocks  are  varied 
and  thus  are  not  confined  to  one  geographical  region. 
Second,  because  alcohol  fuel  plants  do  not  require  an 
enormous  initial  investment  for  each  plant  as  do  nuclear 
or  other  very  high  technology  plants,  Therefore,  the 
plants  and  thus  the  construction  jobs  will  be  widely 
dispersed  throughout  the  country.  Every  section  of  the 
nation  would  gain  jobs  from  this  industry* 

Large  and  medium  sized  cities  will  be  erecting  municipal 
solid  waste  plants.  Farm  communities  in  the  corn  belt  will 
build  alcohol  plants  with  corn  and  agricultural  residues  as 
feedstocks.  States  in  the  deep  south  can  use  grain  sorghum, 
and  states  producing  sugar  cane  can  use  the  cane  as  a 
feedstock  and  burn  the  bagasse  (the  cello  losic  pulp)  to  fuel 
the  plant.  Florida  and  California  will  construct  plants 
running  on  citrus  waste.  Michigan  will  have  plants  utilizing 
fruit  wastes.  Maine  and  Idaho  can  have  potatoes  and  possibly 
wood  chips  for  their  feedstocks.  Washington,  Montana  and 
other  wheat  growing  states  will  be  able  to  use  wheat  as  their 
feedstock.  Wisconsin  and  other  states  with  important  cheese 
processing  industries  can  build  plants  using  cheese  whey  for 
processing  to  ethanol. 

Industrial  Jobs— 210,000  Jobs 

About  210,000  jobs  will  be  generated  in  the  many 
industries  needed  to  produce  $12  billion  worth  of  alcohol 
fuel  plants.  The  equipment  needed  for  alcohol  fuel  plants 
includes  tanks,  pumps,  drums,  conveyors,  condensers, 
cookers,  pipes,  agitators,  heat  exchangers,  boilers  and 
valves.8  The  jobs  gained  during  the  production  of  these 
items  and  other  necessary  equipment  would  be  dispersed 
throughout  the  country  as  a  large  variety  of  skills  and 
industries  will  be  involved. 

The  primary  metal  industries  would  gain  over  21,000 
jobs.  Almost  16,000  jobs  would  be  in  basic  steel  and  blast 
furnaces.  About  1,200  jobs  would  be  in  copper,  2,300  in 
primary  aluminum  and  aluminum  products,  and  2,060  in  iron 
and  steel  foundries  and  forgings. 
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The  metal  fabricating  industries  would  gain  about  90,000 
jobs.  Fabricated  structural  metals  would  gain  over  60,000 
jobs.  There  would  be  over  11,000  jobs  for  people  in  other 
fabricated  metal  products.  Special  and  general  industry 
machinery  and  machine  shop  products  would  have  over  8,500 
more  job  opportunities. 

There  would  be  about  3,600  jobs  generated  in  the  wood 
industries.  These  would  include  jobs  in  logging,  sawmills,  and 
the  manufacture  of  wooden  containers. 

Services,  Truck  Transportation,  Wholesale  and  Retail 
Trade— 39,000  Jobs 

A  substantial  number  of  jobs  would  open  up  for  the 
people  in  the  services  sector  of  the  economy.  Over  20,000  of 
these  jobs  would  go  to  engineering  firms  since  there  would  be 
extensive  design  and  construction  work  in  the  building  of 
alcohol  fuel  plants. 

OPERATION  AND  MAINTENANCE  JOBS 
CREATED-71,000  JOBS 

The  operation  and  maintenance  of  the  alcohol  fuel 
plants  at  a  6  billion  gallon  per  year  level  of  production 
will  require  31,800  people.  This  averages  about  five 
direct  jobs  per  million  gallons  of  alcohol  produced.* 

A  substantial  number  of  jobs  will  be  needed  in  the 
supporting  industries.  Over  39,000  jobs  will  open  up  in  truck 
transportation,  wholesale  trade,  food  products  for  yeast 
production,  industrial  and  inorganic  chemicals,  coal, 
electricity  and  gas. 

TABLE  2 

Jobs  Generated  Annually  From  Operating,  Maintaining 

and  Supplying  the  Alcohol  Fuel  Plants 

Jobs 

Personnel  for  plant  operations   31,800 

Food  Products  (Yeast)  300 

Industrial,  Organic  and  Inorganic  Chemicals  (Enzymes)   600 

Truck  Transportation    8,380 

Wholesale  Trade    7,010 

Coal,  Electricity,  Gas  8,880 

Other  ■    13,970 

TOTAL  JOBS  GAINED       70,940 


*This  figure  will  vary  substantially  depending  upon  both  the  size  of  the  plant 
and  the  level  of  automation. 
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The  jobs,  both  in  the  operation  of  the  plants  and  in  the 
industries  which  supply  them,  will  be  steady,  on-going  jobs* 

These  estimates  are  conservative  since  we  did  not  factor 
in  any  of  the  jobs  generated  on-farm  from  growing  and  har- 
vesting the  crops.  Nor  did  we  factor  in  any  increases  in  the 
sales  of  farm  machinery  as  farmers'  incomes  rise  as  their 
crops  become  more  profitable. 

FEEDSTOCKS 

The  production  of  ethanol  is  an  essentially  simple 
chemical  process  which  has  been  practiced  for  centuries. 
Alcohol  fuel  production  involves  the  fermentation  of  sugars 
carried  out  by  yeasts,  and  the  subsequent  separation  of  the 
alcohol  from  water  via  distillation.  Starchy  substances  must 
first  be  broken  down  into  sugars  by  the  action  of  certain 
enzymes.  This  process  converts  only  the  starches  and 
sugars  into  alcohol  and  leaves  the  proteins  and  minerals 
intact 

The  raw  materials  —  the  feedstocks  —  which  may  be 
converted  to  ethanol  in  this  way  include  a  wide  range  of 
agricultural  and  waste  products,  most  of  which  are  readily 
available  today.  These  include  wastes  such  as  cheese  whey, 
municipal  solid  waste  (MSW)  and  food  processing  wastes,  as 
well  as  certain  grains  and  sugar  crops.* 

During  the  next  several  years,  we  can  expect  to  witness 
the  introduction  of  certain  crops  grown  specifically  for  their 
high  starch  or  sugar  content  and  for  their  high  biomass  yield 
per  harvested  acre.  Crops  such  as  sweet  sorghum,  fodder 
beets,  and  Jerusalem  artichokes  are  being  thoroughly  tested 
and  refined  in  universities,  laboratories  and  farms  across  the 
country.  These  crops  hold  the  promise  of  dramatic  increases 
in  ethanol  production  in  the  years  to  come. 

An  estimate  of  the  potential  ethanol  output  from  various 
feedstocks  is  presented  below  (Table  3).  The  6  billion  gallon 
total,  which  forms  the  basis  of  this  study,  Is  an  ambitious 
goal— but  neither  unrealistic  nor  unattainable.  Estimates 
of  potential  output  by  the  mid  1980*8  have  been  as  high  as  60 
billion  gallons,  as  suggested  by  the  Center  for  the  Biology  of 
Natural  Systems,  in  St.  Louis,  Missouri. 


*The  high  protein  residues  are  primarily  from  the  grains. 
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TABLE  3 

Feedstocks  for  6  Billion  Gallons  ofEthanol  Production 

(Anhydrous  Ethanol) 

Feedstock  Millions  of  Gallons 

Corn   3,500 

Wheat 400 

Grain  Sorghum  500 

Industrial  Potatoes,  Sugar  Beets,  Fodder  Beets   900 

Sweet  Sorghum,  High  Energy  Sorghum  250 

Sugar  Cane    250 

Citrus  Waste   100 

Other  Food  Waste   150 

MSW    220 

Cheese  Whey   80 

Waste  Wood,  Agricultural  Residue   250 

TOTAL  GALLONS  PRODUCED       6,000 


These  figures  are  approximate.  If  certain  crops  which 
have  a  high  alcohol  yield  come  into  production  soon,  the  feed- 
stock mix  would  probably  be  modified.  Similarly,  municipal 
solid  waste  (MSW)  could  provide  much  more  than  the 
estimated  220  million  gallons  if  additional  plants  were  con- 
structed in  just  a  few  U.S.  cities. 

Grains 

Corn,  grain  sorghum,  and  wheat  are  the  most 
important  grain  feedstocks.  Of  the  estimated  6  billion 
gallons  of  production,  4.4  billion  gallons  will  come  from 
these  three  sources.  Corn  will  provide  the  feedstock  for 
the  bulk  of  the  output  Of  the  three  grains,  it  is  the  most 
plentiful,  the  most  widely  dispersed  geographically v  and 
has  the  highest  alcohol  yield  per  acre. 

A  total  output  of  3.5  billion  gallons  of  ethanol  would 
require  approximately  1.4  billion  bushels  of  corn.  In 
terms  of  1979  production,  this  represents  about  16%  of  the 
total  U.S.  corn  crop4.  Almost  90%  of  the  corn  crop  goes  to 
feed  animals  in  the  United  States,  Western  Europe,  and 
Japan.  Converting  a  portion  of  the  corn  to  alcohol,  and  using 
and  exporting  the  distillers  dried  grain  (DDG)  as  a  feed 
supplement,  will  permit  us  to  maintain  the  protein 
requirements  of  livestock,  and  at  the  same  time  provide  us 
with  billions  of  gallons  of  liquid  fuel.5 
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At  present,  there  are  two  major  grain-to-ethanol 
processes:  dry  milling  and  wet  milling.  The  dry  milling 
process  produces  an  average  of  2,5  gallons  of  ethanol  and 
approximately  17  pounds  each  of  DDG  and  carbon  dioxide 
from  one  bushel  of  corn.  Wet  milling  results  in  a  wider  range 
of  co-productsf  including:  corn  gluten  meal,  corn  gluten  feed 
and  corn  oil,  along  with  the  ethanol  The  initial  investment  is 
higher  for  the  wet  milling  process  but  the  co-products  are  of 
greater  financial  value. 

Although  some  critics  have  argued  that  high  levels  of 
alcohol  production  might  have  a  destabilizing  effect  on  grain 
prices,  a  report  by  the  Solar  Energy  Research  Institute 
concludes: 

The  binding  constraint  on  alcohol  production  will  be 
distillation  capacity,  not  feedstocks.  The  deflationary 
effects  of  joint  feed  products  outweigh  the  inflationary 
effects  on  corn  and  wheat  prices  at  high  levels  of  alcohol 
production.  From  a  logical  perspective,  this  result  is 
unremarkable  and  unsurprising.  Any  increase  in  the 
processing  of  a  commodity  (the  starch)  to  be  converted  to 
a  useful  product  {such  as  fuel)  while  leaving  the  other 
portions  of  the  commodity  in  a  more  useful  form  than 
they  were  previously  (the  protein)  must  increase  the 
value  of  that  commodity  relative  to  others.6 

Sugar  Crops 

Sweet  sorghum,  sugar  beets,  and  sugar  cane  are  the 
major  sugar  crops  to  be  used  as  ethanol  feedstocks.  The  six 
billion  gallon  scenario  envisions  a  significant  increase  in 
sugar  crop  production.  The  advantages  of  using  sugar  crops 
include  lower  processing  costs*  and  high  alcohol  yields  per 
acre  of  harvested  crop.  However,  the  raw  material  costs  are 
relatively  high.  In  the  case  of  sugar  cane,  the  bagasse  (the 
cellulosic  pulp  that  remains  after  the  juice  has  been 
extracted)  may  be  burned  to  fuel  the  alcohol  plant,  yielding 
considerable  savings  in  fuel  costs.  It  has  been  estimated  that 
bagasse  could  provide  up  to  160%  of  the  energy  required  by  a 
sugar  cane-to-ethanol  plant. 

However,  the  by-products  of  these  sugar  crops  contain 
almost  no  protein  and  are  thus  less  valuable  than  those  of 
grains.  This  must  be  taken  into  consideration  in  any  rational 
alcohol  fuels  program  to  ensure  that  higher  alcohol  pro- 
duction does  not  take  place  at  the  expense  of  protein  require- 
ments. 

♦Since  the  fermentable  sugars  are  already  in  a  usable  form,  the  sacchari- 
fication  stage  of  grain  processing  (which  converts  the  starches  to  sugars) 
in  avoided. 
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Other  Feedstocks 

High  energy  sorghum  is  a  hybrid  of  sweet  sorghum  and 
grain  sorghum.  It  has  a  higher  sugar  content  than  grain 
sorghum,  and  also  provides  a  high  protein  residue  which 
sweet  sorghum  lacks.  High  energy  sorghum  is  a  promising 
feedstock  which  could  come  into  production  within  the  next 
several  years,  provided  that  a  vigorous  planting  program  is 
pursued. 

Fodder  beets,  a  relative  of  sugar  beets,  may  prove  to  be 
an  even  more  valuable  alcohol  fuel  feedstock.  Alcohol  output 
from  fodder  beets  can  be  as  high  as  900  gallons  per  acre.  This 
is  three  and  one-half  times  as  great  as  the  average  yield  from 
corn. 

Waste  Products 

Cheese  whey,  a  waste  product  of  the  cheese  processing 
industry,  is  a  serious  water  pollutant  Manufacturers  are 
often  required  to  process  and  purify  the  whey  at  their  own 
expense  in  order  to  minimize  environmental  damage.  The 
potential  exists  to  recoup  some  of  these  costs  through  the 
conversion  of  the  whey  into  ethanol,  thus  converting  a  portion 
of  the  waste  product  into  a  valuable  fuel7.  Due  to  its  high 
moisture  content  and  the  resulting  high  transportation  costs, 
cheese  whey-to-ethanol  facilities  would  be  most  economically 
situated  near  several  cheese  processing  plants. 

Citrus  wastes  and  other  food  wastes  could  make  an 
important  contribution  to  ethanol  production.  However,  these 
wastes  tend  to  be  seasonal,  and  would  be  most  useful  in  a 
multiple  feedstock  situation  —  supplementing  other, 
continuously  available  feedstocks. 

Waste  wood  including  bark,  twigs,  leaves,  and  paper 
processing  wastes,  and  agricultural  residues  such  as  corn 
stover  and  wheat  straw  will  become  increasingly 
attractive  feedstocks  as  ongoing  research  makes  the 
conversion  of  these  and  other  cellulosics  to  alcohol  more 
economically  feasible.  The  potential  ethanol  output  from 
these  feedstocks  is  many  times  greater  than  is  indicated 
in  this  6  billion  gallon  scenario.  The  National  Alcohol  Fuels 
Commission  places  potential  output  from  cellulosics  at  4.7 
billion  gallons  a  year  by  19908. 

A  major  portion  of  the  contents  of  muncipal  solid  waste 
(MSW)  can  be  successfully  converted  to  alcohol.  Since  MSW 
disposal  is  frequently  very  expensive  for  cities,  the  feedstock 
can  be  obtained  either  at  no  cost  or  at  negative  cost.  As  Fuel 
Alcohol,  the  final  report  of  the  National  Alcohol  Fuels 
Commission  says: 
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It  is  a  potentially  appealing  source  of  alcohol  About  66 
percent  of  municipal  solid  waste  is  cellulose,  the  basic 
ingredient  needed  to  produce  alcohol  from  that  source. 
Conversion  of  the  usable  cellulose  fraction  of  these 
wastes  to  alcohol  could  help  to  alleviate  an  environ- 
mental problem  by  giving  economic  value  to  the  wastes. 
A  further  attraction  to  converting  municipal  waste,  both 
solid  waste  and  sludge,  to  ethanol  or  methanol  is  its  wide 
distribution  in  urban  areas.  Alcohol  from  urban  wastes 
could  supply  fuel  for  city  populations  and  complement 
the  alcohol  fuel  produced  by  agricultural  or  forestry 
products  in  rural  regions. 

Gasoline  consumption  and  solid  waste  generation  are 
both  functions  of  population  size.  A  correlation  also 
exists  between  regions  receiving  imports  of  crude  oil 
and  petroleum  products,  population  size,  and  municipal 
waste  production.  Regions  that  receive  90  percent  of 
the  imported  oil  generate  80  percent  of  the  waste. 
Hence,  alcohol  made  from  urban  waste  in  the  most 
populous  parts  of  the  country  could  displace  im- 
ported oil  where  it  is  most  needed,  (emphasis  added). 
Larger  cities,  particularly  those  in  the  midwest  and 
northeast  which  have  experienced  waste  pollution  problems, 
fiscal  crises  and  liquid  fuels  shortages,  could  find  consider- 
able relief  by  converting  their  MSW  to  alcohol. 

IS  THERE  A  CHOICE  BETWEEN  FOOD  AND  FUEL? 

One  of  the  criticisms  levelled  at  producing  fuel  alcohol 
from  grains,  is  that  its  production  implies  a  tradeoff  between 
food  and  fuel.  Therefore,  the  question  to  be  addressed  is 
whether  the  production  of  alcohol  from  corn  and  other  grains 
decreases  the  world's  supply  of  needed  foods. 

The  world  has  an  oversupply  of  starch  and  an 
undersupply  of  protein.  In  the  grain  distillation  process, 
only  the  starch  in  the  grain  is  converted  to  alcohol. 
During  the  process  of  fermentation,  yeast  is  added.  The 
residue  of  the  distillation  process,  the  distillers  dried 
grain,  contains  not  only  the  protein  that  was  originally  in 
the  grain,  but  also  the  protein  from  the  yeast.  Therefore, 
the  distillers  dried  grain  is  higher  in  protein  than  was  the 
original  ear  of  corn. 

After  distillation,  the  protein  from  the  grain  is  more 
accessible  to  poor  nations.  For  when  the  starch  and  liquid 
are  removed  from  the  grain,  the  bulk  is  reduced  by  two- 
thirds.  Instead  of  poor  nations  paying  expensive  freight 
charges  on  three  shiploads  of  grain,  they  have  to  pay  for 
only  one  shipload  of  the  protein  rich  supplement 
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Tie  lisr.ilers  dried  grain  has  been  shown  go  be  si  eras 
nor»  nutritious  cattle  feed  auppienert  thai  tinK  winch  live- 
stock ar<»  currently  being-  fed.*  The  DDG  is  not  only  good  far 
animals:  research  done  under  a  National  Science  Foundation 
arrant  :o  'Jie  University  of  Nebraska  indicates  that  the  protein 
*!nuld  oe  extracted  from  the  DDG  and  used  as  a  human  find 
supplement.  °  This  !nuid  be  an  important  new  source  of 
protein  for  human  oeings. 

A  arwi  deal  of  every  grain  crop  is  wasted  annually 
because  it  is  diseased,  or  in  the  case  of  potatoes.  undersasecL 
This  portion  of  :he  *rop  3iuid  be  used  far  alcohol  production 
and  would  represent  an  important  net  gain  af  income  far 
farmer*,  when  as  insaieahie  crops  get  turned  into  fiiri 
aicor.oi. 


CONCLUSION 

Investing  112  billion  daring  the  next  five  yean  m  the 
production  of  fuel  alcohol  would  yield  rick  < 
our  society.  It  would  show  that  we  are  serin—  aa 
committed  in  moving  towards  the  production  ef  ] 
fuels  from  our  own  renewable  resources.  We  have  the 
technology  to  do  it  and  we  have  the  feedstocks^ 

A  $12  billion  investment  is  not  a  large  sum  for  this 
country.  In  fact  the  Administration  in  Washington  seems  to 
be  v>  concerned  about  our  sources  of  liquid  fuels,  that  they 
are  preparing  a  much  larger  expenditure— 117.4  billion  by 
1986— for  the  building  of  a  Rapid  Deployment  Force  far  use 
in  the  Persian  Gulf  area.  And  building  that  force  will  not 
generate  one  drop  of  fuel. 

This  $12  billion  investment  aside  from  providing  u§ 
with  a  serious  start  in  solving  our  energy  problems,  wfll 
provide  960,000  jobs.  These  jobs  in  construction,  metal 
fabrication,  steel,  and  engineering,  wfll  create  the  kind  of 
heahhy  growth  in  the  capita]  goods  industries  which  our 
nation  needs.  The  product  which  they  produce,  fuel 
alcohol,  is  the  only  solution  to  our  liquid  fuels  shortage 
that  can  be  realized  during  the  next  few  years. 

The  time  to  build  and  begin  production  is  now. 


Digitized  by 


Google 


269 

CREDITS  AND  THANKS 

Special  thanks  go  to  Laura  Tavormina  for  her  exceptional  talents  both  in  her 
creative  thinking  and  her  work  with  the  meticulous  details  involved  in  conceiving 
and  carrying  through  the  methodological  work  of  this  analysis. 

A  number  of  people  were  unfailingly  helpful  with  their  advice,  experience,  and 
talents.  Dr.  William  Scheller  of  the  Department  of  Chemical  Engineering,  Univer- 
sity of  Nebraska  gave  unstintingly  of  his  wide  experience  and  excellent  judgment. 
George  Moon  of  Raphael  Katzen  Associates  was  generous  with  his  expertise  and 
experience.  Lary  Blair  of  Oak  Ridge  Associated  Universities  was  helpful  in  discuss- 
ing their  research  and  data.  Myron  Reaman,  Chief  Executive  Officer  of  the 
National  Gasohol  Commission  gave  creative  ideas  and  excellent  advice.  Scott 
Sklar  of  the  National  Center  for  Appropriate  Technology  was  helpful  from  the 
inception  of  the  research  with  materials  and  bibliography.  Dr.  Donald  Hertzmark 
of  the  Solar  Energy  Research  Institute  was  generous  with  his  knowledge  and 
expertise. 

METHODOLOGICAL  NOTES 

The  major  methodological  tool  used  for  the  job  analysis  in  this  report  was  an  Input/Output  (I/O)  Table 
developed  by  the  Bureau  of  Labor  Statistics.  I/O  analysis  describes  the  effects  fait  throughout  the  economy 
when  the  output  of  one  industry  is  increased  or  diminished.  Since  the  two  industries  described  in  this  report 
the  fuel  alcohol  plant  construction  industry  and  the  fuel  alcohol  production  industry,  are  relatively  new 
industries,  they  do  not  figure  among  tho  157  industrial  sectors  listed  in  the  I/O  Table.  Therefore,  in  order 
to  make  the  Jot  analysis  for  this  report,  these  two  industries  had  to  be  added  to  the  BL8  Table. 

Two  sources  were  of  utmost  importance  in  creating  this  augmented  table.  First,  we  relied  heavily  on  meth- 
ods described  by  Craig  Petersen  of  Utah  State  University,  who  augmented  I/O  Tables  in  order  to  do  his 
research  on  Sector  Specific  Output  and  Employment  Impacts  of  a  Solar  Space  and  Water  Heating  Industry  (1977). 
Second,  for  specific  information  on  regarding  machinery  requirements,  O  AM  requirements,  labor  requirements 
and  financial  data,  we  drew  from  R.A.  Katsen  Associates'  1978  report,  Grain  Motor  Fuel  Alcohol  Technical 
and  Economic  Assessment  Study.  The  final  Job  analysis  in  our  report  is  based  on  a  mix  of  48  fifty  million  gallon 
plants  and  360  ten  million  gallon  plants. 

The  feedstock  mix  described  in  this  report  was  based  on  several  sources:  The  Report  of  the  Alcohol  FueU 
Policy  Reriew.  DOE,  June  1979:  Ethanol;  Farm  and  Fuel  Issues,  Schnittker  Associates,  August  I960;  and 
The  Agricultural  Sector  impact*  of  Making  Ethanol  From  Grain,  Donald  Hertzmark,  Daryl  Ray,  Gregory 
Parvin,  SERI,  1979,  and  other  sources  and  interviews. 

FOOTNOTES  TO  PREVIOUS  REFERENCES 

1  "As  there  is  a  world  excess  of  starch  and  a  deficit  of  protein,  the  international  community  has  a  lower 
tariff  on  the  protein  byproducts  than  they  have  on  imported  corn."  Scott  8klar,  National  Center  for  Ap- 
propriate Technology,  interview,  February  13, 1961. 

*  Grain  Motor  Fuel  Alcohol  Technical  and  Economic  Assessment  Study,  Raphael  Katien  Associates,  De- 
cember 1978,  NTIS. 

*  Katzen  Associates,  op.  cit. 

*  Our  estimate  of  3.5  billion  gallons  from  corn  is  based  on  the  findings  of  several  studies  which  take  into 
account:  (1)  potential  increases  in  corn  acreage  (from  bringing  set-aside  land  back  into  production,  and 
transferring  some  land  from  other  animal  feed  crops  to  corn);  and  (2)  projected  increases  in  corn  output 
per  acre.  Therefore,  by  1966-87,  corn  production  will  be  somewhat  higher  than  the  1979  level,  and  the  per* 
centage  of  the  total  corn  crop  used  for  alcohol  production  could  be  correspondingly  lower. 

• "  There  will  be  some  shift  from  soybeans  to  corn.  Both  soybean  growers  and  processors  will  move  out 
of  soybeans  and  into  corn.  This  could  have  some  regional  lob  effects,  but  would  not  affect  the  overall  em- 
ployment picture."  Dr.  Donald  Hertzmark,  interview,  February  12, 1961. 

*  The  Agricultural  Sector  Impacts  of  Making  Ethanol  from  Grain.  Donald  Hertzmark,  Daryl  Ray,  Gregory 
Parvin,  Solar  Energy  Research  Institute,  Golden,  Colorado,  1979,_pg.  57 

Dr.  William  Scheller,  Department  od  Chemical  Engineering,  Universiiy  of  Nebraska,  interview.  Feb- 
ruary 16, 1961. 

*  Fuel  Alcohol,  National  Alcohol  Fuels  Commission,  1961,  pg.  09. 

*  The  beef  cattle,  dairy,  poultry,  turkey,  catfish  and  rainbow  trout  industries  are  all  potential  markets 
for  DDG,  Myron  Reaman,  Chief  Executive  Officer,  National  Gasohol  Commission,  interview,  February  11, 
1961. 

» A  General  History  of  the  Nebraska  Grain  Alcohol  and  Gasohol  Program,  Charles  R.  Fricke,  quoted  In 
Gasohol,  USA,  pg.  11,  June,  1979.  

Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.C.  April  27,  1981. 
Hon.  Jesse  Helms, 

Chairman,  Committee  on  Agriculture,  Nutrition,  and  Forestry, 
U.S.  Senate,  Washington,  D.C. 

Dear  Chairman  Helms:  Enclosed  is  a  statement  prepared  by  one  of  my 
constituents  for  the  Senate  Agriculture  Committee  hearings  that  were  recently 
held  in  Lincoln,  Nebraska. 

Mrs.  Donna  Fuehrer  was  unable  to  testify  after  preparing  this  statement, 
but  as  a  farm  wife,  directly  involved  in  agriculture,  her  comments  are  to-the- 
point  and  worthy  of  consideration.  I  respectfully  request  that  her  statement  be 
included  in  the  printed  testimony  of  the  hearings  if  this  is  still  possible. 
Thank  you  for  your  attention  to  this  request. 

With  best  wishes,  I  am  Virginia  Smith, 

Sincerely,  Member  of  Congress. 
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Statement  of  Donna  Fuehrer,  Sidney,  Nebr. 

Mr.  Chairman  and  Members  of  the  Committee.  It  is  a  privilege  to  have 
you  conduct  these  hearings  in  one  of  the  "Breadmarkets  of  America" — Nebraska. 
I  am  Donna  Fuehrer  from  Sidney,  Cheyenne  County,  Nebraska,  a  farm  wife, 
farmerette,  mother  and  grandmother.  My  husband  Bernie  and  I  are  wheat 
producers.  I  have  lived  on  the  same  land  from  my  birth  and  Bernie  and  I  hope 
to  stay  there  the  rest  of  our  lives,  then  leave  it  to  our  children  and  grandchildren — 
intact.  To  accomplish  these  dreams  of  ours  some  of  the  inequities  in  farming 
and  marketing,  especially  in  our  area,  need  your  immediate  attention  and  cor- 
rection. 

A  famous  movie  actress  in  her  cosmetic  commercial  comments  she  doesn't 
want  to  go  back  in  time,  just  keep  up  with  NOW!  I'm  with  her.  Forty  years 
ago  my  Dad  gave  me  a  nickel  for  a  lucious  all  beef  hamburger  on  a  toasted  bun, 
today  we  give  our  kids  twenty  times  more,  at  least  a  dollar,  for  a  reasonable 
facsimile.  The  twenty  times  more,  is  not  due  to  the  increase  in  the  price  to  the 
producer.  Then  gasoline  was  under  a  quarter  a  gallon,  now  about  $1.40  or  five 
to  six  times  higher.  Wheat  was  about  a  dollar  a  bushel,  now  at  our  local  elevator 
approximately  $3.65.  The  comparison  just  doesn't  keep  up  with  the  NOW. 
In  just  the  last  year  alone,  parity  on  wheat  has  increased  from  $6.36  a  bushel  to 
$6.98  a  bushel,  but  the  Nebraska  average  of  parity  has  dropped  from  63  percent 
to  53  percent  or  $3.76  a  bushel,  these  are  US  DA  figures.  Our  fuel  (propane) 
has  increased  from  52  cents  to  64  cents  a  gallon  or  23  percent,  so  we're  out  33 
percent  just  like  that.  Fortunately,  we  have  a  good  banker,  but  with  the  present 
level  interest  rate  of  16  percent  we  can't  handle  this  too  much  longer. 

I  believe  some  of  the  inequities  could  be  remedied  in  the  New  Farm  Bill  by 
the  following  corrections  and  changes: 

No.  1 :  We  are  being  penalized  for  living  where  we  do  as  the  loan  rates  on  com- 
modities are  adjusted  for  localities — national  loan  rates  per  bushel  of  wheat  is  now 
$3.00,  in  Cheyenne  County  we  receive  $2.82.  Our  freight  rate  to  Kansas  City  is 
85  cents  a  bushel,  which  we  pay.  I  questioned  the  wording  in  Title  IV — wheat, 
under  loans  and  purchases  in  the  Food  and  Agriculture  Act  of  1977  and  finally 
received  answers  from  the  US  DA,  after  they  had  deciphered  it.  I  have  copies  of 
the  letters  and  the  page  of  the  bill  for  you.  I  will  not  read  them  as  they  are  quite 
long  and  need  close  attention  to  understand,  but  the  bottom  line  is  "it  refers  back 
to  the  Act  of  1949"  which  is  inexplicit  in  meaning.  This  needs  to  be  updated, 
clarified  and  corrected  in  the  New  Farm  Bill.1 

Title  IV — Wheat 

LOAN  RATES  AND  TARGET  PRICES  FOR  THE  1977  THROUGH  1981  CROPS 

Sec.  401.  Effective  only  for  the  1977  through  1981  crops  of  wheat,  the  Agricul- 
tural Act  of  1949,  as  amended,  is  amended  to  add  subsections  (a)  through  (c)  to 
new  section  107 A  as  follows: 

"Sec.  107 A.  Notwithstanding  any  other  provision  of  law — 

"(a)  The  Secretary  shall  make  available  to  producers  loans  and  purchases  at  such 
level,  not  less  than  $2.25  per  bushel  for  the  1977  crop  of  wheat  and  $2.35  per  bushel 
for  each  of  the  1978  through  1981  crops  of  wheat,  nor,  in  the  case  of  each  of  the 
1977  through  1981  crops,  in  excess  of  100  per  centum  of  parity,  as  the  Secretary 
determines  will  maintain  its  competitive  relationship  to  other  grains  in  domestic 
and  export  markets:  Provided,  That  if  the  Secretary  determines  that  the  average 
price  of  wheat  received  by  producers  in  any  marketing  year  is  not  more  than  105 
per  centum  of  the  level  of  loans  and  purchases  for  wheat  for  such  marketing  year, 
the  Secretary  may  reduce  the  level  of  loans  and  purchases  for  wheat  for  the  next 
marketing  year  by  the  amount  the  Secretary  determines  necessary  to  maintain 
domestic  and  export  markets  for  grain,  except  that  the  level  of  loans  and  purchases 
shall  not  be  reduced  more  than  10  per  centum  in  any  year  nor  below  $2.00  per 
bushel. 

No.  2:  The  Infamous  Embargo.  The  American  Agriculture  Protection  Program 
under  Title  X — Miscellaneous,  Section  1002(a),  the  phrase  "based  upon  a  de- 
termination of  short  supply"  should  be  eliminated  in  fairness  to  producers.  I 
have  copies  of  these  for  your  convenience.2 

1  At  the  time  this  was  written  loan  rate  was  descrilwd  as  no  less  than  $2.25  a  bushel,  but  in  Cheyenne 
County  we  received  $2.08,  since  that  time  the  loan  rate  has  increased  to  $3.00,  but  we  get  $2.83. 
8  In  Section  1002(a)  the  italic  based  upon  a  determination  of  short  supply  should  be  eliminated. 
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91  STAT.  950 

PUBLIC  LAW  95-113--SEPT.  29,  1977 

Title  X — Miscellaneous 

SET  ASIDE    OF   NORMALLY   PLANTED    ACREAGE 

Sec.  1001.  Not  withstanding  any  other  provision  of  law,  whenever  a  set*aside 
is  in  effect  for  one  or  more  of  the  1978  through  1981  crops  of  wheat,  feed  grainy 
upland  cotton,  and  rice,  the  Secretary  of  Agriculture  may  require,  as  a  condition 
of  eligibility  for  loans,  purchases,  and  payments  under  the  Agricultural  Act  of 
1949,  as  amended,  that  the  acreage  normally  planted  to  crops  designated  by  the 
Secretary,  adjusted  as  deemed  necessary  by  tile  Secretary  to  be  fair  and  equita- 
ble among  producers,  shall  be  reduced  by  the  acreage  of  set  aside  or  diversion. 

AMERICAN   AGRICULTURE    PROTECTION    PROGRAM 

Sec.  1002.  Not  withstanding  any  other  provision  of  law,  whenever  the  Presi- 
dent or  any  other  member  of  the  executive  branch  of  the  Federal  Government 
causes  to  be  suspended,  baaed  upon  a  determination  of  short  aupply,  the  com- 
mercial export  sales  of  any  commodity,  as  defined  in  subsection  (c)  of  this  section, 
to  any  country  or  area  with  which  the  United  States  otherwise  continues  com- 
mercial trade,  the  Secretary  of  Agriculture  shall,  on  the  day  the  suspension  is 
initiated,  set  the  loan  level  for  such  commodity  under  the  Agricultural  Act  of 
1949,  as  amended,  if  a  loan  program  is  in  effect  for  the  commodity,  at  90  per 
centum  of  the  parity  price  for  the  commodity,  as  such  parity  price  is  determined 
on  the  day  the  suspension  is  initiated. 

(b)  Any  loan  level  established  pursuant  to  subsection  (a)  of  this  section  shall 
remain  in  effect  as  long  as  the  suspension  of  commercial  export  sales  described 
in  subsection  (a)  remains  in  effect. 

(c)  Foi  purposes  of  this  section,  the  term  "commodity"  shall  include  any  of 
the  following:  wheat,  corn,  grain  sorghum,  soybeans,  oats,  rye,  barley,  rice, 
flaxseed,  and  cotton. 

No.  3  and  most  important:  Our  estate  laws  are  making  it  impossible  to  leave 
our  children  the  fruits  of  our  labor — our  land.  The  estate  taxes  are  so  great  and 
unjust  that  they  would  be  unable  to  raise  the  money  without  sacrificing  some 
land  to  do  so.  It  is  hard  to  keep  the  family  farm  together  under  these  circum- 
stances. 

I  also  believe  it  would  behoove  the  whole  country  economically  to  raise  the 
loan  levels  to  at  least  90  percent  of  parity  and  Target  price  to  100  percent  parity. 
The  loans  do  not  cost  the  government  anything,  because  they  are  loans.  Loans 
that  are  paid  back  with  interest  and  could  be  self  supporting,  if  the  money  were 
paid  back  to  the  Agriculture  fund,  instead  of  General  Fund,  making  it  look  like 
a  subsidy. 

The  World  Market  price  is  based  on  the  loan  level  of  the  United  States,  thus 
making  it  a  ceiling  price*  When  we  export  wheat  we  would  be  adding  greatly 
to  the  Gross  National  Product  by  increasing  loan  levels.  I  should  add  here  that 
this  should  apply  to  all  commodities,  not  just  wheat.  I  also  believe  we  must 
keep  the  NCA,  Normal  Crop  Acres  concept  in  effect,  if  for  no  other  reason, 
than  to  keep  marginal  land  from  being  broken  up  and  farmed,  causing  erosion 
and  loss  of  terrain.  It  also  helps  to  glut  the  market  from  the  excessive  increase 
of  bushels. 

Thank  you  for  the  opportunity  to  express  my  beliefs  on  the  most  precious 
life  sustaining  business  and  foundation  of  our  country  agriculture. 

U«S.  Department  of  Agriculture, 
Agricultural  Stabilization  and  Conservation  Service, 

Washington,  D.C,  May  6t  1978, 
Mrs.  Bernard  Fuehrer, 
Sidney,  Nebr. 

Dear  Mrs.  Fuehrer:  This  is  in  reply  to  your  letter  of  April  18  regarding  the 
1977-crop  wheat  national  average  loan  and  purchase  rate  of  $2.25  per  husheh 
On  the  page  preceding  the  one  you  enclosed  with  your  letter,  you  will  note 
near  the  bottom  that  it  is  "—the  Agricultural  Act  of  1949,  as  amended,  is  amend- 
ed—." 

The  Agricultural  Act  of  1949,  as  amended,  provides  the  continuing  legtslar 
tion  which  governs  the  manner  in  which  the  programs  are  established  and  ad- 
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mi  filtered.  The  following  section  provides  the  language  which  enables  the  estab- 
lishment of  national  loan  and  purchase  rates  on  an  average  basis  and  permits 
appropriate  adjustments  for  differences  in  grade,  type  quality,  location  and  other 
factors: 

TITLE  IV—  MISCELLANEOUS 

"Sec.  403.  Appropriate  adjustments  may  be  made  in  the  support  price  for 
any  commodity  for  differences  in  grade,  type,  staple,  quality,  location,  and  other 
factors.  Such  adjustments  shall,  so  far  as  practicable,  be  made  in  such  a  manner 
that  the  average  support  price  for  such  commodity  will,  on  the  basis  of  the  antici- 
pate! incidence  of  such  factors,  be  equal  to  the  level  of  support  determined 
as  provided  in  this  Act.  .  ." 

It  is  the  primary  intention  of  the  commodity  loan  programs  to  promote  orderly 
marketing  of  the  individual  commodities.  To  accomplish  this,  it  is  necessary 
to  follow  market  practices  and  establish  locational  differentials  similar  to  those 
found  in  the  cash  market. 

To  do  otherwise,  like  applying  the  national  average  loan  rate  across  the  board, 
would  be  very  disruptive  to  the  market  when  cash  prices  and  loan  rates  in  effect, 
become  one. 

Sincerely, 

Grant  B.  Buntrocx, 

Acting  Director, 
Price  Support  and  Loan  JDmtum. 


Statement  of  Ernest  Welsch,  Milford,  Nebr. 

The  ASCS  programs  which  we  have  had  for  the  last  50  years  with  the  Govern- 
ment has  been  a  huge  band-aid.  It  has  never  gotten  the  job  done. 

Farmers  are  always  looking  to  Washington  for  help  financially  through  the 
programs,  and  they  should  be  looking  toward  unity  amongst  farmers  to  price  their 
own  products.  Senator  Zorinsky  alluded  to  the  fact  that  farmers  are  price  takers 
and  not  price  makers,  and  therein  lies  the  whole  problem.  We  need  to  reverse  that 
situation. 

In  1022  the  Capper-Volstead  Act  was  enacted  permitting  the  fanners  to  baigain 
collectively.  Had  we  picked  up  the  ball  then,  we  would  have  had  millions  of  farmers 
more  on  the  farm  at  this  time,  and  we  would  be  in  a  much  stronger  economic 
situation. 

Submitted  by  Ernest  Welsch,  lobbyist  for  the  Nebraska  Farmers  Organisation, 
Milford,  Nebr. 

Recommendations 

At  our  national  convention,  held  in  December,  1980,  the  members  adopted  a 
resolution  on  farm  programs,  as  follows: 

"We  continue  to  believe  that  farm  programs  as  modified  from  time  to  time  over 
the  last  40  years  have  served  farmers  very  well  under  the  circumstances  prevailing 
in  those  times;  now,  however,  we  believe  that  a  new  approach  is  appropriate  to 
cope  with  the  high  interest  rates  and  other  inflationary  production  costs  that  prom- 
ise to  be  continuing  problems  going  into  the  1980's. 

1.  The  new  program  should  not  force  us  to  depend  on  the  U.S.  Treasury  for 
farm  income. 

2.  The  new  program  should  encourage  producers  of  the  major  grains,  oil  seed 
and  fiber  crops  to  plan  production,  bargain  for  better  prices  and  maintain  at  their 
own  risk  such  surplus  as  they  wish  to  carry  over  as  income  assurance  in  case  of 
crop  failure  in  the  following  year. 

3.  The  new  program  should  be  designed  as  permanent  legislation. 

4.  The  new  program  should  be  administered  by  a  bipartisan  board  of  producers 
apixnnted  by  the  President. 

"Pertaining  to  the  loan  grain  that  the  farmers  have  with  the  government — the 
call-in  dates  should  be  staggered  because  when  all  the  grain  is  dumped  at  one  time 
it  has  a  tendency  to  low  er  the  market." 
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Nebraska  Chain  and  Feeo  Dealers  Association, 

Lincoln,  Nebr.t  March  $t  1981. 
Re  Association  comments  on  changes  to  a  uFood  and  Agricultural  Act" 
Senator  Edward  Zoiuksky, 
U.S.  Senate, 
Washington,  D.C. 

Dear  Ed:  Since  you  are  going  to  receive  many  witnesses  at  vour  March  2S, 
1981  meeting  in  Lincoln,  the  Association  would  like  to  submit  some  written 
comments  for  consideration  in  changes  to  a  new  Food  And  Agricultural  Act,  I 
will  keep  my  comments  brief  since  a  good  number  of  these  issues  have  previously 
been  addressed  by  the  Association  and  your  office  has  received  copies  of  our 
correspondence  on  them.  These  issues  are: 

1.  CCC  purchase  of  com  from  Nebraska  is  set  at  an  unfair  price. — Last  year 
after  the  embargo,  commodity  credit  attempted  to  purchase  corn  from  Nebraska 
elevators  and  farmers.  The  price  level  set  by  CCu  was  unfairly  low,  since  the 
prime  market  determination  did  not  take  into  consideration  the  west  coast  and 
northwest  coast  markets  to  which  a  good  share  of  Nebraska  grain  moves  to. 
This  prime  market  (five  market  average)  determination  is  set  strictly  on  Gulf 
movement  of  grain  and  therefore  the  price  set  for  purchase  from  Nebraska  is 
much  lower  since  the  bid  is  lowered  as  distance  is  increased  from  Missouri  river. 
If  a  consideration  was  taken  on  the  west  coast  rate,  the  lowering  of  bid,  due  to 
increased  distances,  would  not  have  this  adverse  effect.  Nebraska's  farmers 
then  would  have  an  equal  or  greater  advantage  in  offering  grain  to  be  purchased 
under  this  program. 

2.  Designate  Denver  a  terminal  location  for  ASCS  loans. — Since  Denver  is  not 
a  terminal  location,  the  loans  wheat  farmers  from  western  Nebraska  can  gain 
through  ASCS  are  lower  since  the  loan  price  is  lower  as  you  move  westward  in 
Nebraska  from  the  other  designated  terminals,  A  consideration  should  be  given 
to  a  Denver  terminal  designation  so  farmers  in  the  western  part  of  the  state 
can  receive  a  higher  loan  price  on  their  wheat. 

3.  Grain  elevators  should  be  allowed  90  days  to  move  grain  when  the  call  level  is 
reached. — While  farmers  receive  a  90  day  period  of  time  to  move  grain  from 
on-farm  storage,  when  the  call  level  is  reached  on  grain  under  loan,  the  same 
provision  does  not  apply  to  the  elevators.  Elevators  are  forced  to  move  grain 
within  30  days  when  call  level  Is  reached,  thereby  not  being  able  to  handle  equally 
the  on-farm  stored  grain  under  loan  which  has  90  days  to  move.  Both  elevator 
and  on-farm  stored  grain  should  receive  equal  considerations  for  movement  at 
the  call  level. 

4.  Call  levels  should  not  be  extended  indefinitely. — When  a  90  day  period  has 
been  reached  on  call  level  grain,  this  period  of  time  should  not  be  extended  in- 
definitely. An  extension  of  time  only  allows  a  continuing  ceiling  on  the  market 
in  the  form  of  reserves.  This  grain  will  continue  to  keep  prices  at  that  level  if 
this  grain  does  not  move.  If  it  is  moved,  prices  will  be  allowed  to  continue  upward 
at  the  later  time  since  there's  not  a  blanket  hanging  over  the  market  in  the 
form  of  this  reserve. 

5.  Uniform  grain  storage  agreements  with  Commodity  Credit  should  not  be  under 
ceiling  guidelines. — The  annual  uniform  grain  storage  agreement  signed  by  grain 
elevators  with  ASCS  should  be  on  an  effer  rate  basis  without  imposition  of  ceiling 
limits  by  the  federal  government,  Supposedly,  an  offer  rate  system  has  existed 
for  the  last  few  years,  but  in  reality  has  in  a  sense  been  under  an  8,6  percent 
guideline  on  storage  rates  and  handling  rates,  imposed  by  ASCS.  This  8.6  percent 
limitation  does  not  take  into  consideration  local  conditions,  like  change  m  state 
public  service  commission  rates  or  other  individual  circumstances  being  faced 
by  an  elevator.  ASCS  should  go  back  to  the  offer  rate  system  without  the  man- 
d  atory  guidelines. 

6.  CCC  should  be  mandated  to  handle  quicker  shipping  orders  on  their  grain — 
many  times  Commodity  Credit  Corporation  moves  their  grain  at  the  same  time 
as  a  harvest  is  being  undertaken.  This  forces  a  competition  between  CCC  and 
the  farmers  in  the  movement  of  grain  during  these  periods* 

When  elevators  seek  early  shipping  orders  on  any  grain  CCC  wants  to  move, 
sometimes  they  are  handled  quickly  and  other  times  delayed  for  an  extended 
period  of  time.  This  gets  into  a  competitiveness  with  the  farmers  for  rail  cars 
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to  move  grain.  There  should  be  some  provision  where  early  shipping  orders 
are  accepted  and  these  orders  cut  within  a  short  period  of  time.  This  would 
benefit  all  three  parties:  CCC,  elevators,  and  the  farmers. 

There  are  many  other  ideas  and  changes  the  Association  would  like  to  include 
in  the  record,  but  since  this  hearing  is  on  changes  to  the  1977  Food  And  Agri- 
cultural Act,  we  will  reserve  those  comments  for  a  later  time.  I  am  hopeful  our 
above  thoughts  will  be  of  benefit  to  your  discussion  of  the  U.S.  Senate  Committee 
on  Agriculture,  Nutrition  and  Forestry  on  this  act.  Please  let  us  know  if  we  can 
furnish  additional  information  or  if  you  do  have  any  questions  on  our  comments. 
Thank  you  for  giving  us  the  opportunity  to  submit  these  comments  into  the 
public  record  for  your  March  28,  1981  hearing  in  Lincoln. 
Sincerely, 

Robert  L.  Anderson, 

Executive  Vice  President, 
Nebraska  Grain  and  Feed  Dealers  Association. 


The  Nebraska  Wheat  Growers  Association, 

Ogallala,  Nebr.,  March  26,  1981. 
Hon.  Edward  Zorinsky, 
U.S.  Senate, 
Washington,  D.C. 

Dear  Senator  Zorinsky:  The  Nebraska  Association  of  Wheat  Growers 
appreciates  the  invitation  to  appear  at  your  committee  hearing  on  Agriculture, 
Nutrition  and  Forestry  in  Lincoln  March  28.  I  visited  with  Tom  Erixon  on 
the  telephone  and  explained  why  I  would  not  be  able  to  attend  the  hearing.  At 
that  time  I  also  stated  that  Frank  Johannsen  a  past  president  of  our  association 
and  currently  the  president  of  the  Nebraska  Ag  Council  would  be  appearing 
at  the  hearing.  Frank  for  many  years  has  capably  represented  the  wheat  industry 
and  although  not  directly  testifying  for  our  association  at  your  hearing,  will 
undoubtedly  share  many  of  our  concerns  with  you. 

The  members  of  our  executive  committee,  our  wheat  queen,  and  other  Nebraska 
wheat  farmers  that  were  recently  in  Washington  would  also  like  to  thank  you 
for  the  kind  hospitality  shown  our  group  by  you,  Mrs.  Zorinsky,  Melissa,  and 
the  other  members  of  your  stafL  Although  somewhat  depressing  at  times  we 
felt  the  time  spent  in  our  nation's  capitol  very  productive. 

In  conclusion,  as  we  stated  in  our  visit  to  your  office,  wheat  farmers  realize 
that  the  United  States  has  some  serious  economic  problems.  We  realize  that  bud- 
get cuts  are  necessary  even  within  the  Department  of  Agriculture,  but  hopefully 
we  will  not  be  required  to  bear  a  disproportionate  share  of  the  outs.  Agriculture 
is  one  of  the  few  truly  productive  segments  of  our  economy.  In  private  business 
whenever  we  have  to  reconsider  our  priorities,  we  attempt  to  eliminate  and  re- 
vamp only  the  unproductive  programs,  while  leaving  intact  or  even  Increasing 
the  funding  to  that  portion  of  the  business  that  is  carrying  its  share  of  the  load. 
From  our  visit  it  is  clear  that  you  share  this  view,  and  hopefully  the  administra- 
tion and  your  colleagues  in  Congress  will  not  literally  "cut  of  the  hand  that  feeds 
America." 

Also  please  find  enclosed  a  copy  of  the  testimony  that  our  National  Association 
of  Wheat  Growers  President,  Jim  Billington,  presented  before  your  committee 
March  3  in  Washington.  This  same  testimony  was  presented  last  week  before 
the  House  Ag  Committee.  The  Nebraska  Association  of  Wheat  Grocers  is  in 
complete  agreement  with  this  testimony  and  feels  that  it  provides  a  sound, 
workable  solution  to  many  of  the  problems  of  the  wheat  industry. 
Sincerely, 

Edwin  H.  Hahn. 

Statement  op  Jim  Billington,  President,  National  Association  of  Wheat 

Growers 

Mr.  Chairman  and  members  of  the  Committee:  The  National  Association  of 
Wheat  Growers  appreciates  this  opportunity  to  present  its  views  on  1981  food 
and  agriculture  legislation.  I  am  Jim  Billington,  an  Altus,  Oklahoma  wheat 
farmer  and  president  of  the  National  Association  of  Wheat  Growers.  Accom- 
panying me  today  is  the  NAWG's  executive  vice  president,  Carl  Schcwnsen. 

U.S.  wheat  farmers  grow  more  than  one  and  one-half  times  the  combined 
output  of  Canada,  Australia  and  Agrentina,  and  the  U.S.  ranks  between  the 
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Soviet  Union  and  China  as  the  second  largest  wheat  producing  nation  id  the 
world.  The  U.S.  is  also  the  prominent  supplier  of  wheat  to  the  world's  import 
markets,  and  at  least  two  out  of  every  three  bushel*  grown  each  season  must 
move  into  foreign  trade  channels  to  generate  adequate  income  for  the  nation's 
farmers. 

The  NAWG  demonstrated  in  a  recent  study  conducted  by  Chase  Econometrics 
of  Bala  Cynwyd,  Pennsylvania  that  the  U.S.  can  export  more  wheat  at  a  sub- 
stantially higher  value  while  producing  a  positive  net  effect  on  the  nation's 
economy.  Specifically,  we  found  that  increasing  wheat  exports  and  farmer  re- 
serve accumulations  to  generate  a  $6  per  bushel  price  would  reduce  the  U.S. 
balance  of  trade  deficit  while  substantially  increasing  farm  income  and  stimulat- 
ing farmer  purchases.  The  imp  roved  trade  balance  and  stronger  farm  income  would 
offset  a  nominal  two-tenths  percent  (0.2  percent)  increase  projected  in  the  food 
component  of  the  Consumer  Price  Index. 

This  means  that  an  aggressive  wheat  export  policy  coupled  with  viable  market- 
ing tools  such  as  the  loan  and  farmer-owned  reserve  programs  can  operate  to 
achieve  prices  which  cover  the  farmers'  surging  production  costs  (estimated  by 
Chase  Econometrics  for  1981  at  $6  per  bushel  using  a  one-third  share  rent  formula), 
while  yielding  substantial  benefits  to  all  citizens  and  the  U.S.  economy. 

The  attached  chart  tracks  wheat  prices  in  constant  dollars  along  with  wheat 
export  levels.  We  can  see  that  the  real  price  received  by  farmers  for  the  past  crop 
year  is  equivalent  to  that  of  1966,  and  that  the  price  in  constant  dollars  for  the 
1977  period,  a  particularly  ooor  season  for  wheat  farmers,  was  substantially  worse. 
Projecting  these  values  against  the  export  trend  line  we  can  see  that  the  volume  of 
sales  has  increased  while  the  valde  has  not,  with  the  one  exception  being  the  period 
of  large  Soviet  grain  sales  in  the  mid-1970Js.  In  simple  terms,  we  have  been  ex- 
porting more  for  less,  and  I  frankly  think  it  is  absurd  that  this  nation  has  both 
ignored  and  resisted  the  opportunity  to  make  needed  gains  in  its  trade  earnings 
through  wheat  exports,  despite  the  fact  that  it  has  the  resources  and  market- 
oriented  tools  to  accomplish  this  aim.  The  resources  are  in  the  land,  the  farmers 
and  the  nation's  marketing  system,  and  the  market-oriented  tools  have  been 
provided  in  the  1977  Farm  Act* 

The  NAWG  strongly  supports  the  farm  program  concepts  contained  in  the 
expiring  "Food  and  Agriculture  Act  of  1977",  and  it  believes  that  this  basic  policy 
structure  should  be  maintained  in  1981  legislation.  Strengthening  amendments 
should  be  adopted  to  ensure  that  basic  programs  remain  viable  once  initial  program 
levels  are  set,  and  new  legislation  must  also  embody  policy  protecting  farmers  and 
domestic  markets  from  the  disruptive  impact  of  government  export  intervention. 

rihe  NAWG  supports  the  adoption  of  a  four-year  farm  bill  which  incorporates 
the  continuation  of  target  price  and  acreage  adjustment  programs.  The  target 
price  mechanism  is  fundamental  to  market-oriented  farm  policy  and  it  can  provide 
a  critical  measure  of  income  protection  for  farmers.  It  alone  has  guarded  agamst  the 
deep  economic  injury  which  results  from  depressed  farm  prices,  and  it  can  encour- 
age policy  makers  to  seek  the  average  market  price  level  that  farmers  must  have 
to  successfully  stay  in  business. 

Similarly,  we  support  the  continuation  of  authority  for  acreage  adjustment 
programs,  and  we  believe  that  the  determination  of  set-aside  and  diversion  pro- 
grams should  not  be  left  to  the  discretion  of  the  Secretary  of  Agriculture.  Such 
programs  should  become  operable  whenever  the  farmer-owned  reserve  is  filed 
and/or  projected  carryover  stocks  exceed  one  year's  domestic  requirements.  For 
example,  800  million  bushels  of  wheat  carryover  should  require  at  least  a  10  per- 
cent acreage  adjustment,  and  an  additional  10  percent  adjustment  should  be 
required  for  each  additional  100  million  bushels  of  carryover,  provided  there  is  no 
more  than  a  30  percent  change  in  acreage  adjustment  in  any  one  year. 

The  NAWG  recommends  continuing  the  normal  crop  acreage  concept  and 
excluding  summer  fallow  from  the  NCA.  NCA  compliance  should  be  required 
for  program  participation  and  receipt  of  any  program  benefits,  even  in  years 
without  set-aside  diversion  programs.  These  and  other  annual  program  announce- 
ments should  be  made  prior  to  July  1  of  each  year. 

The  NAWG  views  the  regular  loan  and  the  farmer-owned  reserve  programs  as 
core  programs  which  are  integral  to  successful  wheat  marketing  and  farm  profits 
ability.  It  is  essential  that  the  loan  program  provide  sufficient  cash  proceeds  for 
the  farmer  to  offset  out-of-pocket  costs,  and  it  is  likewise  essential  that  the  three- 
year  reserve  program  offer  adequate  incentive  for  the  farmer  to  participate.  The 
reserve  is  more  than  a  stock  management  tool  for  farmers;  it  represents  the  level 
of  food  security  which  exists  in  the  nation  and  provides  a  steady  source  of  grain 
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Other  Feedstocks 

High  energy  sorghum  is  a  hybrid  of  sweet  sorghum  and 
grain  sorghum.  It  has  a  higher  sugar  content  than  grain 
sorghum,  and  also  provides  a  high  protein  residue  which 
sweet  sorghum  lacks.  High  energy  sorghum  is  a  promising 
feedstock  which  could  come  into  production  within  the  next 
several  years,  provided  that  a  vigorous  planting  program  is 
pursued. 

Fodder  beets,  a  relative  of  sugar  beets,  may  prove  to  be 
an  even  more  valuable  alcohol  fuel  feedstock.  Alcohol  output 
from  fodder  beets  can  be  as  high  as  900  gallons  per  acre.  This 
is  three  and  one-half  times  as  great  as  the  average  yield  from 
corn. 

Waste  Products 

Cheese  whey,  a  waste  product  of  the  cheese  processing 
industry,  is  a  serious  water  pollutant.  Manufacturers  are 
often  required  to  process  and  purify  the  whey  at  their  own 
expense  in  order  to  minimize  environmental  damage.  The 
potential  exists  to  recoup  some  of  these  costs  through  the 
conversion  of  the  whey  into  ethanol,  thus  converting  a  portion 
of  the  waste  product  into  a  valuable  fuel7.  Due  to  its  high 
moisture  content  and  the  resulting  high  transportation  costs, 
cheese  whey-to-ethanol  facilities  would  be  most  economically 
situated  near  several  cheese  processing  plants. 

Citrus  wastes  and  other  food  wastes  could  make  an 
important  contribution  to  ethanol  production.  However,  these 
wastes  tend  to  be  seasonal,  and  would  be  most  useful  in  a 
multiple  feedstock  situation  —  supplementing  other, 
continuously  available  feedstocks. 

Waste  wood  including  bark,  twigs,  leaves,  and  paper 
processing  wastes,  and  agricultural  residues  such  as  corn 
stover  and  wheat  straw  will  become  increasingly 
attractive  feedstocks  as  ongoing  research  makes  the 
conversion  of  these  and  other  cellulosics  to  alcohol  more 
economically  feasible.  The  potential  ethanol  output  from 
these  feedstocks  is  many  times  greater  than  is  indicated 
in  this  6  billion  gallon  scenario.  The  National  Alcohol  Fuels 
Commission  places  potential  output  from  cellulosics  at  4.7 
billion  gallons  a  year  by  19908. 

A  major  portion  of  the  contents  of  muncipal  solid  waste 
(MSW)  can  be  successfully  converted  to  alcohol.  Since  MSW 
disposal  is  frequently  very  expensive  for  cities,  the  feedstock 
can  be  obtained  either  at  no  cost  or  at  negative  cost.  As  Fuel 
Alcohol,  the  final  report  of  the  National  Alcohol  Fuels 
Commission  says: 
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It  is  a  potentially  appealing  source  of  alcohol,  About  65 
percent  of  municipal  solid  waste  is  cellulose,  the  basic 
ingredient  needed  to  produce  alcohol  from  that  source. 
Conversion  of  the  usable  cellulose  fraction  of  these 
wastes  to  alcohol  could  help  to  alleviate  an  environ- 
mental problem  by  giving  economic  value  to  the  wastes. 
A  further  attraction  to  converting  municipal  waste,  both 
solid  waste  and  sludge,  to  ethanol  or  methanol  is  its  wide 
distribution  in  urban  areas.  Alcohol  from  urban  wastes 
could  supply  fuel  for  city  populations  and  complement 
the  alcohol  fuel  produced  by  agricultural  or  forestry 
products  in  rural  regions. 

Gasoline  consumption  and  solid  waste  generation  are 
both  functions  of  population  size.  A  correlation  also 
exists  between  regions  receiving  imports  of  crude  oil 
and  petroleum  products,  population  size,  and  municipal 
waste  production.  Regions  that  receive  90  percent  of 
the  imported  oil  generate  80  percent  of  the  waste. 
Hence,  alcohol  made  from  urban  waste  in  the  most 
populous  parts  of  the  country  could  displace  im- 
ported oil  where  it  is  most  needed,  (emphasis  added). 
Larger  cities,  particularly  those  in  the  midwest  and 
northeast  which  have  experienced  waste  pollution  problems, 
fiscal  crises  and  liquid  fuels  shortages,  could  find  consider* 
able  relief  by  converting  their  MSW  to  alcohol. 

IS  THERE  A  CHOICE  BETWEEN  FOOD  AND  FUEL? 

One  of  the  criticisms  levelled  at  producing  fuel  alcohol 
from  grains,  is  that  its  production  implies  a  tradeoff  between 
food  and  fuel.  Therefore,  the  question  to  be  addressed  is 
whether  the  production  of  alcohol  from  corn  and  other  grains 
decreases  the  world's  supply  of  needed  foods. 

The  world  has  an  oversupply  of  starch  and  an 
undersupply  of  protein.  In  the  grain  distillation  process, 
only  the  starch  in  the  grain  is  converted  to  alcohol 
During  the  process  of  fermentation,  yeast  is  added.  The 
residue  of  the  distillation  process,  the  distillers  dried 
grain,  contains  not  only  the  protein  that  was  originally  in 
the  grain,  but  also  the  protein  from  the  yeast.  Therefore* 
the  distillers  dried  grain  is  higher  in  protein  than  was  the 
original  ear  of  corn. 

After  distillation,  the  protein  from  the  grain  is  more 
accessible  to  poor  nations*  For  when  the  starch  and  liquid 
are  removed  from  the  grain,  the  bulk  is  reduced  by  two- 
thirds.  Instead  of  poor  nations  paying  expensive  freight 
charges  on  three  shiploads  of  grain,  they   have  to  pay  for 
only  one  shipload  of  the  protein  rich  supplement 
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The  distillers  dried  grain  has  been  shown  to  be  an  even 
more  nutritious  cattle  feed  supplement  than  that  which  live- 
stock are  currently  being  fed.9  The  DDG  is  not  only  good  for 
animals;  research  done  under  a  National  Science  Foundation 
grant  to  the  University  of  Nebraska  indicates  that  the  protein 
could  be  extracted  from  the  DDG  and  used  as  a  human  food 
supplement.10  This  could  be  an  important  new  source  of 
protein  for  human  beings. 

A  good  deal  of  every  grain  crop  is  wasted  annually 
because  it  is  diseased,  or  in  the  case  of  potatoes,  undersized. 
This  portion  of  the  crop  could  be  used  for  alcohol  production 
and  would  represent  an  important  net  gain  of  income  for 
farmers,  when  as  unsaleable  crops  get  turned  into  fuel 
alcohol. 


CONCLUSION 

Investing  $12  billion  during  the  next  five  years  in  the 
production  of  fuel  alcohol  would  yield  rich  dividends  for 
our  society.  It  would  show  that  we  are  serious  and 
committed  in  moving  towards  the  production  of  liquid 
fuels  from  our  own  renewable  resources.  We  have  the 
technology  to  do  it  and  we  have  the  feedstocks. 

A  $12  billion  investment  is  not  a  large  sum  for  this 
country.  In  fact,  the  Administration  in  Washington  seems  to 
be  so  concerned  about  our  sources  of  liquid  fuels,  that  they 
are  preparing  a  much  larger  expenditure— $17.4  billion  by 
1986— for  the  building  of  a  Rapid  Deployment  Force  for  use 
in  the  Persian  Gulf  area.  And  building  that  force  will  not 
generate  one  drop  of  fuel. 

This  $12  billion  investment,  aside  from  providing  us 
with  a  serious  start  in  solving  our  energy  problems,  will 
provide  960,000  jobs.  These  jobs  in  construction,  metal 
fabrication,  steel,  and  engineering,  will  create  the  kind  of 
healthy  growth  in  the  capital  goods  industries  which  our 
nation  needs.  The  product  which  they  produce,  fuel 
alcohol,  is  the  only  solution  to  our  liquid  fuels  shortage 
that  can  be  realized  during  the  next  few  years. 

The  time  to  build  and  begin  production  is  now. 
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METHODOLOGICAL  NOTES 

The  major  methodological  tool  used  for  the  job  analysis  in  this  report  was  an  Input/Output  (I/O)  Table 
developed  by  the  Bureau  of  Labor  Statistics.  I/O  analysis  describes  the  effects  felt  throughout  the  economy 
when  the  output  of  one  industry  is  increased  or  diminished.  Since  the  two  industries  described  in  this  report 
the  fuel  alcohol  plant  construction  industry  and  the  fuel  alcohol  production  industry,  are  relatively  new 
industries,  they  do  not  figure  among  tho  157  industrial  sectors  listed  in  the  I/O  Table.  Therefore*  in  order 
to  make  tne  jot  analysis  for  this  report,  these  two  industries  bad  to  be  added  to  the  BL8  Table. 

Two  sources  were  of  utmost  importance  in  creating  this  augmented  table.  First,  we  relied  heavily  on  meth- 
ods described  by  Craig  Petersen  of  Utah  State  University,  who  augmented  I/O  Tables  in  order  to  do  his 
research  on  Sector  Specific  Output  and  Employment  Impact*  of  a  Solar  Space  and  Water  Heating  Industry  (1977% 
Second,  for  specific  information  on  regarding  machinery  requirements,  O&M  requirements,  labor  requirements 
and  financial  data,  we  drew  from  R  JL  Katzen  Associates'  1978  report,  Grain  Motor  Fuel  Alcohol  Technical 
and  Economic  Assessment  Study.  The  final  job  analysis  in  our  report  is  based  on  a  mix  of  48  fifty  million  gallon 
plants  and  960  ten  million  gallon  plants. 

The  feedstock  mix  described  in  this  report  was  based  on  several  sources:  The  Report  of  the  Alcohol  Fuel* 
Polity  Review.  DOE,  June  1979:  Ethanol'  Farm  and  Fuel  Issues,  Schnittker  Associates,  August  1980;  and 
The  Agricultural  Sector  impact*  of  Making  Ethanol  From  Grain,  Donald  Hertimark,  Daryl  Ray,  Gregory 
Parvin,  SERI,  1979,  and  other  sources  and  interviews. 

FOOTNOTES  TO  PREVIOUS  REVERENCES 

1  "As  there  is  a  world  excess  of  starch  and  a  deficit  of  protein,  the  international  community  has  a  lower 
tariff  on  the  protein  byproducts  than  they  have  on  imported  corn."  Scott  Sklar,  National  Center  for  Ap- 
propriate Technology,  interview,  February  13, 1981. 

'  Grain  Motor  Fuel  Alcohol  Technical  and  Economic  Assessment  Study,  Raphael  Katzen  Associates.  De- 
cember 1978,  NTIS. 

>  Katzen  Associates,  op.  cit. 

•  Our  estimate  of  3.5  billion  gallons  from  corn  is  based  on  the  findings  of  several  studies  which  take  into 
account:  (1)  potential  increases  in  corn  acreage  (from  bringing  set-aside  land  back  into  production,  and 
transferring  some  land  from  other  animal  feed  crops  to  corn);  and  (2)  projected  increases  in  corn  output 
per  acre.  Therefore,  by  1986-87,  corn  production  will  be  somewhat  higher  than  the  1979  level,  and  the  par* 
centage  of  the  total  corn  crop  used  for  alcohol  production  could  be  correspondingly  lower. 

• "  There  will  be  some  shift  from  soybeans  to  corn.  Both  soybean  growers  and  processors  will  move  out 
of  soybeans  and  into  corn.  This  could  have  some  regional  job  effects,  but  would  not  affect  the  overall  em- 
ployment picture."  Dr.  Donald  Hertzmark,  interview,  February  12, 1981. 

•  The  Agricultural  Sector  Impactt  of  Making  Ethanol  from  Grain.  Donald  Hertzmark,  Daryl  Ray,  Gregory 
Parvin,  Solar  Energy  Research  Institute,  Golden,  Colorado,  1979,  pg*  57 

Dr.  William  Scheller,  Department  od  Chemical  Engineering,  universiiy  of  Nebraska,  interview,  Feb- 
ruary 16, 1981. 

>  Fuel  Alcohol,  National  Alcohol  Fuels  Commission,  1981,  pg.  09. 

•  The  beef  cattle,  dairy,  poultry,  turkey,  catfish  and  rainbow  trout  industries  are  all  potential  markets 
for  DDG,  Myron  Reaman,  Chief  Executive  Officer,  National  Gasohol  Commission,  interview,  February  11, 
1981. 

"A  General  History  of  the  Nebraska  Grain  Alcohol  and  Gasohol  Program,  Charles  R.  Fricke,  quoted  in 
Gasohol,  USA,  pg.  11,  June,  1979. 

Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.C.  April  27,  1981. 

Hon.  Jesse  Helms, 

Chairman,  Committee  on  Agriculture,  Nutrition,  and  Forestry, 

U.S.  Senate,  Washington,  D.C. 

Dear  Chairman  Helms:  Enclosed  is  a  statement  prepared  by  one  of  my 
constituents  for  the  Senate  Agriculture  Committee  hearings  that  were  recently 
held  in  Lincoln,  Nebraska. 

Mrs.  Donna  Fuehrer  was  unable  to  testify  after  preparing  this  statement, 
but  as  a  farm  wife,  directly  involved  in  agriculture,  her  comments  are  to-the- 
point  and  worthy  of  consideration.  I  respectfully  request  that  her  statement  be 
included  in  the  printed  testimony  of  the  hearings  if  this  is  still  possible. 

Thank  you  for  your  attention  to  this  request. 

With  best  wishes,  I  am  Virginia  Smith, 

Sincerely,  Member  of  Congress. 
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ministered.  The  following  section  provides  the  language  which  enables  the  estab- 
lishment of  national  loan  and  purchase  rates  on  an  average  basis  and  permits 
appropriate  adjustments  for  differences  in  grade,  type  quality,  location  and  other 
factors: 

TITLE  IV— MISCELLANEOUS 

"Sec.  403.  Appropriate  adjustments  may  be  made  in  the  support  price  for 
any  commodity  for  differences  in  grade,  type,  staple,  quality,  location,  and  other 
factors.  Such  adjustments  shall,  so  far  as  practicable,  be  made  in  such  a  manner 
that  the  average  support  price  for  such  commodity  will,  on  the  basis  of  the  antici- 
pated incidence  of  such  factors,  be  equal  to  the  level  of  support  determined 
as  provided  in  this  Act.  .  ." 

It  is  the  primary  intention  of  the  commodity  loan  programs  to  promote  orderly 
marketing  of  the  individual  commodities.  To  accomplish  this,  it  is  necessary 
to  follow  market  practices  and  establish  locational  differentials  similar  to  those 
found  in  the  cash  market. 

To  do  otherwise,  like  applying  the  national  average  loan  rate  across  the  board, 
would  be  very  disruptive  to  the  market  when  cash  prices  and  loan  rates  in  effect, 
become  one. 

Sincerely, 

Grant  B.  Buntbocx, 

Acting  Director, 
Price  Support  and  Loan  Dunritnu 


Statement  of  Ernest  Welsch,  Milford,  Nebr. 

The  ASCS  programs  which  we  have  had  for  the  last  50  years  with  the  Govern- 
ment has  been  a  huge  band-aid.  It  has  never  gotten  the  job  done.  # 

Farmers  are  always  looking  to  Washington  for  help  financially  through  the 
programs,  and  they  should  be  looking  toward  unity  amongst  farmers  to  price  their 
own  products.  Senator  Zorinsky  alluded  to  the  fact  that  farmers  are  price  takers 
and  not  price  makers,  and  therein  lies  the  whole  problem.  We  need  to  reverse  that 
situation. 

In  1922  the  Capper-Volstead  Act  was  enacted  permitting  the  farmers  to  baigain 
collectively.  Had  we  picked  up  the  ball  then,  we  would  have  had  millions  of  farmers 
more  on  the  farm  at  this  time,  and  we  would  be  in  a  much  stronger  economic 
situation. 

Submitted  by  Ernest  Welsch,  lobbyist  for  the  Nebraska  Fanners  Organisation, 
Milford,  Nebr. 

Recommendations 

At  our  national  convention,  held  in  December,  1980,  the  members  adopted  a 
resolution  on  farm  programs,  as  follows: 

"We  continue  to  believe  that  farm  programs  as  modified  from  time  to  time  over 
the  last  40  years  have  served  farmers  very  well  under  the  circumstances  prevailing 
in  those  times;  now,  however,  we  believe  that  a  new  approach  is  appropriate  to 
cope  with  the  high  interest  rates  and  other  inflationary  production  costs  that  prom- 
ise to  be  continuing  problems  going  into  the  1980's. 

1.  The  new  program  should  not  force  us  to  depend  on  the  U.S.  Treasury  for 
farm  income. 

2.  The  new  program  should  encourage  producers  of  the  major  grains,  oil  seed 
and  fiber  crops  to  plan  production,  bargain  for  better  prices  and  maintain  at  their 
own  risk  such  surplus  as  they  wish  to  carry  over  as  income  assurance  in  case  of 
crop  failure  in  the  following  year. 

3.  The  new  program  should  be  designed  as  permanent  legislation. 

4.  The  new  program  should  be  administered  by  a  bipartisan  board  of  producers 
appointed  by  the  President. 

"Pertaining  to  the  loan  grain  that  the  farmers  have  with  the  government — the 
call-in  dates  should  be  staggered  because  when  all  the  grain  is  dumped  at  one  time 
it  has  a  tendency  to  low  er  the  market." 


Digitized  by 


Google 


273 

Nebraska  Grain  and  Feed  Dealers  Association, 

Lincoln,  Nebr.,  March  5,  1BB1. 

Re  Association  comments  on  changes  to  a  "Food  and  Agricultural  Act," 
Senator  Edward  Zorinsky, 
U.S.  Senate, 
Washington,  D.C. 

Dear  Ed:  Since  you  are  going  to  receive  many  witnesses  at  your  March  28, 
1981  meeting  in  Lincoln,  the  Association  would  like  to  submit  some  written 
comments  for  consideration  in  changes  to  a  new  Food  And  Agricultural  Act.  I 
will  keep  my  comments  brief  since  a  good  number  of  these  issues  have  previously 
been  addressed  by  the  Association  and  your  office  has  received  copies  of  our 
correspondence  on  them.  These  issues  are: 

1.  CCC  purchase  of  corn  from  Nebraska  is  set  at  an  unfair  price. — Last  year 
after  the  embargo,  commodity  credit  attempted  to  purchase  corn  from  Nebraska 
elevators  and  farmers.  The  price  level  set  by  CCC  was  unfairly  low,  since  the 
prime  market  determination  did  not  take  into  consideration  the  west  coast  and 
northwest  coast  markets  to  which  a  good  share  of  Nebraska  grain  moves  to. 
This  prime  market  (five  market  average)  determination  is  set  strictly  on  Gulf 
movement  of  grain  and  therefore  the  price  set  for  purchase  from  Nebraska  is 
much  lower  since  the  bid  is  lowered  as  distance  is  increased  from  Missouri  river. 
If  a  consideration  was  taken  on  the  west  coast  rate,  the  lowering  of  bid,  due  to 
increased  distances,  would  not  have  this  adverse  effect.  Nebraska's  farmers 
then  would  have  an  equal  or  greater  advantage  in  offering  grain  to  be  purchased 
under  this  program. 

2.  Designate  Denver  a  terminal  location  for  ASCS  loans. — Since  Denver  is  not 
a  terminal  location,  the  loans  wheat  farmers  from  western  Nebraska  can  gain 
through  ASCS  are  lower  since  the  loan  price  is  lower  as  you  move  westward  in 
Nebraska  from  the  other  designated  terminals.  A  consideration  should  be  given 
to  a  Denver  terminal  designation  so  farmers  in  the  western  part  of  the  state 
can  receive  a  higher  loan  price  on  their  wheat. 

3.  Grain  elevators  should  be  allowed  90  days  to  move  grain  when  the  call  level  is 
reached. — While  farmers  receive  a  90  day  period  of  time  to  move  grain  from 
on-farm  storage,  when  the  call  level  is  reached  on  grain  under  loan,  the  same 
provision  does  not  apply  to  the  elevators.  Elevators  are  forced  to  move  grain 
within  30  days  when  call  level  is  reached,  thereby  not  being  able  to  handle  equally 
the  on-farm  stored  grain  under  loan  which  has  90  days  to  move.  Both  elevator 
and  on-farm  stored  grain  should  receive  equal  considerations  for  movement  at 
the  call  level. 

4.  Call  levels  should  not  be  extended  indefinitely. — When  a  90  day  period  has 
been  reached  on  call  level  grain,  this  period  of  time  should  not  be  extended  in- 
definitely. An  extension  of  time  only  allows  a  continuing  ceiling  on  the  market 
in  the  form  of  reserves.  This  grain  will  continue  to  keep  prices  at  that  level  if 
this  grain  does  not  move.  If  it  is  moved,  prices  will  be  allowed  to  continue  upward 
at  the  later  time  since  there's  not  a  blanket  hanging  over  the  market  in  the 
form  of  this  reserve. 

5.  Uniform  grain  storage  agreements  with  Commodity  Credit  should  not  be  under 
ceiling  guidelines. — The  annual  uniform  grain  storage  agreement  signed  by  grain 
elevators  with  ASCS  should  be  on  an  offer  rate  basis  without  imposition  of  ceiling 
limits  by  the  federal  government.  Supposedly,  an  offer  rate  system  has  existed 
for  the  last  few  years,  but  in  reality  has  in  a  sense  been  under  an  8.6  percent 
guideline  on  storage  rates  and  handling  rates,  imposed  by  ASCS.  This  8.6  percent 
limitation  does  not  take  into  consideration  local  conditions,  like  change  m  state 
public  service  commission  rates  or  other  individual  circumstances  being  faced 
by  an  elevator.  ASCS  should  go  back  to  the  offer  rate  system  without  the  man- 
d  atory  guidelines. 

6.  CCC  should  be  mandated  to  handle  quicker  shipping  orders  on  their  grain— 
many  times  Commodity  Credit  Corporation  moves  their  gprain  at  the  same  time 
as  a  harvest  is  being  undertaken.  This  forces  a  competition  between  CCC  and 
the  farmers  in  the  movement  of  grain  during  these  periods. 

When  elevators  seek  early  shipping  orders  on  any  grain  CCC  wants  to  move. 
sometimes  they  are  handled  quickly  and  other  times  delayed  for  an  extended 
period  of  time.  This  gets  into  a  competitiveness  with  the  farmers  for  rail  cars 
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-rr.^r^.   .-t:w«ver.  ^he  program  will  accomplish   none  of 
rrric-.v*  -•    farmer*,  and   ir  will  only  be  attractive  if  it 

-  --■  rr.ii  an;::   imipr  -»?-tabiisheti  rules  and  the  expectation 
r-i  -t  ;,r:c^  wil  ry*  realized. 

-  tj-  i.I  farm,  program  lev^fe  should  be  established  n 
a  >rvr.M«*  -.?  -hi*  :.'ir."-  ;r.c»r  :-:r  wh**ar.  Policy  objectives  include  a  regular 
j.-ir.  -*-*  i".  71  ;*n*r.-  -f  ::ar:-7  with  11  month  maturity,  and  a  reserve  loan  set 
\~  *0  verier.-  ;f  -  ar  :tt  x1.-^  :f.r.*r»*e  waived  for  die  full  three-year  term  of  the 
*3--:-. i :"•*«:  .r.an.  T*ie  r^-r-r  r*:ea.-*e  level  «hc.iud  be  set  at  90  percent  of  parity 
a.-.«:  :r.i*  •»..  at  100  ^erier.r  :f  pant/.  The  target  price  should  be  set  at  90  pereent 
of  :,*r.r.T,  arm  i*l  zarzr^r.r  Limitations  should  be  removed. 

The  S'AWO  :rz~s  -hi*  ^rar.iisihmesit  of  a  Cost  Standards  Board  which  would 
ir.ci-iie  producer  member--  The  Boar:  would  evaluate  USD  A  production  cost 
Atar.r:arf*  ar..-:  -.-xer  i.-.ar.cial  lata  to  insure  integrity  and  darity  in  USD  A 
^ta^Uticai  report  ir.g. 

The  N'AWG  ir.r.'ir.v.**  -o  Nippon;  the  revised  Federal  Crop  Insurance  Program 
of  1SG0  iv:T  :t  -str-.r.g:-  irzes  :he  continuation  of  optional  disaster  program 
coverage  :r.tiL  *uch  tiir.«*  a.*  the  FCIC  program  is  proven  to  be  both  effective  and 
aff-".r:a.oie.  Merhod.*  -hrj;l«:  be  leveioped  to  make  the  crop  insurance  program 
afforr:ar,ie  ir.  high  ri^ic  areas,  and  premium  subsidies  should  be  made  available 
up  to  75  pereent  of  program  yield  to  increase  participation  in  higher  yielding 
areas. 

We  also  hope  that  this  Committee  will  focus  special  attention  of  U.S.  farm 
export  policy,  and  that  it  will  approve  programs  to  advance  the  sale  of  our  commod- 
ities overseas,  a*  well  as  an  "iron  clad  '  embargo  policy  which  will  protect  farmers 
and  their  market*  luring  the  event;  of  short  supply  or  national  security  and  foreign 
policy  embargoes. 

The  NAWO  is  flatly  opposed  to  grain  embargoes,  and  it  finds  selective  embar- 

£)es,  such  2l*  the  19S0  restrictions  on  Soviet  grain  trade  which  President  ^t^g"1 
is  held  ir.  place  to  be  particularly  offensive.  If  foreign  policy  embargoes  are 
deemed  in  the  national  interest,  then  the  export  control  should  be  total  and  should 
apply  to  all  commerce  with  the  targeted  nation. 

When  an  embargo  or  other  form  of  export  restriction  is  placed  on  grain  sales  for 
purposes  of  short  3upply,  national  security  or  foreign  policy,  loan  rates  should 
automatically  be  set  at  100  percent  of  parity.  Such  a  provision  will  protect  (gam 
markets  from  serious  disruption,  and  it  will  ensure  that  any  future  embargo  of  U.8. 
agricultural  commodities  will  not  be  borne  exclusively  by  the  nation's  farmers. 

In  a  related  trade  policy  area,  the  NAWG  supports  the  extension  of  the  expiring 
1975  U.S.-Soviet  Grain  Supply  Agreement,  and  it  has  urged  President  Reagan  to 
open  talks  which  will  lean  to  the  successful  conclusion  of  a  new  agreement  Before 
this  September  30.  The  NAWG  also  supports  the  continuation  of  the  U.S.-China 
agreement.  With  respect  to  other  bilateral  grain  agreements,  the  NAWG  hopes 
that  this  Committee  will  adopt  a  statement  that  it  is  the  sense  of  the  Congress  that 
the  U.S.  should  not  pursue  a  course  of  seeking  further  bilateral  supply  agreements 
without  consultation  with  and  the  approval  of  directly  affected  commodity 
groups. 

The  NAWG  supports  the  continuation  of  authority  and  adequate  funding  for 
Public  Law  480.  We  believe  that  the  Reagan  Administration's  proposal  to  phase- 
back  Titles  I  and  III  of  Public  Law  480  is  a  mistake  which  fails  to  take  account  of 
the  market  development  benefits  of  these  programs.  These  concessional  sales 
have  fostered  the  development  of  strong  commercial  wheat  markets  such  as  Japan, 
Korea  and  Taiwan,  and  they  enable  us  to  maintain  our  presence  in  other  important 
markets  in  the  face  of  competition  in  concessional  sales  by  other  exporting  nations. 

Further,  the  NAWG  and  U.S.  Wheat  Associates,  the  wheat  growers'  foreign 
market  development  organization,  strongly  favor  the  establishment  of  a  revolving 
fund  for  CCC  export  credits.  Repayments  from  outstanding  loans,  including 
interest,  should  revert  back  to  the  fund  for  use  in  making  subsequent  loans. 
The  NAWG  and  U.S.  Wheat  Associates  also  support  an  increase  in  the  CCC 
all-risk  export  loan  guana ntee  program  from  $2  billion  to  $4  billion. 

Mr.  Chairman,  we  are  awaie  of  the  Federal  outlays  which  are  called  for  in  the 
above  recommendations,  and  we  are  likewise  aware  of  the  wide-spread  commitment 
to  cut-back  overall  Federal  spending.  We  must  stress,  however,  that  outlays  for 
marketing  opeiations  such  as  the  loan  and  reserve  programs,  and  outlays  for 
foreign  sales  expansion  such  as  CCC  credit  and  Public  Law  480  programs,  yield 
benefits  to  the  nation  which  far  exceed  the  budgetary  investment  in  these  un- 
dertakings. Moreovei,  it  is  a  fact  that  outlays  for  wheat  programs  in  the  Federal 
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budget  have  declined  sharply  relative  to  other  expenditures  over  tfce  part  30 
years.  For  example,  in  1961  wheat  programs  accounted  for  1.4  percent  of  Federal 
outlays,  and  this  amount  had  been  reduced  to  .4  percent  of  the  Federal  budget  by 
1971.  Outlays  in  the  1981  budget  amount  to  .2  percent.  Consequently  we  do  not 
feel  that  support  for  priority  commodity  programs  can  justifiably  be  withdrawn. 

We  have  appreciated  this  opportunity  to  appear  before  the  Committee  and  the 
attention  that  our  testimony  nas  received.  We  will  be  pleased  to  respond  to  your 
questions  at  the  appropriate  time.  Thank  you. 

REAL  FARM  PRICE  WHEAT 

AND  WHEAT  EXPORTS 
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Statement  of  Kenneth  R.  Carpenter,  President,  Nebraska  Beet  Growers 

Association 

My  name  is  Kenneth  R.  Carpenter.  I  am  President  of  the  Nebr.  Beet  Growers 
Association.  I  am  testifying  today  on  behalf  of  the  sugar  beet  growers  of  Nebraska. 
Our  group  consists  of  approximately  900  growers. 

We  believe  it  is  essential  to  have  legislation  at  this  time  to  stabilise  the  sugar 
market  that  has  been  fluctuating  from  high  to  low  the  past  few  years.  This  has 
not  been  good  for  either  the  consumer  or  the  producer  or  the  processor. 

The  industry  has  lost  nearly  a  million  tons  of  sugar  during  these  past  years 
due  to  factory  closings.  Once  a  factory  has  been  closed,  we  nave  never  known 
them  to  open  again.  The  loss  of  the  industry  in  a  sugarbeet  growing  area  has  a 
severe  effect  on  the  economy  of  the  area.  The  loss  of  jobs  to  town  people,  busi- 
nesses affected — fertilizer  dealers,  implement  dealers,  auto  industries,  fuel  oper- 
ators, etc.  In  turn  grocery  stores,  clothing  stores  and  other  businesses  are  affected. 
It  is  said  that  the  money  from  sugar  beets  is  turned  seven  times  in  an  area. 

We  now  import  40  percent  of  our  sugar.  If  we  lose  our  sugar  industries  we 
will  he  at  the  mercy  of  Foreign  countries  as  we  are  with  oil  and  coffee.  The  sugar 
price  then  could  be  extremely  high. 

Most  of  the  sugar  that  we  import  comes  from  surplus  or  subsidized  sugar  in 
other  countries. 

If  sugar  beets  are  not  grown,  crops  such  as  corn,  beans,  or  wheat  which  are 
already  in  surplus  will  be  grown. 
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Dea*  Se*atoe  Zo~i*sxt:  ThazJc  yo"u  for  your  invitation  to  provide 
mat  ion  v>  tr_e  Ser-ate  O:  rr-nJttee  os  Agriculture.  Nutrition  and  Forestry 
March  2%,  198 1,  he&rir.g  ;:-  Lir^oln.  I  Vvild  appreciate  it  if  you  would'] 
thi«  let te r  if.  t he  fw.  re  of  t hit  hears  .r.g- 

Agri  cultural  prvi-c^os  research  ha*  prr-v»--i  ihat  we  are  the  most 
fui  fo^d  ar/j  firmer  producer  ir.  the  wori-i.  However,  we've  been  i»**iwy  in  re- 
search feupport  for  the  marketing  ar.d  'Utilization  of  our  prc^dorts.  Ayieulime 
offer*  a  wi^ie  variety  of  raw  rr.ateriaL*  froai  renewable  sources.  Hopefully,  theae 
iriateriah  nil!  soriieeay  r^e  a  hie  to  replace  those  derived  from  nonrenewable 
sources — huch  ax  petroleum. 

Hi  nee  the  end  of  World  War  II,  the  USD  A  Laboratory,  located  in  Peoria, 
Illinois,  ha\«i  been  engaged  ir.  thi=  t.vpe  of  research  on  a  limited  baas.  In  recent 
year-*,  the  number  of  ttrienti£t*  working  on  individual  product  development  has 
declined.  The  Nebraska  Department  of  Agriculture  recently  began  working 
with  the  Peoria  Laboratory  in  an  effort  to  move  already  developed  products 
off  the  lab  shelf  and  into  the  marketplace.  This  needs  to  be  a  nationwide  effort. 
Consumers  need  these  products  and  farmer*  need  the  additional  income  to  meet 
the  rising  cost  of  p  roduction. 

The  marketing  of  the  discoveries  and  inventions  from  the  laboratory  have 
been  neglected  by  our  nation's  farm  program  planners.  This  is  a  luxury  we  can 
no  longer  afford.  Continued  efforts  to  remove  market  barriers  within  this  country 
and  overseas  are  essential  to  our  hard-pressed  farmers  and  ranchers.  Support 
for  the  Foreign  Agricultural  Service  attaches,  and  programs  such  as  the  Trade 
Opportunity  Referral  Service,  Contacts  Program,  and  Export  Briefs  have  been 
helpful  to  Nebraska  producers  and  processors  of  many  ag  products.  Local  business- 
men and  registered  livestock  producers  need  financial  assistance  in  finding  new 
markets  overseas  through  trade  shows,  trade  missions  and  training  seminars 
for  their  marketing  people.  Hopefully,  the  new  farm  bill  will  continue  to  provide 
financial  resources  for  a  strong  cooperative  state-federal  marketing  program. 
It  assists  both  new  and  experienced  exporters  of  processed  food  and  nonfood 
products  to  enter  the  world  marketplace. 

A  single  international  show  produced  more  than  $5  million  for  three  Nebraska 

firms  who  were  introduced  to  the  international  marketplace  for  the  first  time  at 

that  show.  Investment  in  good  marketing  programs  offers  excellent  dividends 

in  the  form  of  expanded  markets  and  new  job  opportunities  for  our  citixens. 

Sincerely, 

E.  Mickxt  Stew  abt,  Director. 
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Nebraska  Stock  Growers  Association, 
Publishers  of  the  Nebraska  Cattleman. 

Alliance,  Nebr .,  March  $0, 1981. 

Senator  Edward  Zorinsky, 

Committee  on  Agriculture,  Nutrition  and  Forestry, 

Lincoln,  Nebr. 

Dear  Senator  Zorinsky:  We  appreciate  the  opportunity  to  present  testi- 
mony concerning  possible  changes  in  the  1977  Food  and  Agriculture  Act.  I  have 
to  be  at  a  National  Beef  Forum  in  Kansas  City,  Missouri  on  March  28,  so  I  am 
outlining  the  position  of  the  Nebraska  Stock  Grower's  Association  in  this  letter 
foryou  and  the  committee. 

Traditionally  the  cattle  industiy,  at  least  as  represented  by  the  National 
Cattlemen's  Association  and  its  state  affiliates,  has  not  been  actively  involved 
in  the  development  of  general  agricultural  legislation.  Our  industry  has  consist- 
ently stood  against  price  supports  for  beef  cattle,  but  refrained  from  opposing 
programs  that  are  designed  to  aid  other  commodities..  Only  when  such  things 
as  the  grazing  of  diverted  acres  come  up  have  we  felt  it  necessary  to  speak  up 
and  defend  our  interests. 

Price  support  programs  of  various  kinds  have  become  so  deeply  ingrained 
in  our  marketing  system  that  they  are  taken  for  granted  by  most  segments 
of  the  industry.  Since  we  philosophically  oppose  inteiference  in  the  free  market, 
and  since  we  are  such  more  often  buyers  of  feed  grains  than  producers  of  them, 
we  defer  to  grain  producer  organizations  and  general  farm  organizations  to 
hammer  out  those  items  relating  to  target  prices,  loans,  acreage  controls,  etc. 
We  have  supported  conservation  programs  that  relate  to  the  maintenance  of 
soil  fertility  and  control  o  erosion  and  will  continue  to. 

There  is  one  area  of  concern  that  we  do  wish  to  address.  As  the  United  States 
becomes  more  and  more  the  worlds  major  source  of  food  products  we  feel  much 
greater  attention  should  be  directed  toward  increasing  exports  of  beef.  While 
grain  exports  have  greatly  helped  the  balance  of  payments  problem  we  suffer 
due  to  dependence  on  imported  oil,  exports  of  grain  fed  beef,  a  much  higher  value 
product,  would  even  fuither  improve  our  trade  balance  with  the  same  amount 
of  feed  grain. 

We  strongly  support  the  trend  to  a  more  market  oriented  domestic  Agricultural 
policy  that  has  evolved  in  this  decade  and  urge  it  be  pursued  further.  As  long 
as  feed  grain  is  priced  at  the  world  market  cattle  feeders  can  compete  for  meat 
exports.  If  one  of  their  main  feed  ingredients  is  sold  overseas  for  less  than  it 
can  be  bought  domestically  our  industry  is  placed  in  an  intolerable  competitive 
disadvantage. 

It  is  generally  underdeveloped  countries  that  export  unprocessed  raw  materials. 
The  time  may  come  when  we  will  wonder  if  we  might  better  have  addressed 
ourselves  to  feeding  more  of  our  grain  at  home  and  worked  harder  at  selling 
the  higher  value  product  abroad.  As  the  worlds  standard  of  living  improves 
the  potential  for  selling  high  quality  protein  can  be  expected  to  grow  in  propor- 
tion. 

In  conclusion,  while  we  have  few  specific  suggestions  to  incorporate  into  a  new 
Farm  Bill,  we  do  ask  that  the  congress  maintain  a  balanced  approach  so  that 
in  seeking  to  support  that  portion  of  Agriculture  that  has  traditionally  had 
government  as  a  continual  partner,  it  does  not  curtail  the  growth  of  the  livestock 
industry,  particularly  in  the  area  of  potential  foreign  sales. 

We  appreciate  the  opportunity  to  present  these  thoughts. 
Sincerely, 

Jni  Gran, 

President. 
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Statement  of  Don  Eret,  Dorchester,  Nebr. 

I,  Don  Eret,  am  a  farmer  at  Dorchester,  Nebraska.  For  several  years  I  have 
studied  the  operation  of  commodity  futures  trading  of  agricultural  commodities 
and  also  the  federal  regulation  of  futures  trading  by  the  Commodity  Futures 
Trading  Commission  (CFTC). 

Prior  to  establishment  of  the  CFTC  by  the  Commodity  Futures  Trading  Com- 
mission Act  of  1974  futures  trading  was  regulated  by  the  Commodity  Exchange 
Authority  in  the  U.S.  Department  of  Agriculture.  Congressional  oversight  respon- 
sibility for  futures  regulation  remains  a  function  of  Agriculture  subcommittees 
in  the  House  and  the  Senate. 

Commodity  futures  contracts  of  agricultural  commodities  retain  a  direct  rela- 
tionship to  the  function  of  the  USDA  in  administering  the  Farm  Acts  in  that 
commodity  cash  prices  are  determined  by  the  futures  monthly  contracts  closest 
to  expiration.  The  cash  prices  in  turn  have  a  direct  bearing  on  issuance  of  commod- 
ity loans,  on  payment  of  price  deficiency  per  target  price,  and  on  reserve  release 
and  call. 

I  and  many  other  farmers  are  critical  of  an  inherently  unfair  speculative  trading 

Sractice,  namely  speculative  net  short  selling,  and  I  find  that  this  practice  has 
een  criticized  from  the  beginning  of  futures  trading  as  a  customary  method  of 
decreasing  the  producer  price.  Speculative  position  limits  have  not  been  effectively 
regulated  to  remedy  this  problem. 

Congressional  subcommittees  are  seeking  proposals  of  a  way  to  control  ex- 
cessive speculation  in  commodity  futures.  The  American  Agriculture  Movement 
(AAM)  has  adopted  the  enclosed  Beneficial  Speculation  Rule  as  a  proposed  legis- 
lated means  of  stabilizing  price  and  attaining  parity  in  the  marketplace  without 
need  of  a  budgeted  outlay  for  implementing  this  rule. 
Attachment. 

PROPOSED  FUTURES  TRADING  BENEFICIAL  SPECULATION  RULE 

(1)  It  shall  be  illegal  for  any  person  to  sell  futures  contracts  of  U.S.  produced 
agricultural  commodities  for  prices  below  90  percent  of  parity  unless  they  own  a 
like  amount  of  actual  commodity,  have  the  resources  to  produce  a  like  amount  of 
actual  commodity,  or  hold  a  long  futures  contract  position  for  a  like  amount 
of  subject  commodity  and 

(2)  It  shall  be  illegal  for  any  person  to  buy  futures  contracts  of  U.S.  produced 
agricultural  commodities  at  prices  above  110  percent  of  parity  unless  the  buyer 
is  a  bona  fide  processor,  user,  or  exporter  or  holds  a  short  futures  contract  for 
a  like  amount  of  subject  commodity. 

Speculation  in  commodity  futures  is  allowed  as  a  legal  praotive  under  federal 
law  for  the  purpose  of  shifting  or  assuming  commodity  ownership  risk.  Federal 
regulation  of  commodity  futures  speculation  should  then  restrict  speculation 
to  the  intended  beneficial  purpose  of  transferring  ownership  risk  ana  within  a 
reasonable  range  of  value  reference  as  set  by  USDA  parity  price. 

Parity  is  not  attainable  in  the  market  with  normal  supply  unless  a  beneficial 
speculation  rule  is  enacted. 

The  silver  futures  market  fiasco  has  offered  an  example  of  the  uncontrolled 
pricing  system  that  the  basic  food  and  fiber  commodities  are  subject  to  without 
effective  protective  trading  restriction. 

If  enacted  into  law  the  Beneficial  Speculation  Rule  would  appear  in  the  Com- 
modity Exchange  Act  in  the  following  probable  form: 

It  shall  be  unlawful  for  any  person  directly  or  indirectly  to  acquire  a  spec- 
ulative net  short  position  with  contracts  sold  at  a  price  below  90  percent  of  the 
USDA  parity  price  or  to  acquire  a  speculative  net  long  position  with  contracts 
purchased  at  a  price  exceeding  110  percent  of  the  USDA  parity  price  for  any 
United  States  producer  marketed  agricultural  commodity,  traded  m  futures  on 
any  contract  market. 

Statement  of  Marian  Lenzen,  Sidney,  Nebr. 

I  am  a  53  year  old  farm  wife.  My  hushand  is  56  and  has  farmed  all  his  life. 
Before  he  was  old  enough  to  go  to  school  he  was  herding  cattle  along  the  road 
so  they  could  eat  the  grass  and  weeds  that  grew  in  the  ditch. 

We  have  seven  children  4  boys  and  3  girls.  The  oldest  six  have  all  graduated 
from  the  University  of  Nebraska  and  the  youngest  will  start   classes  there  in 
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September  1981.  None  of  our  children  will  be  farmers,  because  fanning  If  ft 
frustrating  low-income  occupation.  Even  though  farmers  produce  the  only  prod* 
uct,  other  than  water,  that  humans  cannot  exist  without,  farm  income  Is  die* 
pairingly  low.  I  would  not  encourage  any  of  my  children  to  choose  fanning  as 
their  life's  work. 

Our  children  attained  their  college  educations  by  working  after  school  during 
their  high  school  years  and  saving  their  money.  They  received  scholarships, 
loans  and  help  from  home.  It  is  far  cheaper  to  put  seven  children  through  four 
years  of  college  then  it  is  to  put  one  child  into  farming.  It  is  easier  to  become 
a  doctor  then  it  is  to  become  a  farmer  and  it  is  far  more  profitable. 

We  did  not  discourage  our  children  from  choosing  agriculture  as  their  occupation 
because  of  the  long  hours  and  hard  work.  Members  of  Congress  work  long 
hours  and  work  hard.  It's  not  that  the  personal  rapport  with  nature  that  fanners 
have  is  not  a  gratifying  experience.  It  s  not  that  working  with  your  hands  and 
getting  them  dirty  is  demeaning,  it  is  not.  The  reason  our  children  were  never 
allowed  to  become  attached  to  this  way  of  life  is  because  our  government  has 
steadfastly  chosen  a  cheap  food  policy,  exploiting  farm  families  and  the  nation's 
greatest  natural  resource,  our  land,  to  nght  inflation.  By  keeping  the  price  of  raw 
farm  products  unreasonably  low,  punishing  those  who  grow  them,  retail  food 
price  of  raw  farm  products  unreasonably  low,  punishing  those  who  grow  them, 
retail  food  prices  in  the  United  States  are  considerably  lower  then  in  other  devel- 
oped nations.  This  has  allowed  U.S.  citizens  to  spend  a  larger  percentage  of 
their  income  for  frivolous  objects  that  have  made  the  U.S.  the  epitome  of  waste, 
consumption,  and  debauchery. 

No  one  in  their  right  mind  would  put  their  children  in  a  position  where  their 
standard  of  living  would  be  decided  by  people  who  have  no  perception  of  rural 
America,  and  who  are  under  pressure  from  their  urban  constituents  to  ensure 
that  they  get  food  at  its  lowest  price,  no  matter  the  consequences  this  may  bring 
tomorrow.  Americans  are  not  known  for  their  ability  to  "look  ahead",  to  imagine 
the  results  of  today's  actions.  Instant  gratification  is  the  norm. 

While  farm  numbers  declined  from  6.8  million  in  1935  to  2.7  million  in  1980, 
land  was  being  concentrated  into  bigger  and  fewer  farms.  Government  investi- 
gations justified  this  result  as  the  capitalist  way,  eliminating  the  inefficient  so 
those  remaining  would  be  able  to  make  a  living  comparable  to  their  city  cousins. 
That  attitude  did  not  carry  over  to  other  industry  as  government  has  a  history 
of  aid  to  industries,  Chrysler  being  the  latest. 

Laws  that  would  limit  to  160  acres  that  one  farmer  could  irrigate  from  federally 
financed  water  projects  were  ignored  and  now  a  few  large  wealthy  landowners 
prosper  at  the  taxpayers  expense.  Those  laws  limiting  the  number  of  acres  for 
irrigation  aie  still  on  the  books  and  should  be  enforced. 

Recent  government  reports  indicate  what  family  farmers  have  been  saying 
for  years.  The  moderate-size  farm  is  more  efficient  and  more  capable  of  with- 
standing a  bad  year  than  the  big  operators  with  their  enormous  debt.  A  family- 
operated  farm  can  adjust  to  the  holocaust  of  a  hailstorm  or  the  desolation  of 
drought.  The  farm  wife  puts  off  the  new  drapes  for  another  year,  the  kids  make 
do  with  hand-me-downs  and  the  old  tractor  hangs  together  for  another  year.  The 
big  operator  has  to  pay  his  hired  hands  and  meet  the  land  payment  and  keep 
up  his  image  by  going  even  deeper  in  debt,  and  often  that  debt  is  subsidised 
by  the  taxpayer.  I  don't  like  it. 

A  new  farm  bill  should  address  the  question  of  higher  prices  for  raw  farm  prod- 
ucts, not  concentrate  on  that  old  tired  slogan  ''create  more  exports."  When 
marginal  land  is  plowed  up  to  create  more  exports  we  are  exporting  today,  to- 
morrows production. 

People  must  understand  that  all  land  is  not  suitable  for  crop  production. 
Some  land  is  best  left  as  prairie,  as  pastureland  to  sustain  meat  production. 
Keep  in  mind  that  the  one  thing  most  apt  to  stir  people  to  revolution  is  a  shortage 
of  food  and  meat  is  an  important  part  of  the  American  diet. 

To  get  a  better  balance  between  our  exports  and  our  imports,  we  should  price 
our  grain  at  a  higher  level.  Argentina  sold  grain  to  Russia  at  a  premium  price, 
after  President  Carter  imposed  his  partial  embargo.  If  Russia  can  pay  Argentina 
an  extra  $1  dollar  a  bushel  it  would  pay  the  U.S.  an  extra  dollar  a  bushel.  It 
is  time  the  United  States  place  a  value  on  our  agricultural  exports  and  we  should 
establish  that  value  as  the  Germans  and  French  and  Japanese  do. 

The  EEC  and  Japan  set  domestic  farm  prices  high  enough  to  make  farming 
a  desirable  commensurate  way  of  life.  The  U.S.  is  the  only  developed  country 
that  treats  agriculture  as  an  ugly  step-child,  The  price  of  basie  raw  farm  products 
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are  not  the  cause  of  inflation,  have  never  been  the  cause  of  inflation  and  would 
not  cause  inflation  if  priced  at  the  same  level  as  in  EEC  and  Japan.  Those  coun- 
tries import  a  larger  share  of  their  oil  than  the  United  States  and  price  agri- 
cultural commodities  at  high  levels  and  still  don't  have  the  inflation  problems 
that  the  United  States  has. 

I  have  the  following  specific  suggestions  for  new  farm  legislation. 

1.  Protection  for  farmers  who  store  grain  in  local  elevators  so  that  grain  can- 
not be  taken  to  pay  off  creditors  if  the  elevator  goes  bankrupt. 

2.  160  acres  should  be  limit  any  one  farmer  can  irrigate  from  federally  financed 
water  project. 

3.  Participation  in  farm  program  should  be  tied  to  good  conservation  prac- 
tices. No  one  installing  center  pivot  irrigation  systems  in  Nebraska  Sandhills 
should  be  eligible  for  loans,  target,  or  any  other  type  government  payment. 

4.  More  emphasis  on  preventing  soil  errosion — preventing  water  pollution 
of  underground  or  surface  water  supplies  by  feed  lot  operators,  irrigators,  and 
industry. 

5.  Conservation  practices  that  are  partially  funded  by  federal  money  should  be 
in  the  form  of  a  binding  contract  that  extends  for  25  years  or  more,  so  that  a  new 
landlord  can't  bulldoze  trees  or  terraces  put  in  at  taxpayers  expense. 

6.  Loan  prices  should  cover  cost  of  production  and  target  price  should  allow  a 
reasonable  profit.  Other  industries  that  are  regulated  by  law  for  the  public  good 
are  allowed  a  10  percent  or  better  return  on  investment,  so  that  would  not  be 
unreasonable  for  agriculture.  I  would  limit  total  amount  paid  to  any  one  pann  to  no 
more  then  $20,000  or  to  the  median  family  income  in  the  United  States.  This 
way  smaller  farm  units  will  benefit  on  the  same  basis  as  the  larger  units. 

7.  Revise  tax  laws  to  equalize  benefits  between  large  ana  small  operators  to 
discourage  tax  shelter  investments  in  agriculture.  Set  limits  on  capital  gains  and 
investment  credits.  (See  attached  article.) 

8.  Keep  USDA  responsible  for  food  safety,  nutrition,  and  consumer  affairs. 
I  am  a  consumer  the  same  as  any  city  resident  and  I  want  my  interests  protected. 

9.  Eliminate  aid,  subsidies  etc.  to  tobacco  farmers,  using  a  phase  out  method  of 
several  years  to  allow  them  to  change  crops  if  they  wish,  then  make  tobacco 
farming  stand  alone.  It's  incredible  that  the  govenment  would  yank  support  from 
the  dairy  industry  but  continue  it  for  tobacco.  The  tobacco  subsidy  gives  all  farm 
programs  a  bad  name. 

10.  Last  but  not  least,  the  Americian  farmer  needs  some  real  protection  from 
grain  embargoes.  Grain  embargoes  are  going  to  happen  every  time  food  prices 
start  to  esculate  in  the  United  States.  It  has  happened  in  the  past,  it  will  happen 
again.  The  American  public  believes  it  has  a  right  to  cheap  food,  no  matter  what 
that  does  to  farm  families.  Farmers  need  some  assurance  that  their  income  is 
going  to  be  allowed  to  increase  to  compensate  for  inflation.  There  are  no  cost  of 
living  contracts  in  wheat  production.  If  the  government  can  legislate  minimum 
wage  laws,  it  can  legislate  minimum  grain  prices  in  such  a  way  as  to  assure  farmers 
that  they  won't  be  called  on  to  suffer  alone.  Past  resolutions  that  grain  prices  would 
go  to  100  parity  if  an  embargo  were  imposed  were  written  with  so  many  loopholes 
they  were  worthless.  Too  many  laws  are  illusionary,  they  are  written  to  satisfy 
the  demands  of  a  certain  segment  of  society,  just  to  calm  them  and  get  them  on 
the  back  of  congressional  members.  We  need  a  law  with  some  teeth  that  can  not  be 
circumvented. 

Secretary  Bergland  report  on  the  structure  of  Agriculture  hearings  A  Time  to 
Choose  should  be  studied  by  all  congressional  ag  committee  members.  It  is  good 
honest  information  and  shows  where  agriculture  is  now  and  how  it  got  there. 

When  my  husband  and  I  were  married  34  years  ago,  this  800  acre  wheat  and 
cattle  farm  was  paid  for.  With  the  heady  confidence  of  youth  we  anticipated  a 
life  of  middle-income  comfort.  A  short  vacation  each  year,  a  modest  home,  and  a 
college  education  at  a  state  college  for  our  children.  I  can  count  on  one  hand 
the  family  vacations  we  have  had.  We  have  a  comfortable  home  and  our  children 
did  go  to  college — because  we  marie  that  our  priority.  Our  tractor  is  old  enough 
to  vote.  The  truck  died  last  fall  at  the  age  of  30.  I  live  with  the  nagging  feat  that 
if  one  of  us  became  seriously  ill,  it  could  cost  us  the  farm.  We  have  no  health 
insurance  because  health  insurance  is  expensive  when  you  have  no  employer 
to  provide  it  or  to  pay  half  of  your  social  security  tax.  A  paid  vacation  means 
we  pay  the  neighbor  to  feed  the  cattle  while  we  spend  a  couple  of  days  in  the  city. 
Certainly  we  have  not  had  a  baa  life.  I  am  grateful  that  we  have  been  healthy 
and  that  the  farm  is  still  paid  for.  But  it's  hard  to  believe  that  after  34  years 
of  careful  cautious  living  we  have  less  to  show  for  it  now  than  we  had  on  our 
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wedding  day.  There  are  many  farm  couples  in  the  same  situation.  We  fed  we 
have  contributed  much  to  the  U.S.  economy  and  that  our  efforts  have  not  been 
recognized  or  appreciated.  We  don't  want  a  plague.  We  want  a  decent  fair  price 
for  our  commodities  that  have  made  the  American  public  the  best  fed  for  the 
least  amount  of  money  of  people  anywhere  in  the  world. 

I'm  aware  that  the  value  of  our  farm  has  esculated  in  recent  years,  making 
the  taxes  higher  and  thus  lowering  our  standard  of  living  because  the  price  of 
what  we  sell  has  not  increased  in  equal  proportion  to  the  cost  of  what  we  must 
buy.  We  will  live  poor  and  die  rich  and  the  federal  government  will  extract  it's 
share  of  our  assets  before  our  children  will  receive  any  inheritance.  Our  government 
has  become  not  an  ally,  but  our  enemy,  not  our  protector,  but  out  assailant.  That 
is  sad. 

[Reprint  from  the  World  Herald,  March  25, 1981] 

Tax  Policy  Nets  Hog  Surplus 
(By  Chuck  Hassebrook) 

The  low  hog  prices  we're  now  suffering  may  be  partly  the  result  of  federal 
tax  incentives  which  encourage  overproduction  and  supply.  That  factor  was 
missed  in  the  article  "Price,  Supply  Jeopardizing  Hog  Producers,"  Sunday 
World- Herald,  March  8.  Unless  farm  tax  policies  are  changed,  that  impact  will 
continue  to  be  felt. 

Federal  tax  incentives  reward  people  who  expand  hog  production,  particularly 
those  expanding  on  a  large  scale,  regardless  of  whether  the  expansion  is  justified 
by  efficiency  or  hog  markets.  The  investment  credit  and  accelerated  deprecia- 
tion return  much  of  the  cost  of  new  factory  hog  production  facilities  in  tax  sav- 
ings. High  bracket  taxpayers  can  recover  half  of  their  investment  through  tax 
savings  during  the  first  few  years  a  new  hog  factory  is  in  operation. 

Tax  incentives  work  like  economists  say  they're  supposed  to;  they  spur  in- 
vestment. And  because  tax  incentives  direct  most  of  their  benefit  to  high  bracket 
taxpayers  and  to  operations  with  large  capital  investments,  they  encourage  ex- 
pansion on  a  large  scale. 

It's  no  secret  that  the  unusually  long  period  of  low  hog  prices  we're  now  suffer- 
ing is  a  direct  result  of  the  rapid  construction  of  confinement  hog  facilities  over 
the  last  several  years,  particularly  during  1978  and  1979.  Would  the  expansion 
have  been  so  great  and  the  drop  in  hog  prices  so  low  and  so  lasting,  without 
the  influence  of  "tax  subsidies"? 

While  the  investment  credit  and  accelerated  depreciation  help  us  produce 
too  many  hogs,  capital  gains  and  cash  accounting  breaks  on  "one  litter  gilts" 
increase  the  number  of  overweight  hogs  going  to  slaughter,  contributing  further 
to  oversupply  and  lower  hog  prices. 

The  hog  owner  using  cash  accounting  deducts  100  percent  of  the  cost  of  raising 
a  breeding  animal,  but  counts  only  40  percent  of  its  sale  price  as  gross  income 
for  tax  purposes.  By  selling  all  gilts  after  only  one  litter  and  replacing  them  with 
hogs  that  would  otherwise  be  sent  immediately  to  slaughter,  a  hog  producer 
can  convert  a  large  part  of  his  slaughter  hog  sales  to  breeding  stock  sales,  and 
thereby  a  large  share  of  his  income  to  capital  gain.  Even  a  very  profitable  feeder 
pig  operation  can  show  a  loss  for  tax  purposes,  by  using  the  one  litter  gilt  system. 

The  practice  lowers  hog  prices  because  hogs  that  would  normally  be  marketed 
at  220  lbs.  are  marketed  as  350  pound  gilts.  According  to  the  Department  of 
Agriculture,  use  of  the  one  litter  gilt  system  is  becoming  prevalent  among  large 
producers.  However,  it  offers  no  benefit  to  farmers  in  lower  tax  brackets  for 
whom  the  tax  savings  are  inadequate  to  offset  the  higher  cost  of  producing  pigs 
from  gilts,  according  to  a  University  of  Nebraska  study.  Despite  its  "efficiency^ 
as  a  means  of  tax  avoidance,  the  practice  generally  leads  to  smaller  litters. 

Likewise,  tax  induced  low  hog  prices  cost  the  average  producer  more  than  he 
gains  through  the  investment  credit,  accelerated  depreciation  and  capital  gain 
deductions  combined.  The  only  long  run  beneficiaries  are  generally  larger  pro- 
ducers and  high  income  investors  whose  higher  tax  brackets  and  large  tax  favored 
investments  yield  sufficient  tax  savings  to  offset  the  resulting  lower  hog  prices. 

The  per  hog  value  of  the  investment  credit  to  a  farmer  farrowing  in  a  remodeled 
barn  is  typically  only  10  to  20  percent  of  its  per  hog  value  to  an  investor  in  a 
corporate  hog  factory.  But  the  resulting  low  hog  prices  must  be  shared  equally 
by  the  farmers  who  don't  reap  the  significant  tax  benefits.  So  unless  farmers 
go  out  and  get  farm  tax  policies  changed,  the  majority  of  the  nation's  hog  pro- 
ducers will  lose  their  competitive  position  to  the  largest  few,  not  because  of 
inefficiency  but  because  of  subsidised  competition.  USDA  predicts  an  80  percent 
decline  in  the  number  of  hog  producers  over  the  next  20  yean. 
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supplies  for  foreign  customers.  However,  the  program  will  accomplish  none  of 
these  aims  if  it  is  not  attractive  to  farmers,  and  it  will  only  be  attractive  if  it 
offers  compensation  for  storing  grain  under  established  rules  and  the  expectation 
that  higher  average  market  prices  will  be  realized. 

The  NAWG  believes  that  all  farm  program  levels  should  be  established  as 
a  percentage  of  the  parity  price  for  wheat.  Policy  objectives  include  a  regular 
loan  set  at  70  percent  of  parity  with  11  month  maturity,  and  a  reserve  loan  set 
at  80  percent  of  parity  with  interest  waived  for  the  full  three-year  term  of  the 
extended  loan.  The  reserve  release  level  should  be  set  at  ©0  percent  of  parity 
and  the  call  at  100  percent  of  parity.  The  target  price  should  be  set  at  90  percent 
of  parity,  and  all  payment  limitations  should  be  iemoved. 

The  NAWG  urges  the  establishment  of  a  Cost  Standards  Board  which  would 
include  producer  members.  The  Board  would  evaluate  USD  A  production  cost 
standards  and  other  financial  data  to  insure  integrity  and  clarity  in  USDA 
statistical  reporting. 

The  NAWG  continues  to  support  the  revised  Federal  Crop  Insurance  Program 
of  1980,  but  it  strongly  urges  the  continuation  of  optional  disaster  program 
coverage  until  such  time  as  the  FCIC  program  is  proven  to  be  both  effective  and 
affordable.  Methods  should  be  developed  to  make  the  crop  insurance  program 
affordable  in  high  risk  areas,  and  premium  subsidies  should  be  made  available 
up  to  75  percent  of  program  yield  to  increase  participation  in  higher  yielding 
areas. 

We  also  hope  that  this  Committee  will  focus  special  attention  of  U.S.  farm 
export  policy,  and  that  it  will  approve  programs  to  advance  the  sale  of  our  commod- 
ities overseas,  as  well  as  an  "iron  clad"  embargo  policy  which  will  protect  farmers 
and  their  markets  during  the  event  of  short  supply  or  national  security  and  foreign 
policy  embargoes. 

The  NAWG  is  flatly  opposed  to  grain  embaigoes,  and  it  finds  selective  embar- 
goes, such  as  the  19S0  restrictions  on  Soviet  grain  trade  which  President  Reagan 
has  held  in  place  to  be  particularly  offensive.  If  foreign  policy  embargoes  are 
deemed  in  the  national  interest,  then  the  export  control  should  be  total  and  should 
apply  to  all  commerce  with  the  targeted  nation. 

When  an  embargo  or  other  form  of  export  restriction  is  placed  on  grain  sales  for 
purposes  of  short  supply,  national  security  or  foreign  policy,  loan  rates  should 
automatically  be  set  at  100  percent  of  parity.  Such  a  provision  will  protect  grain 
markets  from  serious  disruption,  and  it  will  ensure  that  any  future  embargo  of  U.8. 
agricultural  commodities  will  not  be  borne  exclusively  by  the  nation's  farmers. 

In  a  related  trade  policy  area,  the  NAWG  supports  the  extension  of  the  expiring 
1975  U.S.-Soviet  Grain  Supply  Agreement,  and  it  has  urged  President  Reagan  to 
open  talks  which  will  lead  to  the  successful  conclusion  of  a  new  agreement  before 
this  September  30.  The  NAWG  also  supports  the  continuation  of  the  U.S.-China 
agreement.  With  respect  to  other  bilateral  grain  agreements,  the  NAWG  hopes 
that  this  Committee  will  adopt  a  statement  that  it  is  the  sense  of  the  Congress  that 
the  U.S.  should  not  pursue  a  course  of  seeking  further  bilateral  supply  agreements 
without  consultation  with  and  the  approval  of  directly  affected  commodity 
groups. 

The  NAWG  supports  the  continuation  of  authority  and  adequate  funding  for 
Public  Law  480.  We  believe  that  the  Reagan  Administration's  proposal  to  phase- 
back  Titles  I  and  III  of  Public  Law  480  is  a  mistake  which  fails  to  take  account  of 
the  market  development  benefits  of  these  programs.  These  concessional  sales 
have  fostered  the  development  of  strong  commercial  wheat  markets  such  as  Japan, 
Korea  and  Taiwan,  and  they  enable  us  to  maintain  our  presence  in  other  important 
markets  in  the  face  of  competition  in  concessional  sales  by  other  exporting  nations. 

Further,  the  NAWG  and  U.S.  Wheat  Associates,  the  wheat  growers'  foreign 
market  development  organization,  strongly  favor  the  establishment  of  a  revolving 
fund  for  CCC  export  credits.  Repayments  from  outstanding  loans,  including 
interest,  should  revert  back  to  the  fund  for  use  in  making  subsequent  loans. 
The  NAWG  and  U.S.  Wheat  Associates  also  support  an  increase  in  the  CCC 
all-risk  export  loan  guanantee  program  from  $2  billion  to  $4  billion. 

Mr.  Chairman,  we  are  awaie  of  the  Federal  outlays  which  are  called  for  in  the 
above  recommendations,  and  we  are  likewise  aware  of  the  wide-spread  commitment 
to  cut-back  overall  Federal  spending.  We  must  stress,  however,  that  outlays  for 
marketing  opeiations  such  as  the  loan  and  reserve  programs,  and  outlays  for 
foreign  sales  expansion  such  as  CCC  credit  and  Public  Law  480  programs,  yield 
benefits  to  the  nation  which  far  exceed  the  budgetary  investment  in  these  un- 
dertakings. Moreovei,  it  is  a  fact  that  outlays  for  wheat  programs  in  the  Federal 
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budget  have  declined  sharply  relative  to  other  expenditures  over  the  past  20 
years.  For  example,  in  19C1  wheat  programs  accounted  for  1.4  peioent  of  Federal 
outlays,  and  this  amount  bad  been  reduced  to  .4  percent  of  the  Federal  budget  by 
1971.  Outlay**  in  the  1981  budget  amount  to  .2  percent.  Consequently  we  do  not 
feel  that  support  for  priority  commodity  programs  can  justifiably  be  withdrawn. 

We  have  appreciated  this  opportunity  to  appear  before  the  Committee  and  the 
attention  that  our  testimony  has  received.  We  will  be  pleased  to  respond  to  your 
questions  at  the  appropriate  time.  Thank  you. 
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Statement  of  Kenneth  R.  Carpenter,  President,  Nebraska  Beet  Growers 

Association 

My  name  is  Kenneth  R.  Carpenter.  I  am  President  of  the  Nebr.  Beet  Growers 
Association.  I  am  testifying  today  on  behalf  of  the  sugar  beet  growers  of  Nebraska. 
Our  group  consists  of  approximately  900  growers. 

We  believe  it  is  essential  to  have  legislation  at  this  time  to  stabilise  the  sugar 
market  that  ha*  been  fluctuating  from  high  to  low  the  post  few  years.  This  has 
not  been  good  for  either  the  consumer  or  the  producer  or  the  processor. 

The  industry  has  lost  nearly  a  million  tons  of  sugar  during  these  past  years 
due  to  factory  closings.  Once  a  factory  has  been  closed,  we  have  never  known 
them  to  open  again.  The  loss  of  the  industry  in  a  sugarbeet  growing  area  has  a 
severe  effect  on  the  economy  of  the  area.  The  loss  of  jobs  to  town  people,  busi- 
nesses affected— fertiliser  dealers,  implement  dealers,  auto  industries,  fuel  oper- 
ators, etc.  In  turn  grocery  stores,  clothing  stores  and  other  businesses  are  affected. 
It  is  said  that  the  money  from  sugar  beets  is  turned  seven  times  in  an  area. 

We  now  import  40  percent  of  our  sugar.  If  we  lose  our  sugar  industries  we 
will  be  at  the  mercy  of  Foreign  countries  as  we  are.  with  oil  and  coffee.  The  sugar 
price  then  could  be  extremely  high. 

Most  of  the  sugar  that  we  import  comes  from  surplus  or  subsidised  sugar  la 
other  countries. 

If  sugar  beets  are  not  grown,  crops  such  as  corn,  beans,  or  wheat  which  ar* 
already  in  surplus  will  be  grown. 
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We  believe  sugar  should  be  included  in  the  new  farm  bill,  the  same  as  other 
agriculture  commodities. 

We  are  not  asking  for  government  payments  for  sugar.  We  believe  a  program 
using  nonrecourse  loans  could  be  used,  we  think  the  loan  level  should  have  a 
close  correlation  to  the  cost  of  production.  We  are  opposed  to  any  labor  provi- 
sions as  no  other  farm  commodity  is  subject  to  labor  provisions. 

We  do  have  The  International  Sugar  Agreement,  but  prices  have  been  high 
enough  until  now  so  we  don't  know  how  effective  it  is.  In  the  last  few  days  sugar 
prices  have  been  low  enough  to  be  in  the  corridor  of  the  price  stabilization  mech- 
anism. I  believe  the  ISA  is  up  for  renegotiation  in  1982.  There  is  no  guarantee 
that  it  will  be  renewed  at  that  time. 

We  appreciate  the  opportunity  to  testify  before  this  Committee.  Thank  you. 


State  of  Nebraska, 
Department  of  Agriculture, 

Lincoln,  Nebr.,  March  16,  1981. 
Re  1981  farm  bill. 
Hon.  Edward  Zorinsky, 
U.S.  Senate. 
Lincoln,  Nebr, 

Dear  Senator  Zorinsky:  Thank  you  for  your  invitation  to  provide  infor- 
mation to  the  Senate  Committee  on  Agriculture,  Nutrition  and  Forestry  at  its 
March  28,  1981,  hearing  in  Lincoln.  I  would  appreciate  it  if  you  would  include 
this  letter  in  the  record  of  that  hearing. 

Agricultural  production  research  has  proved  that  we  are  the  most  success- 
ful food  and  fiber  producer  in  the  world.  However,  we've  been  lacking  in  re- 
search support  for  the  marketing  and  utilization  of  our  products.  Agriculture 
offers  a  wide  variety  of  raw  materials  from  renewable  sources.  Hopefully,  these 
materials  will  someday  be  able  to  replace  those  derived  from  nonrenewable 
sources — such  as  petroleum. 

Since  the  end  of  World  War  II,  the  US  DA  Laboratory,  located  in  Peoria, 
Illinois,  has  been  engaged  in  this  type  of  research  on  a  limited  basis.  In  recent 
years,  the  number  of  scientists  working  on  individual  product  development  has 
declined.  The  Nebraska  Department  of  Agriculture  recently  began  working 
with  the  Peoria  Laboratory  in  an  effort  to  move  already  developed  products 
off  the  lab  shelf  and  into  the  marketplace.  This  needs  to  be  a  nationwide  effort. 
Consumers  need  these  products  and  farmers  need  the  additional  income  to  meet 
the  rising  cost  of  production. 

The  marketing  of  the  discoveries  and  inventions  from  the  laboratory  have 
been  neglected  by  our  nation's  farm  program  planners.  This  is  a  luxury  we  can 
no  longer  afford.  Continued  efforts  to  remove  market  barriers  within  this  country 
and  overseas  are  essential  to  our  hard-pressed  farmers  and  ranchers.  Support 
for  the  Foreign  Agricultural  Service  attaches,  and  programs  such  as  the  Trade 
Opportunity  Referral  Service,  Contacts  Program,  and  Export  Briefs  have  been 
helpful  to  Nebraska  producers  and  processors  of  many  ag  products.  Local  business- 
men and  registered  livestock  producers  need  financial  assistance  in  finding  new 
markets  overseas  through  trade  shows,  trade  missions  and  training  seminars 
for  their  marketing  people.  Hopefully,  the  new  farm  bill  will  continue  to  provide 
financial  resources  for  a  strong  cooperative  state-federal  marketing  program. 
It  assists  both  new  and  experienced  exporters  of  processed  food  and  nonfood 
products  to  enter  the  world  marketplace. 

A  single  international  show  produced  more  than  $5  million  for  three  Nebraska 

firms  who  were  introduced  to  the  international  marketplace  for  the  first  time  at 

that  show.  Investment  in  good  marketing  programs  offers  excellent  dividends 

in  the  form  of  expanded  markets  and  new  job  opportunities  for  our  citizens. 

Sincerely, 

E.  Mickey  Stewart,  Director. 
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Nebraska  Stock  Growers  Association, 
Publishers  of  the  Nebraska  Cattleman, 

Alliance,  Nebr.,  March  *0, 1981. 

Senator  Edward  Zorinsky, 

Committee  on  Agriculture,  Nutrition  and  Forestry, 

Lincoln,  Nebr, 

Dear  Senator  Zorinskt:  We  appreciate  the  opportunity  to  present  testi- 
mony concerning  possible  changes  in  the  1977  Food  and  Agriculture  Act.  I  have 
to  be  at  a  National  Beef  Forum  in  Kansas  City,  Missouri  on  March  28,  so  I  am 
outlining  the  position  of  the  Nebraska  Stock  Grower's  Association  in  this  letter 
foryou  and  the  committee. 

Traditionally  the  cattle  industiy,  at  least  as  represented  by  the  National 
Cattlemen's  Association  and  its  state  affiliates,  has  not  been  actively  involved 
in  the  development  of  general  agricultural  legislation.  Our  industry  has  consist- 
ently stood  against  price  supports  for  beef  cattle,  but  refrained  from  opposing 
programs  that  are  designed  to  aid  other  commodities..  Only  when  such  things 
as  the  grazing  of  diverted  acres  come  up  have  we  felt  it  necessary  to  speak  up 
and  defend  our  interests. 

Price  support  programs  of  various  kinds  have  become  so  deeply  ingrained 
in  our  marketing  system  that  they  are  taken  for  granted  by  most  segments 
of  the  industry.  Since  we  philosophically  oppose  inteiference  in  the  free  market, 
and  since  we  are  such  more  often  buyers  of  feed  grains  than  producers  of  them, 
we  defer  to  grain  producer  organizations  and  general  farm  organizations  to 
hammer  out  those  items  relating  to  target  prices,  loans,  acreage  controls,  etc. 
We  have  supported  conservation  programs  that  relate  to  the  maintenance  of 
soil  fertility  and  control  o  erosion  and  will  continue  to. 

There  is  one  area  of  concern  that  we  do  wish  to  address.  As  the  United  States 
becomes  more  and  more  the  worlds  major  source  of  food  products  we  feel  much 
greater  attention  should  be  directed  toward  increasing  exports  of  beef.  While 
grain  exports  have  greatly  helped  the  balance  of  payments  problem  we  suffer 
due  to  dependence  on  imported  oil,  exports  of  grain  fed  beef,  a  much  higher  value 
product,  would  even  further  improve  our  trade  balance  with  the  same  amount 
of  feed  grain. 

We  strongly  support  the  trend  to  a  more  market  oriented  domestic  Agricultural 
policy  that  has  evolved  in  this  decade  and  urge  it  be  pursued  further.  As  long 
as  feed  grain  is  priced  at  the  world  market  cattle  feeders  can  compete  for  meat 
exports.  If  one  of  their  main  feed  ingredients  is  sold  overseas  for  less  than  it 
can  be  bought  domestically  our  industry  is  placed  in  an  intolerable  competitive 
disadvantage. 

It  is  generally  underdeveloped  countries  that  export  unprocessed  raw  materials. 
The  time  may  come  when  we  will  wonder  if  we  might  better  have  addressed 
ourselves  to  feeding  more  of  our  grain  at  home  and  worked  harder  at  selling 
the  higher  value  product  abroad.  As  the  worlds  standard  of  living  improves 
the  potential  for  selling  high  quality  protein  can  be  expected  to  grow  in  propor- 
tion. 

In  conclusion,  while  we  have  few  specific  suggestions  to  incorporate  into  a  new 
Farm  Bill,  we  do  ask  that  the  congress  maintain  a  balanced  approach  so  that 
in  seeking  to  support  that  portion  of  Agriculture  that  has  traditionally  had 
government  as  a  continual  partner,  it  does  not  curtail  the  growth  of  the  livestock 
industry,  particularly  in  the  area  of  potential  foreign  sales. 

We  appreciate  the  opportunity  to  present  these  thoughts. 
Sincerely, 

Jni  Gran, 

President. 
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Statement  of  Don  Eret,  Dorchester,  Nerr. 

I,  Don  Eret,  am  a  farmer  at  Dorchester,  Nebraska.  For  several  years  I  have 
studied  the  operation  of  commodity  futures  trading  of  agricultural  commodities 
and  also  the  federal  regulation  of  futures  trading  by  the  Commodity  Futures 
Trading  Commission  (CFTC). 

Prior  to  establishment  of  the  CFTC  by  the  Commodity  Futures  Trading  Com- 
mission Act  of  1974  futures  trading  was  regulated  by  the  Commodity  Exchange 
Authority  in  the  U.S.  Department  of  Agriculture.  Congressional  oversight  respon- 
sibility for  futures  regulation  remains  a  function  of  Agriculture  subcommittees 
in  the  House  and  the  Senate. 

Commodity  futures  contracts  of  agricultural  commodities  retain  a  direct  rela- 
tionship to  the  function  of  the  US  DA  in  administering  the  Farm  Acts  in  that 
commodity  cash  prices  are  determined  by  the  futures  monthly  contracts  closest 
to  expiration.  The  cash  prices  in  turn  have  a  direct  bearing  on  issuance  of  commod- 
ity loans,  on  payment  of  price  deficiency  per  target  price,  and  on  reserve  release 
and  call. 

I  and  many  other  farmers  are  critical  of  an  inherently  unfair  speculative  trading 
practice,  namely  speculative  net  short  selling,  and  I  find  that  this  practice  has 
been  criticized  from  the  beginning  of  futures  trading  as  a  customary  method  of 
decreasing  the  producer  price.  Speculative  position  limits  have  not  been  effectively 
regulated  to  remedy  this  problem. 

Congressional  subcommittees  are  seeking  proposals  of  a  way  to  control  ex- 
cessive speculation  in  commodity  futures.  The  American  Agriculture  Movement 
(A AM)  has  adopted  the  enclosed  Beneficial  Speculation  Rule  as  a  proposed  legis- 
lated means  of  stabilizing  price  and  attaining  parity  in  the  marketplace  without 
need  of  a  budgeted  outlay  for  implementing  this  rule. 

Attachment. 

proposed  futures  trading  beneficial  speculation  rule 

(1)  It  shall  be  illegal  for  any  person  to  sell  futures  contracts  of  U.S.  produced 
agricultural  commodities  for  prices  below  90  percent  of  parity  unless  they  own  a 
like  amount  of  actual  commodity,  have  the  resources  to  produce  a  like  amount  of 
actual  commodity,  or  hold  a  long  futures  contract  position  for  a  like  amount 
of  subject  commodity  and 

(2)  It  shall  be  illegal  for  any  person  to  buy  futures  contracts  of  U.S.  produced 
agricultural  commodities  at  prices  above  110  percent  of  parity  unless  the  buyer 
is  a  bona  fide  processor,  user,  or  exporter  or  holds  a  short  futures  contract  for 
a  like  amount  of  subject  commodity. 

Speculation  in  commodity  futures  is  allowed  as  a  legal  practive  under  federal 
law  for  the  purpose  of  shifting  or  assuming  commodity  ownership  risk.  Federal 
regulation  of  commodity  futures  speculation  should  then  restrict  speculation 
to  the  intended  beneficial  purpose  of  transferring  ownership  risk  ana  within  a 
reasonable  range  of  value  reference  as  set  by  USDA  parity  price. 

Parity  is  not  attainable  in  the  market  with  normal  supply  unless  a  beneficial 
speculation  rule  is  enacted. 

The  silver  futures  market  fiasco  has  offered  an  example  of  the  uncontrolled 
pricing  system  that  the  basic  food  and  fiber  commodities  are  subject  to  without 
effective  protective  trading  restriction. 

If  enacted  into  law  the  Beneficial  Speculation  Rule  would  appear  in  the  Com- 
modity Exchange  Act  in  the  following  probable  form: 

It  shall  be  unlawful  for  any  person  directly  or  indirectly  to  acquire  a  spec- 
ulative net  short  position  with  contracts  sold  at  a  price  below  90  percent  of  the 
USDA  parity  price  or  to  acquire  a  speculative  net  long  position  with  contracts 
purchased  at  a  price  exceeding  110  percent  of  the  USDA  parity  price  for  any 
United  States  producer  marketed  agricultural  commodity,  traded  m  futures  on 
any  contract  market. 

Statement  of  Marian  Lenzen,  Sidney,  Nebr. 

I  am  a  53  year  old  farm  wife.  My  hushand  is  56  and  has  farmed  all  his  life. 
Before  he  was  old  enough  to  go  to  school  he  was  herding  cattle  along  the  road 
so  they  could  eat  the  grass  and  weeds  that  grew  in  the  ditch. 

We  have  seven  children  4  boys  and  3  girls.  The  oldest  six  have  all  graduated 
from  the  University  of  Nebraska  and  the  youngest  will  start   classes  there  in 
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September  1981.  None  of  our  children  will  be  farmers,  because  fanning  Is  ft 
frustrating  low-income  occupation.  Even  though  farmers  produce  the  only  prod- 
uct, other  than  water,  that  humans  cannot  exist  without,  farm  income  Is  dls- 
pairingly  low.  I  would  not  encourage  any  of  my  children  to  ohoose  fanning  as 
their  life's  work. 

Our  children  attained  their  college  educations  by  working  after  school  during 
their  high  school  years  and  saving  their  money.  They  received  scholarships, 
loans  and  help  from  home.  It  is  far  cheaper  to  put  seven  children  through  four 
years  of  college  then  it  is  to  put  one  child  into  farming.  It  is  easier  to  Become 
a  doctor  then  it  is  to  become  a  farmer  and  it  is  far  more  profitable. 

We  did  not  discourage  our  children  from  choosing  agriculture  as  their  occupation 
because  of  the  long  hours  and  hard  work.  Members  of  Congress  work  long 
hours  and  work  hard.  It's  not  that  the  personal  rapport  with  nature  that  farmers 
have  is  not  a  gratifying  experience.  It  s  not  that  working  with  your  hands  and 
getting  them  dirty  is  demeaning,  it  is  not.  The  reason  our  children  were  never 
allowed  to  become  attached  to  this  way  of  life  is  because  our  government  has 
steadfastly  chosen  a  cheap  food  policy,  exploiting  farm  families  and  the  nation's 
greatest  natural  resource,  our  land,  to  fight  inflation.  By  keeping  the  price  of  raw 
farm  products  unreasonably  low,  punishing  those  who  grow  them,  retail  food 
price  of  raw  farm  products  unreasonably  low,  punishing  those  who  grow  them, 
retail  food  prices  in  the  United  States  are  considerably  lower  then  in  other  devel- 
oped nations.  This  has  allowed  U.S.  citizens  to  spend  a  larger  percentage  of 
their  income  for  frivolous  objects  that  have  made  the  U.S.  the  epitome  of  waste, 
consumption,  and  debauchery. 

No  one  in  their  right  mind  would  put  their  children  in  a  position  where  their 
standard  of  living  would  be  decided  by  people  who  have  no  perception  of  rural 
America,  and  who  are  under  pressure  from  their  urban  constituents  to  ensure 
that  they  get  food  at  its  lowest  price,  no  matter  the  consequences  this  may  bring 
tomorrow.  Americans  are  not  known  for  their  ability  to  "look  ahead",  to  imagine 
the  results  of  today's  actions.  Instant  gratification  is  the  norm. 

While  farm  numbers  declined  from  6.8  million  in  1935  to  2.7  million  in  1980, 
land  was  being  concentrated  into  bigger  and  fewer  farms.  Government  investi- 
gations justified  this  result  as  the  capitalist  way,  eliminating  the  inefficient  so 
those  remaining  would  be  able  to  make  a  living  comparable  to  their  city  cousins. 
That  attitude  did  not  carry  over  to  other  industry  as  government  has  a  history 
of  aid  to  industries,  Chrysler  being  the  latest. 

Laws  that  would  limit  to  160  acres  that  one  farmer  could  irrigate  from  federally 
financed  water  projects  were  ignored  and  now  a  few  large  wealthy  landowners 
prosper  at  the  taxpayers  expense.  Those  laws  limiting  the  number  of  acres  for 
irrigation  aie  still  on  the  books  and  should  be  enforced. 

Recent  government  reports  indicate  what  family  farmers  have  been  saying 
for  years.  The  moderate-size  farm  is  more  efficient  and  more  capable  of  with- 
standing a  bad  year  than  the  big  operators  with  their  enormous  debt.  A  family- 
operated  farm  can  adjust  to  the  holocaust  of  a  hailstorm  or  the  desolation  of 
drought.  The  farm  wife  puts  off  the  new  drapes  for  another  year,  the  kids  make 
do  with  hand-me-downs  and  the  old  tractor  hangs  together  for  another  year.  The 
big  operator  has  to  pay  his  hired  hands  and  meet  the  land  payment  and  keep 
up  his  image  by  going  even  deeper  in  debt,  and  often  that  debt  is  subsidised 
by  the  taxpayer.  I  don't  like  it. 

A  new  farm  bill  should  address  the  question  of  higher  prices  for  raw  farm  prod- 
ucts, not  concentrate  on  that  old  tired  slogan  "create  more  exports."  When 
marginal  land  is  plowed  up  to  create  more  exports  we  are  exporting  today,  to- 
morrows production. 

People  must  understand  that  all  land  is  not  suitable  for  crop  production. 
Some  land  is  best  left  as  prairie,  as  pastureland  to  sustain  meat  production. 
Keep  in  mind  that  the  one  thing  most  apt  to  stir  people  to  revolution  is  a  shortage 
of  food  and  meat  is  an  important  part  of  the  American  diet. 

To  get  a  better  balance  between  our  exports  and  our  imports,  we  should  price 
our  grain  at  a  higher  level.  Argentina  sold  grain  to  Russia  at  a  premium  price, 
after  President  Carter  imposed  his  partial  embargo.  If  Russia  can  pay  Argentina 
an  extra  $1  dollar  a  bushel  it  would  pay  the  U.S.  an  extra  dollar  a  bushel.  It 
is  time  the  United  States  place  a  value  on  our  agricultural  exports  and  we  should 
establish  that  value  as  the  Germans  and  French  and  Japanese  do. 

The  EEC  and  Japan  set  domestic  farm  prices  high  enough  to  make  farming 
a  desirable  commensurate  way  of  life.  The  U.S.  is  the  only  developed  country 
that  treats  agriculture  as  an  ugly  step-child,  The  price  of  basio  raw  farm  products 
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are  not  the  cause  of  inflation,  have  never  been  the  cause  of  inflation  and  would 
not  cause  inflation  if  priced  at  the  same  level  as  in  EEC  and  Japan.  Those  coun- 
tries import  a  larger  share  of  their  oil  than  the  United  States  and  price  agri- 
cultural commodities  at  high  levels  and  still  don't  have  the  inflation  problems 
that  the  United  States  has. 

I  have  the  following  specific  suggestions  for  new  farm  legislation. 

1.  Protection  for  farmers  who  store  grain  in  local  elevators  so  that  grain  can- 
not be  taken  to  pay  off  creditors  if  the  elevator  goes  bankrupt. 

2.  160  acres  should  be  limit  any  one  farmer  can  irrigate  from  federally  financed 
water  project. 

3.  Participation  in  farm  program  should  be  tied  to  good  conservation  prac- 
tices. No  one  installing  center  pivot  irrigation  systems  in  Nebraska  Sandhills 
should  be  eligible  for  loans,  target,  or  any  other  type  government  payment. 

4.  More  emphasis  on  preventing  soil  errosion — preventing  water  pollution 
of  underground  or  surface  water  supplies  by  feed  lot  operators,  irrigators,  and 
industry. 

5.  Conservation  practices  that  are  partially  funded  by  federal  money  should  be 
in  the  form  of  a  binding  contract  that  extends  for  25  years  or  more,  so  that  a  new 
landlord  can't  bulldoze  trees  or  terraces  put  in  at  taxpayers  expense. 

6.  Loan  prices  should  cover  cost  of  production  and  target  price  should  allow  a 
reasonable  profit.  Other  industries  that  are  regulated  by  law  for  the  public  good 
are  allowed  a  10  percent  or  better  return  on  investment,  so  that  would  not  be 
unreasonable  for  agriculture.  I  would  limit  total  amount  paid  to  any  one  parm  to  no 
more  then  $20,000  or  to  the  median  family  income  in  the  United  States.  This 
way  smaller  farm  units  will  benefit  on  the  same  basis  as  the  larger  units. 

7.  Revise  tax  laws  to  equalize  benefits  between  large  and  small  operators  to 
discourage  tax  shelter  investments  in  agriculture.  Set  limits  on  capital  gains  and 
investment  credits.  (See  attached  article.) 

8.  Keep  USDA  responsible  for  food  safety,  nutrition,  and  consumer  affairs. 
I  am  a  consumer  the  same  as  any  city  resident  and  I  want  my  interests  protected. 

9.  Eliminate  aid,  subsidies  etc.  to  tobacco  farmers,  using  a  phase  out  method  of 
several  years  to  allow  them  to  change  crops  if  they  wish,  then  make  tobacco 
farming  stand  alone.  It's  incredible  that  the  govenment  would  yank  support  from 
the  dairy  industry  but  continue  it  for  tobacco.  The  tobacco  subsidy  gives  all  farm 
programs  a  bad  name. 

10.  Last  but  not  least,  the  Americian  farmer  needs  some  real  protection  from 
grain  embargoes.  Grain  embargoes  are  going  to  happen  every  time  food  prices 
start  to  esculate  in  the  United  States.  It  has  happened  in  the  past,  it  will  happen 
again.  The  American  public  believes  it  has  a  right  to  cheap  food,  no  matter  what 
that  does  to  farm  families.  Farmers  need  some  assurance  that  their  income  is 
going  to  be  allowed  to  increase  to  compensate  for  inflation.  There  are  no  cost  of 
living  contracts  in  wheat  production,  if  the  government  can  legislate  minimum 
wage  laws,  it  can  legislate  minimum  grain  prices  in  such  a  way  as  to  assure  farmers 
that  they  won't  be  called  on  to  suffer  alone.  Past  resolutions  that  grain  prices  would 
go  to  100  parity  if  an  embargo  were  imposed  were  written  with  so  many  loopholes 
they  were  worthless.  Too  many  laws  are  illusionary,  they  are  written  to  satisfy 
the  demands  of  a  certain  segment  of  society,  just  to  calm  them  and  get  them  off 
the  back  of  congressional  members.  We  need  a  law  with  some  teeth  that  can  not  be 
circumvented. 

Secretary  Bergland  report  on  the  structure  of  Agriculture  hearings  A  Time  to 
Choose  should  be  studied  by  all  congressional  ag  committee  members.  It  is  good 
honest  information  and  shows  where  agriculture  is  now  and  how  it  got  there. 

When  my  husband  and  I  were  married  34  years  ago,  this  800  acre  wheat  and 
cattle  farm  was  paid  for.  With  the  heady  confidence  of  youth  we  anticipated  a 
life  of  middle-income  comfort.  A  short  vacation  each  year,  a  modest  home,  and  a 
college  education  at  a  state  college  for  our  children.  I  can  count  on  one  hand 
the  family  vacations  we  have  had.  We  have  a  comfortable  home  and  our  children 
did  go  to  college — because  we  made  that  our  priority.  Our  tractor  is  old  enough 
to  vote.  The  truck  died  last  fall  at  the  age  of  30.  I  live  with  the  nagging  fear  that 
if  one  of  us  became  seriously  ill,  it  could  cost  us  the  farm.  We  have  no  health 
insurance  because  health  iiisurance  is  expensive  when  you  have  no  employer 
to  provide  it  or  to  pay  half  of  your  social  security  tax.  A  paid  vacation  means 
we  pay  the  neighbor  to  feed  the  cattle  while  we  spend  a  couple  of  days  in  the  city. 
Certainly  we  have  not  had  a  baa  life.  I  am  grateful  that  we  have  been  healthy 
and  that  the  farm  is  still  paid  for.  But  it's  hard  to  believe  that  after  34  years 
of  careful  cautious  living  we  have  less  to  show  for  it  now  than  we  had  on  our 
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wedding  day.  There  are  many  farm  couples  in  the  same  situation.  We  feel  we 
have  contributed  much  to  the  U.S.  economy  and  that  our  efforts  have  not  been 
recognized  or  appreciated.  We  don't  want  a  plague.  We  want  a  decent  fair  prioe 
for  our  commodities  that  have  made  the  American  public  the  best  fed  for  the 
least  amount  of  money  of  people  anywhere  in  the  world. 

I'm  aware  that  the  value  of  our  farm  has  esculated  in  recent  years,  making 
the  taxes  higher  and  thus  lowering  our  standard  of  living  because  the  price  of 
what  we  sell  has  not  increased  in  equal  proportion  to  the  cost  of  what  we  must 
buy.  We  will  live  poor  and  die  rich  and  the  federal  government  will  extract  it's 
share  of  our  assets  before  our  children  will  receive  any  inheritance.  Our  government 
has  become  not  an  ally,  but  our  enemy,  not  our  protector,  but  our  assailant.  That 
is  sad. 

[Reprint  from  the  World  Herald,  March  25, 1981] 

Tax  Policy  Nets  Hog  Surplus 
(By  Chuck  Hassebrook) 

The  low  hog  prices  we're  now  suffering  may  be  partly  the  result  of  federal 
tax  incentives  which  encourage  overproduction  and  supply.  That  factor  was 
missed  in  the  article  "Price,  Supply  Jeopardizing  Hog  Producers,"  Sunday 
World-Herald,  March  8.  Unless  farm  tax  policies  are  changed,  that  impact  will 
continue  to  be  felt. 

Federal  tax  incentives  reward  people  who  expand  hog  production,  particularly 
those  expanding  on  a  large  scale,  regardless  of  whether  the  expansion  is  justified 
by  efficiency  or  hog  markets.  The  investment  credit  and  accelerated  deprecia- 
tion return  much  of  the  cost  of  new  factory  hog  production  facilities  in  tax  sav- 
ings. High  bracket  taxpayers  can  recover  half  of  their  investment  through  tax 
savings  during  the  first  few  years  a  new  hog  factory  is  in  operation. 

Tax  incentives  work  like  economists  say  they're  supposed  to;  they  spur  in- 
vestment. And  because  tax  incentives  direct  most  of  their  benefit  to  high  bracket 
taxpayers  and  to  operations  with  large  capital  investments,  they  encourage  ex- 
pansion on  a  large  scale. 

It's  no  secret  that  the  unusually  long  period  of  low  hog  prices  we're  now  suffer- 
ing is  a  direct  result  of  the  rapid  construction  of  confinement  hog  facilities  over 
the  last  several  years,  particularly  during  1978  and  1979.  Would  the  expansion 
have  been  so  great  and  the  drop  in  hog  prices  so  low  and  so  lasting,  without 
the  influence  of  "tax  subsidies"? 

While  the  investment  credit  and  accelerated  depreciation  help  us  produce 
too  many  hogs,  capital  gains  and  cash  accounting  breaks  on  "one  litter  gilts" 
increase  the  number  of  overweight  hogs  going  to  slaughter,  contributing  further 
to  oversupply  and  lower  hog  prices. 

The  hog  owner  using  cash  accounting  deducts  100  percent  of  the  cost  of  raising 
a  breeding  animal,  but  counts  only  40  percent  of  its  sale  price  as  gross  income 
for  tax  purposes.  By  selling  all  gilts  after  only  one  litter  and  replacing  them  with 
hogs  that  would  otherwise  be  sent  immediately  to  slaughter,  a  hog  producer 
can  convert  a  large  part  of  his  slaughter  hog  sales  to  breeding  stock  sales,  and 
thereby  a  large  share  of  his  income  to  capital  gain.  Even  a  very  profitable  feeder 
pig  operation  can  show  a  loss  for  tax  purposes,  by  using  the  one  litter  gilt  system. 

The  practice  lowers  hog  prices  because  hogs  that  would  normally  be  marketed 
at  220  lbs.  are  marketed  as  350  pound  gilts.  According  to  the  Department  of 
Agriculture,  use  of  the  one  litter  gilt  system  is  becoming  prevalent  among  large 
producers.  However,  it  offers  no  benefit  to  farmers  in  lower  tax  brackets  for 
whom  the  tax  savings  are  inadequate  to  offset  the  higher  cost  of  producing  pigs 
from  gilts,  according  to  a  University  of  Nebraska  study.  Despite  its  "efficiency^ 
as  a  means  of  tax  avoidance,  the  practice  generally  leads  to  smaller  litters. 

Likewise,  tax  induced  low  hog  prices  cost  the  average  producer  more  than  he 
gains  through  the  investment  credit,  accelerated  depreciation  and  capital  gain 
deductions  combined.  The  only  long  run  beneficiaries  are  generally  larger  pro- 
ducers and  high  income  investors  whose  higher  tax  brackets  and  large  tax  favored 
investments  yield  sufficient  tax  savings  to  offset  the  resulting  lower  hog  prices. 

The  per  hog  value  of  the  investment  credit  to  a  farmer  farrowing  in  a  remodeled 
barn  is  typically  only  10  to  20  percent  of  its  per  hog  value  to  an  investor  in  a 
corporate  hog  factory.  But  the  resulting  low  hog  prices  must  be  shared  equally 
by  the  farmers  who  don't  reap  the  significant  tax  benefits.  So  unless  farmers 
go  out  and  get  farm  tax  policies  changed,  the  majority  of  the  nation's  hog  pro- 
ducers will  lose  their  competitive  position  to  the  largest  few,  not  because  of 
inefficiency  but  because  of  subsidized  competition.  USDA  predicts  an  80  percent 
decline  in  the  number  of  hog  producers  over  the  next  20  yean. 
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[The  following  material  was  furnished  by  Professor  Harold  Guither, 
see  p.  77  for  his  oral  presentation.] 

Series  E,  Agricultural  Economics 

How  Farmers  View  Agricultural  and  Food  Policy  Issues  * 

(By  Harold  D.  Guither,  Professor  of  Agricultural  and  Food  Policy,  University 
of  Illinois  at  Urbana-Champaign) 

March  1981,  No.  81  E-156 

Although  producers  of  agricultural  commodities  are  only  one  part  of  the 
population  with  concerns  about  the  future  directions  of  agricultural  and  food 
policy,  they  are  one  segment  that  has  a  very  direct  concern. 


research  procedure 

Realizing  the  1981  would  be  an  important  year  in  which  policy  decisions 
would  have  to  be  made  on  renewal  or  revision  of  the  Food  and  Agriculture  Act 
of  1977,  agricultural  economists  in  ten  states  developed  a  coordinated  research 

elan  to  determine  farmers'  views  on  the  current  issues  relative  to  pending  legis- 
ition. 

A  questionnaire  was  developed  jointly  so  that  farmers  in  each  participating 
state  would  be  asked  the  same  questions.  Only  slight  variations  were  made  to 
accommodate   different   commodities   and   organisations   on   a   few   questions. 

State  statisticians  from  the  Federal-State  Cooperative  Crop  Reporting 
Service  assisted  by  drawing  a  sample  of  representative  farm  operators  in  each 
state  where  the  survey  was  to  be  taken. 

The  questionnaires  were  mailed  during  the  two  weeks  following  election  day. 
except  in  Nebraska  where  they  were  mailed  in  early  January.  Data  was  processed 
independently  in  each  state  using  a  comparable  format  so  that  data  compari- 
sons could  be  made. 

A  summary  of  the  responses  in  each  state  is  included  at  the  end  of  this  report 
along  with  a  sample  of  the  questionnaire. 

FAIR  PRICES  FOR  FARM  COMMODITIES 

Over  the  years,  many  producer  groups  have  called  for  "fair"  prices  for  the 
products  they  produce.  The  most  difficult  part  of  this  declaration  is  to  deter- 
mine what  is  fair.  Responses  to  the  questions  dealing  with  fair  prices  for  corn, 
wheat,  soybeans,  barley,  sunflowers,  hogs,  choice  steers,  feeder  steers  and  milk, 
in  those  states  where  these  are  major  products,  show  considerable  range  in  what 
farmers  consider  to  be  a  fair  price.  The  average  price  farmers  considered  "fair" 
is  considerably  above  the  current  market  prices.  Averages  among  the  states 
also  show  variations.  For  example,  the  "fair1  price  for  corn  ranged  from  $3.42 
in  Minnesota  to  $3.97  in  Texas.  The  national  average  price  received  by  farmers 
for  December  was  $3.19. 


1  A  composite  report  based  upon  coordinated  research  in  ten  states  conducted  by:  Harold  D.  Ouither, 
Professor  of  Agricultural  and  Food  Policy,  University  of  Illinois  at  Urbana-Champaign:  Bob  F.  Jones, 
Professor  of  Agricultural  Economics,  Purdue  University,  W.  Lafayette,  Indiana;  Vera  Sonnaon,  Professor 
of  Agricultural  Economics,  Michigan  State  University,  E.  Lansing;  Martin  F.  Christiansen,  Extension 
Economist,  Agricultural  Policy.  University  of  Minnesota,  St.  Paul;  Duane  Otoen,  Extension  Economist, 
University  of  Nebraska,  Lincoln;  Norbert  Dorow,  Extension  Economist,  North  Dakota  State  University, 
Fargo;  Carl  Zulauf,  Agricultural  Economist,  Ohio  State  University,  Columbus;  J.  B.  Wyekoff,  Professor  of 
Agricultural  Economics.  Oregon  State  University,  Corvallis;  Ronald  Knutson,  Professor  of  Agricultural 
Economics,  Texas  A&M  University,  College  Station  and  H.  Vance  Young,  Extension  Economist,  Texas 
A&M  University,  Weslaco;  and  Robert  Sargent,  Extension  Economist,  Washington  State  University, 
Pullman. 

The  universities  represented  in  this  report  are  each  members  of  National  Association  of  State  Universities 
and  Land  Grant  Colleges.  Planning  and  coordination  for  this  survey  research  was  carried  out  during  the 
1980  annual  meeting  of  the  American  Agricultural  Economics  Association  and  the  National  Public  Policy 
Education  Conference. 
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The  average  price  for  wheat  in  1981  which  producers  considered  fair  ranged 
from  $4.99  in  Minnesota  and  Ohio  to  $5.32  in  North  Dakota  and  Washington* 
The  national  average  price  farmers  received  in  December  was  I4L32  for  all  wEeat. 

The  average  "fair"  price  for  soybeans  suggested  by  respondents  ranged  from 
$8.32  in  Indiana  to  $9.01  in  Illinois.  The  average  price  received  by  farmers  in 
December  was  $7.80. 

Average  "fair"  prices  for  barley  were  $3.58  in  Oregon  and  North  Dakota  and 
$3.67  in  Washington.  The  average  price  received  by  farmers  in  December  was 
$2.97. 

Average  "fair"  prices  for  hogs  ranged  from  $53.76  per  hundred  pounds  in 
Minnesota  to  $57.27  in  Nebraska.  The  average  price  received  by  farmers  in 
December  for  barrows  and  gilts  was  $44.80. 

Average  "fair'1  prices  for  choice  steers  ranged  from  $73.53  in  Minnesota  to 
$78.78  in  Oregon.  The  national  average  price  received  by  farmers  in  December 
was  $65.40  for  steers  and  heifers. 

The  average  "fair"  price  for  Grade  A  milk  varied  from  $12.30  in  North  Dakota 
to  $14.28  in  Nebraska.  The  average  price  for  fluid  milk  received  by  farmers  in 
December  was  $14.30.  Data  for  each  state  are  shown  in  Table  1. 

Recognizing  that  prices  farmers  pay  for  production  items  has  been  rising  each 
year,  it  is  understandable  that  most  of  then*  evaluations  of  fair  prices  are  above 
the  current  market  prices.  The  "fair"  prices  given  for  milk  were  closer  to  the 
average  price  actually  received  than  for  all  other  commodities. 

TARGET  PRICES  RECOMMENDED 

The  average  target  price  for  corn  in  1980  was  $2.35.  When  asked  for  their 
recommendation  for  1981,  the  responses  ranged  from  $3.01  in  Minnesota  to 
$3.31  in  Texas. 

The  average  wheat  target  price  in  1980  was  $3.63.  The  respondents'  recom- 
mendations ranged  from  $4.31  in  Minnesota,  Indiana  and  Ohio  to  $4.63  in  North 
Dakota. 

The  target  price  for  barley  in  1980  was  $2.55.  Respondents  in  barley  growing 
states  recommended  $3.53  in  North  Dakota  and  Oregon  and  $3.76  in  Washington. 

Since  average  target  prices  recommended  for  1981  are  above  the  actual  target 
price  in  1980,  farmers  may  see  the  increase  as  a  necessary  protection  to  cover 
their  cash  costs  of  production.  Details  are  shown  in  Table  2. 

Eliminate  target  prices? 

A  more  significant  issue  during  1981  is  whether  target  prices  should  be  continued 
or  eliminated  in  new  legislation.  When  it  was  suggested  that  the  target  price 
program  should  be  discontinued  and  more  emphasis  placed  on  the  reserve  pro- 
gram to  support  farm  prices,  considerably  less  than  a  majority  supported  this 
proposal.  Agreement  to  discontinue  target  prices  ranged  from  13  percent  in  Wash- 
ington to  35  percent  in  Indiana.  The  opposition  to  dropping  target  prices  ranged 
from  23  percent  in  Oregon  to  48  percent  in  North  Dakota. 

A  substantial  percentage  in  each  state  either  had  no  opinion  or  did  not  answer 
this  question.  When  the  "no  opinion"  and  "no  answer  responses  are  added  to 
agreement  to  discontinue  target  prices,  the  total  comprises  a  majority  of  respond- 
ents in  each  state.  Details  are  shown  in  Table  5. 

RECOMMENDED  LOAN  RATES 

The  average  loan  rate  for  1980  corn  was  $2.25  if  not  placed  in  the  reserve* 
The  recommended  loan  rate  for  1981  ranged  from  $2.74  in  North  Dakota  to 
$3.07  in  Texas.  The  average  loan  rate  for  wheat  in  1980  was  $3.63.  The  recom- 
mended loan  rate  for  1981  ranged  from  $3.81  in  Ohio  to  $4.10  in  North  Dakota* 
With  higher  costs,  and  higher  market  price  levels  due  to  the  shorter  1980  corn 
crop,  it  is  not  surprising  to  see  higher  recommended  loan  rates.  Details  are  shown 
in  Table  2. 

ROLE   OF  GOVERNMENT  AND   FUTURE   LEGISLATION 

Since  the  1977  Food  and  Agriculture  Act  expires  in  1981.  fanners  were  asked 
what  they  thought  Congress  should  do  about  future  legislation.  In  each  state 
farmers  were  divided  in  their  recommendations.  The  most  frequent  response  in 
each  state  was  to  keep  the  present  law  with  minor  changes  but  only  in  North 
Dakota  and  Minnesota  was  this  the  majority  response  of  all  who  returned  the 
questionnaires.  The  second  most  frequent  response  was  to  eliminate  all  price  and 
income  support  programs  with  the  percentage  varying  from  14  percent  in  Nebraska 
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to  3 1  percent  in  Illinois  and  Oregon.  A  less  frequent  response  was  to  developtotally 
legislation  with  a  range  of  10  percent  in  Ohio  to  16  percent  in  North  Dakota. 
Another  segment  of  the  respondents,  ranging  from  13  percent  in  Minnesota  to  31 
percent  in  Nebraska  had  no  opinion  or  did  not  answer  the  question.  Details  are 
shown  in  Table  3. 

VIEWS  ON  THE   GRAIN  RESERVE 

Was  it  good  for  farmer*? 

The  1977  Act  established  the  farmer  held  grain  reserve  with  release  and  call 
prices  tied  to  a  percentage  of  the  loan  rate.  When  asked  if  they  thought  the  reserve 
was  a  good  program  for  farmers,  respondents  had  mixed  reactions.  In  8  of  the  10 
states  more  farmers  agreed  than  disagreed  that  the  program  had  been  a  good  one 
for  farmers.  Only  in  Minnesota  did  a  majority  believe  that  it  was  a  good  program 
for  farmers.  The  percentage  that  had  no  opinion  or  did  not  answer  was  rather 
substantial,  ranging  from  18  percent  in  Minnesota  to  54  percent  in  Washington. 

Was  it  good  for  consumers? 

A  majority  of  respondents  in  8  of  the  10  states  agreed  that  the  reserve  program 
had  been  a  good  program  for  consumers.  However,  the  "no  opinion"  and  "no 
answer"  responses  were  relatively  high,  ranging  from  25  percent  in  North  Dakota 
to  54  percent  in  Washington. 

The  reasons  for  the  reservations  about  the  program  for  farmers  probably  result 
from  the  3-year  period  that  grain  must  be  stored  if  release  prices  are  not  reached, 
the  amount  of  storage  payment  which  may  not  cover  storage  costs  for  some 
producers,  and  the  stabilizing  influence  on  prices  when  commodities  are  released 
and  called  from  the  reserve.  Details  are  shown  in  Table  4. 

Raise  release  prices? 

In  all  states,  more  respondents  agreed  than  disagreed  that  they  would  like  to 
see  the  release  prices  raised  for  feed  grains,  now  set  at  125  percent  of  the  loan  rate, 
and  for  wheat,  now  set  at  140  percent  of  loan  rate. 

The  reason  why  a  substantial  number  of  respondents  did  not  have  an  opinion  or 
did  not  answer  the  question  was  probably  because  they  had  no  experience  with 
the  program,  had  not  participated  in  the  reserve,  or  were  not  eligible.  There  may 
also  be  a  feeling  that  raising  the  release  price  might  give  market  prices  more  lati- 
tude to  move  upward  before  farmers  sold  their  grain  and  caused  prices  to  level  off. 

A  two  price  loan  plan? 

The  concept  of  a  two  price  loan  plan  was  implemented  in  the  Agricultural  Act  of 
1980.  One  loan  rate  was  available  to  all  farm*  rs  eligible,  and  a  higher  rate  or  special 
premium  above  the  regular  rate,  was  available  for  those  who  placed  grain  in  the 
reserve.  Farmers1  views  on  the  two  price  loan  plan  were  mixed  with  nearly  an  even 
division  between  those  who  agreed  and  those  who  disagreed  in  7  states.  In  the  3 
states,  more  farmers  favored  than  opposed  the  idea.  However,  one-third  to  one 
half  of  all  respondents  had  no  opinion  or  did  not  answer  the  question.  This  response 
suggests  a  lack  of  information  about  this  idea,  a  lack  of  understanding  of  what  the 
two  price  loan  would  mean,  or  simply  a  lack  of  interest  in  the  reserve  program. 

Are  call  prices  acceptable? 

Reactions  as  to  whether  call  prices  were  about  right,  considering  interests  of 
both  producers  and  consumers,  were  mixed.  The  respondents  tended  to  agree 
more  frequently  than  they  disagreed  with  the  current  call  prices  for  feed  grains 
and  wheat.  However,  with  a  "no  opinion'1  and  "no  answer"  response  ranging  from 
37  to  60  percent  in  the  participating  states,  it  is  difficult  to  draw  any  firm  con- 
clusions on  this  question.  Since  call  prices  have  not  been  in  effect  for  wheat  and 
were  not  in  effect  on  corn  until  most  nad  responded  to  these  surveys,  the  respond- 
ents had  little  experience  or  knowledge  on  which  to  base  an  answer. 

A  single  reserve  with  one  release  and  call  price  for  all? 

After  the  suspension  of  exports  to  Russia,  a  separate  reserve  with  a  different 
release  and  call  price  was  established.  When  asked  if  there  should  be  a  single 
release  and  call  price  for  all  producers  no  matter  when  they  placed  their  grain 
in  the  reserve,  respondents  had  mixed  reactions.  The  most  f request  response 
was  no  opinion  or  no  answer.  However,  those  who  had  a  definite  position  more 
frequently  favored  the  policy  of  a  single  release  and  call  price  for  all  producers, 
no  matter  when  they  placed  their  grain  in  the  reserve.  Detailed  responses  on  the 
grain  reserve  questions  are  shown  in  Table  4. 
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INTERNATIONAL    TRADE    POLICIES 

Farmers  in  all  states  had  strong  and  definite  reactions  to  questions  on  inter* 
national  trade  policies. 

Was  the  Preside*  right? 

On  the  question  of  whether  President  Carter  was  right  in  limiting  exports  to 
Russia  in  January  19S0,  respondents  were  divided.  In  6  of  the  10  states,  more 
fanners  disagreed  than  agreed  with  the  decision*  However,  in  4  states,  opinions 
were  about  evenly  divided  regarding  the  President's  decision* 

Use  farm  exports  as  a  foreign  policy  instrument? 

A  substantial  majority  believe  that  the  United  States  should  not  limit  farm 
exports  for  political  or  foreign  policy  reasons. 

Protect  prices  if  exports  limited? 

In  each  state1  two-thirds  or  more  of  the  respondents  favor  a  provision  in  the 
1981  farm  bill  that  would  provide  price  protection  if  exports  are  limited  for  any 
reason. 

Renew  Russian  trade  agreement? 

In  each  state  from  55  to  69  percent  favor  renewal  of  the  five-year  agreement 
with  Russia  by  which  minimum  and  maximum  quantities  to  be  exported  are 
specified.  Details  are  shown  in  Table  0. 

GOVERNMENT    INVOLVEMENT    IN    PRICING    AND    MARKETING  EXPORTS 

Seek  international  commodity  agreements? 

Farmers  in  9  of  the  1 0  states  tended  to  favor  the  government  seeking  inter- 
national agreements  with  other  exporting  countries  that  would  control  reserves, 
production,  and  raise  prices. 

Establish  an  export  marketing  board? 

The  idea  of  a  national  board  to  control  marketing  of  U.S.  grain  exports  received 
mixed  reactions.  In  5  states,  more  farmers  opposed  this  idea  than  favored  it;  in  2 
states,  responses  were  about  equally  divided;  and  in  3  states  more  farmers  favored 
than  opposed  the  idea.  Details  are* shown  in  Table  7, 

HELP  FOR  SMALLER  FARMERS 

In  recent  years  considerable  attention  has  been  given  to  programs  to  help 
smaller  and  low  income  farmers.  The  question  was  raised  as  to  whether  future 
farm  programs  should  be  reoriented  to  give  most  price  and  income  support  bene- 
fits to  smaller  and  medium  size  farms  with  gross  annual  sales  under  $40,000. 
Although  farmers  have  views  on  both  sides  of  the  issue,  a  majority  of  the  respond- 
ents in  9  of  the  10  states  agreed  that  smaller  farmers  should  have  more  benefits. 
In  one  state  the  responses  were  about  evenly  split. 

DISASTER  PATMENTS  AND  CEOP  INSURANCE 

The  1980  Federal  Crop  Insurance  law  had  been  passed  just  a  few  weeks  before 
the  survey  was  taken.  It  was  designed  to  eliminate  the  disaster  provision  of 
the  Food  and  Agriculture  Act  of  11*77  and  replace  it  with  a  more  comprehen- 
sive crop  insurance  plan  that  would  be  paid  for  jointly  by  the  producer  and  the 
government.  Although  opinions  were  divided  and  no  state  had  a  majority  in 
agreement,  more  farmers  in  each  state  seemed  to  agree  with  replacement  of  the 
disaster  program  with  the  new  all  crop  insurance  plan  than  disagreed.  With  the 
"no  opinion  and  "no  answer11  responses  ranging  21  to  49  percent,  there  seems 
to  be  a  segment  of  the  respondents  who  could  "benefit  from  more  information 
about  the  program.  State  by  state  responses  are  shown  in  Table  9. 

FOOD  STAMPS 

Although  the  food  stamp  program  was  designed  to  increase  the  food  buying 
power  of  low  income  people,  it  has  lost  favor  with  farmers.  In  9  states  more 
respondents  opposed  use  of  public  funds  to  buy  food  stamps  than  favored  it. 
This  opposition  apparently  comes  from  reports  of  misuse,  rising  costs  of  the 
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program,  and  the  feeling  that  many  able  people  are  getting  stamps  who  should 
not  be. 

The  question  was  also  raised  aa  to  whether  the  food  stamp  program  and  other 
food  assistance  programs,  which  take  about  55  percent  of  the  tJSDA  budget, 
should  be  transferred  to  the  Department  of  Health  and  Human  Services.  In 
every  state  a  majority  of  respondents  agreed  that  such  a  transfer  should  be  made. 
However,  no  information  was  given  the  respondents  about  the  possible  conse* 

?ueaces  and  feasibility  of  such  a  transfer  that  may  have  influenced  their  responses. 
>etailed  state  by  state  responses  are  shown  in  Table  10. 

SOIL  CONSERVATION 

Considerable  attention  has  been  centered  on  growing  problems  of  soil  ero- 
sion, polluted  streams  and  rivers,  and  the  need  to  conserve  soiL  When  asked  if 
each  farmer  should  be  required  to  follow  recommended  soil  conservation  meas- 
ures for  his  farm  to  qualify  for  price  and  income  support  programs,  the  responses 
varied.  In  8  states  more  farmers  would  favor  a  mandatory  cross-compliance 

Jrogram  than  oppose  it.  In  2  states,  opinions  were  about  evenly  divided!  From 
3  to  27  percent  did  not  have  an  opinion  or  did  not  respond.  Detailed  responses 
are  shown  in  Table  11. 

FARMLAND  OWXEBSHXF 

Purchase  of  farmland  by  foreign  investors  has  drawn  strong  criticism.  Con- 
gress passed  a  law  in  1978  that  required  foreign  owners  to  register  with  the  De- 
partment of  Agriculture.  When  asked  if  they  thought  foreigners  should  not  be 
permitted  to  buy  U.S.  farmland,  a  substantial  majority  in  every  state  agreed 
with  such  a  prohibition. 

The  reactions  to  prohibiting  no nfarmers  from  buying  farmland  was  more  m<i^ 
A  majority  of  Minnesota,  Nebraska  and  North  Dakota  farmers  would  favor 
restricting  nonfarmers  from  buying  farmland.  Indiana  farmers  were  split  about 
evenly.  A  majority  in  the  other  6  states  would  not  favor  restricting  purchases  by 
nonfarmers. 

No  identification  of  nonfarmers  was  made  in  the  question.  Recent  Congressional 
hearings  and  press  coverage  of  investments  in  farmland  by  pension  trusts  might 
account  for  part  of  the  opposition  to  purchases  by  nonfarmers.  State  by  state 
responses  are  shown  in  Table  12. 

SUPPORT   FOR   AGRICULTURAL   RESEARCH   AND   EXTENSION 

Respondents  were  asked  whether  they  thought  government  should  provide 
increased  funds  for  agricultural  research  and  extension  activities.  In  eacn  state 
about  two-thirds  of  those  responding  agreed  that  more  funds  should  be  provided. 
State  by  state  responses  are  shown  in  Table  13. 

CHARACTERISTICS  OP  FARMERS  SURVEYED 

Repondents  were  asked  to  give  their  age,  last  grade  in  school  completed,  major 
source  of  farm  income,  number  of  acres  farmed,  and  the  major  organisations  they 
were  associated  with. 

It  each  state,  survey  responses  came  from  a  range  of  ages  with  the  majority 
in  the  middle  years.  Tne  educational  attainment  of  respondents  showed  varia- 
tion from  state  to  state.  The  proportion  of  college  graduates  was  higher  in  the 
Northwest  than  in  the  midwestern  states. 

Grain  and  oilcrops  were  the  major  source  of  income  in  all  states  except  Oregon. 
Average  farm  size  was  higher  in  North  Dakota  and  Oregon  than  in  the  other  states. 

Farm  Bureau  was  the  most  frequently  mentioned  organization  membership  in 
Illinois,  Indiana,  Texas,  Michigan,  Ohio,  and  Nebraska.  Farmers  Union  was  more 
predominant  in  North  Dakota  and  Minnesota.  The  largest  Grange  member- 
ships were  reported  in  Oregon,  Washington,  and  Ohio.  Commodity  organisa- 
tions have  significant  membership  in  those  states  where  major  production  ^% — 
place.  Detailed  state  figures  are  shown  in  Table  14. 
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TABLE  L— VIEWS  ON  FA1B  PRICES  IN  1M1 

Illinois 

Indiana 

Michi- 
gan 

Minne- 
sota 

Neb- 
raska 

North 
Dakota 

Ohio 

Oregon 

Wiiti- 
Ington 

Teas 

Fair  prices: 
Corn  (a vera ge  per  bushel), . 
Wheat  (average  per  bushel). 
Soybeans     (aver  ate     per 

bushel) .... 

Barley  (average  per  bushd). 
Gn  n  sorghum  (per  100  lb). 
Sunflower     (average   per 

bushel) _ , 

13, 82 

5.1Z 

9.01 

13.77 
5.05 

8.32 

$3.71 
5.00 

8.48 

13.42 
4.99 

8.67 

13.69 
B.68  . 

13.42 
5.32 

13.65 
4.99 

8,54 

13.61 
5.26 

""ill" 

13.91 
5.32 

"Th. 

$3.97 

8,20 

13.82  . 

55.50 

76.50 

96.00  . 

12.30 

74.  U 
13.28 

"STtT; 

1^89.70 
1*807 

Hog*  (per  100  lb) . 

Choice  treen  (per  100  lb).. 
Choice  feeder  steers,  400- 
500  lb  (per  100  lb> 

57,09 
74.91 

13.80 

5*.  45 
75.64 

12.97 

56.77 
77.24 

13.65 

53.7* 
73.53 

57.27 
77.82 

55.99 

88.98 

87.47 

Milk.  ir*da  A  <p«r  100  lb>„ 

Cotton  (pound).  _  -„„_ 

13.38 

14.28 

~"7bT 

i  Calves, 
i  Yearlings* 

TABLE  2.-KEC0MMENDED  TARGET  PRICES  AND  LOAN  RATES  f OR  1981 

llllnoii 

Indiana 

Michi- 
gan 

Minne- 
sota 

Ne- 
braska 

North 
Dakota 

Ohio 

Oregon 

Wish* 
ington 

Texas 

Target  price*; 

Corn  (per  bushel)... 

Wheat  (per  bushel) 

Barley  (per  bushel)....,, 
Grain  sorghum  (per  100 
lb)... .., 

13.  06 

4.32 

13.09 
4.31 

13.13 
4.42 

13.01 
4.31 

P.  09 
4.36 

5,32 

13. 00 

4.63 
3.22  _ 

13,05 
4.31 

J3.06 
4.40 

83.24 

4.55 
3,26. 

a  ai 

4.4S 
5,39 

Rice  (per  i 00  lb) _, 

9.49 

Cotton  (per  pound)...  „., 

.71 

Loan  rates" 

Corn  (per  bushel) „ 

Wheat  (per  bushel)...... 

Soybeans  (per  bushel)--. 

2.85 
3.84 

6.40 

2.87 
3,8? 
6.44 

2.93 
3.97 

6.47 

2.81 
3.39 
6.68 

2.91 
3.96 
6.42  , 

2.74 
4.10 

"i'*4\ 

1.5*  . 
10.30  . 

2.82 
3,81 
6.35 

2.77 
3.90 

2,96 
3.97 

3.07 
3.99 
6,17 

Barley  (per  buihel) 

Oats  (per  bushel)-  - 

2.45 

2,64. 

Sunfbwer  (per  bushel)... 
Cotton  (per  pound)....... 

"-— 

.... 

~jB 

Grain  sorghum  (per  100 
lb)..... ! 

4.78  . 

4.64 

Rice  (per  100  »)._.„„.. 

170 

TABLE  3w~PREFERENCES  FOR  FUTURE  LEGISLATION 
[In  percent] 

Illinois 

Indiana 

Michi- 
gan 

Minne- 

Ne- 
braska 

North 
Dakota 

Ohio 

Oregon 

Wash- 
ington 

Texas 

what  should  Congress  do  in 
ISfll? 
Keep  present  law  with 

minor  changes 

Eliminate  all  price  and 

income  programs.. ___ 
Develop  new  legislation  , 

No  opinion.. „. _«_ 

No  answer. ..„,„_ 

37 

31 
14 

10 
8 

40 

M 
B 

13 

9 

47 

23 
11 
U 

4 

52 

21 
14 

5 

a 

41 

14 
14 
15 
1* 

53 

15 
1* 

7 
9 

43 

26 
10 
12 

9 

35 

31 
11 
12 
It 

6 
M 

i 

15 
18 

46 

21 
16 

10 
7 
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TABLE  4.-VIEWS  ON  FARMER  OWNED  RESERVE  PROGRAM 


Illinois 


tan       sola    braska   Dakota       Ohio  Oregoei     ingtaii       Texas 


Reserve  has  been  1  good 
programs  for  (sf men: 

Strongly  agree. 4 

Agree... 31 

No  opinion.  rf_- .  lb 

DJSIITH __._T 30 

Strongly  disagree 11 

No  answer _**.  8 

Reserve  has  been  a  good 
pro ec am  for  consumers; 

Strontl  y  agree  m,  ?  „, 13 

Agree.. J9 

No  opinion .«, —  18 

Disagree..^- ,„  8 

Stron f  y  tf ( 53  (ret) » . . 3 

No  tnswei ,_.»-. 9 

Raise  release  price  tor  feed 
grains  above  125  percent 
of  loan: 

Strongly  agree 7 

Agree. _ *  « 

Ho  opinion 27 

Disagree «. — _« —  15 

5t  ron  gly  d  i  tsgree . . . 2 

No  answer — 11 

Raise  wheal  release  price 
above  HO  percent  of  loan: 

Strongly  agree , 6 

A  grea  ._  .«„  .. _  26 

No  opinion **. 39 

Disagree 12 

Strongly  disagree. ._  2 

No  answer..**- 15 

Would  like  2  price  loan  with 
higher  rate  for  crops  In  re- 
serve: 

Strongly  agree ._  4 

Agree „. 23 

No  opinion .  29 

Disagree 26 

Strongly  disagree _  5 

No  answer —  13 

Current  call  prices  for  wheat 
and  teed  grains  about 
right: 

Strongly  agree 1 

Agree -™. 30 

No  opinion. ____ 29 

Disagree.  „ . 21 

Strongly  disagree _  4 

No  answer. 15 

Set  single  release  and  cell 
price  for  all  producers,  no 
matter  when  placed  in 
reserve: 

Strongly  agree 5 

Agree i —  34 

No  opinion 25 

Disagree 17 

Strongly  disagree 3 

No  answer 16 


4 

3 

13 

11 

7 

3 

5 

2 

1 

36 

40 

44 

37 

38 

35 

29 

19 

31 

24 

20 

U 

15 

16 

23 

26 

22 

21 

20 

21 

19 

16 

21 

24 

17 

17 

11 

6 

5 

6 

4 

11 

6 

6 

9 

6 

10 

11 

7 

17 

7 

9 

17 

32 

14 

10 

12 

18 

13 

17 

11 

a 

9 

9 

43 

44 

51 

43 

43 

44 

34 

26 

41 

28 

24 

13 

19 

17 

25 

26 

22 

M 

8 

7 

8 

5 

11 

a 

7 

7 

8 

2 

3 

1 

2 

4 

9 

4 

4 

3 

9 

10 

9 

18 

8 

10 

18 

32 

15 

12 

9 

15 

8 

14 

9 

9 

1 

12 

38 

33 

34 

31 

36 

37 

23 

17 

37 

28 

31 

24 

23 

23 

30 

36 

24 

21 

10 

11 

15 

15 

12 

13 

10 

6 

11 

2 

4 

2 

1 

3 

1 

2 

2 

3 

10 

12 

10 

22 

12 

10 

20 

45 

IS 

9 

9 

8 

7 

18 

8 

9 

7 

10 

32 

29 

29 

19 

37 

31 

23 

19 

29 

32 

33 

33 

30 

18 

35 

34 

24 

29 

11 

12 

14 

14 

14 

13 

11 

7 

12 

2 

3 

2 

1 

2 

1 

3 

2 

3 

14 

14 

14 

29 

11 

12 

20 

41 

18 

5 

5 

8 

8 

9 

3 

6 

3 

4 

23 

24 

27 

31 

27 

24 

17 

11 

23 

24 

32 

25 

23 

25 

35 

35 

25 

29 

21 

21 

24 

23 

21 

22 

15 

11 

23 

6 

6 

6 

4 

9 

5 

7 

S 

6 

11 

12 

10 

21 

9 

11 

20 

45 

IS 

2 

1 

4 

2 

4 

1 

2 

1 

2 

30 

25 

32 

28 

30 

30 

24 

11 

29 

35 

38 

31 

25 

25 

37 

37 

25 

33 

17 

18 

17 

15 

22 

17 

12 

9 

19 

3 

4 

4 

4 

7 

2 

4 

3 

3 

13 

14 

12 

26 

12 

13 

22 

SI 

16 

6 

4 

8 

6 

8 

5 

4 

2 

9 

30 

28 

29 

23 

30 

33 

25 

11 

29 

31 

33 

23 

29 

25 

30 

33 

25 

32 

16 

18 

23 

19 

20 

16 

13 

10 

13 

3 

4 

5 

6 

6 

2 

3 

3 

3 

14 

13 

12 

17 

11 

14 

22 

49 

19 

TABLE  5.— VIEWS  ON  DISCONTINUING  TARGET  PRICE 
pn  percent] 


Michi-   Minne- 
lllinois  Indiana        gan       sola 


Ne- 
braska  Dakota 


Discontinue  target  price;  em- 
phasize reserve  program: 

Strongly  agree 5 

Agree 25 

No  opinion 24 

Disagree 29 

Strongly  disagree 6 

No  answer 11 


6 

6 

9 

9 

7 

6 

6 

3 

i 

30 

27 

25 

19 

16 

27 

22 

10 

19 

27 

29 

23 

23 

19 

29 

29 

24 

30 

21 

19 

26 

21 

33 

21 

20 

17 

23 

6 

5 

5 

6 

15 

5 

3 

9 

9 

10 

14 

12 

22 

10 

11 

20 

37 

U 
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TABLE  6,-VIEWS  ON  INTERNATIONAL  TRADE  POLICIES 
{In  percent! 


Illinois  Indiana 


Michi- 
can 


Hi-     N0fih 
aota    braske    Dakota 


Pr«skdeoi  was  right  in  limit* 

ing  exports  to  Russia  In 

January  1980: 

Strongly  agree. .  _. , 10 

Agree .__._  26 

No  opinion „  4 

Disagree.  __„„.__„,_  25 

St ron| ly  disagree . „  27 

Moiniwer ,.„„  3 

United  States  should  nol  hmit 

farm  exports  for  political  or 

foreign  policy  reason*; 

Stron  gly  agree _ . .  26 

Aljea „____  37 

No  opinion.. „.„„,__-  E 

Disagree... ._._  II 

Stron  gly  d  isag  ree _  „  6 

No  answer ,— _,_  7 

1981  farm  bill  should  provide 

price  protection  if  export* 

limited  for  any  reason; 

Stron  gly  ig  ree  ._....._  .  _  32 

Agree....... 45 

No  opinion. . .  „.. 5 

Disagree .. ._„  7 

Strongly  diseg  ree *„  3 

No  answer 8 

The  5-yr  export  agreement 

with    Russia    should   be 

renewed  when  it  expires: 

Strongly  agree ___  15 

A|fW_. .  44 

No  opinion ..„_.  M 

Disagree.. 17 

Stron  gly  d  i  sa  g  r  ee „  6 

No  answer.... 6 


13 

13 

U 

7 

7 

15 

13 

i 

10 

31 

32 

28 

20 

20 

34 

29 

23 

35 

6 

4 

4 

4 

5 

5 

5 

7 

0 

22 

27 

24 

30 

27 

22 

24 

24 

16 

17 

21 

21 

n 

33 

If 

19 

2ft 

u 

9 

3 

9 

17 

8 

7 

10 

9 

10 

21 

El 

24 

20 

31 

20 

23 

27 

21 

35 

40 

35 

29 

36 

34 

33 

33 

33 

7 

6 

7 

10 

9 

7 

7 

10 

7 

22 

19 

20 

19 

U 

24 

20 

14 

17 

T 

9 

S 

5 

4 

j 

7 

5 

11 

I 

5 

9 

18 

7 

7 

10 

11 

U 

3? 

30 

40 

35 

44 

33 

32 

37 

35 

47 

49 

39 

40 

39 

44 

40 

34 

39 

5 

1 

5 

4 

5 

6 

a 

10 

6 

I 

7 

7    ' 

4 

3 

1 

8 

4 

5 

2 

3 

1 

1 

2 

3 

3 

I 

5 

7 

5 

8 

II 

7 

6 

9 

U 

10 

14 

Zl 

21 

14 

22 

18 

16 

19 

19 

47 

45 

48 

44 

45 

46 

42 

36 

40 

14 

14 

10 

13 

14 

12 

12 

14 

9 

9 

10 

1 

9 

7 

12 

13 

9 

13 

5 

6 

3 

3 

5 

i 

7 

6 

10 

S 

4 

10 

17 

7 

i 

10 

16 

9 

TABLE  7.— VIEWS  ON  MARKETING  AMD  PRICING 
tin  percent) 


Illinois 

Indiana 

Michi- 
gin 

Minne- 
sota 

Ne-     North 
bra  ska    Dakota 

Ohio 

Oregon 

Wash- 
Ingfon 

Texas 

Government      should      seek 
agreements  with  other  ex* 
porting  countries  to  control 
production  end   raise 
prices; 
Strongly  lire*— „— _- 

Agree.... ._„.- 

No  opinion „ 

8 
30 
13 
27 
14 

8 

7 

23 
12 
29 
23 

0 

11 

36 
14 
25 

7 
7 

I 

27 
19 

25 
13 
8 

13 

as 

13 

21 

9 

€ 

10 
33 
17 
22 
13 
5 

16 
41 
11 
17 

6 
7 

11 
31 
10 
22 
13 
7 

12 

39 
13 
15 

5 
16 

6 
26 
20 

21 
10 
17 

20 
*4 
13 
13 
5 
.5 

12 
26 
19 
22 
15 
7 

10 
35 
15 
26 
7 
7 

7 

27 
18 
28 
14 
6 

12 
39 
15 
10 
7 
9 

1 

23 
18 
20 
17 

8 

14 
32 
13 
17 
6 
16 

6 
13 
17 
20 
22 
22 

17 
37 

12 

Disagree*.. ._„ 

Strongly  disagree..... „ 

No  answer , 

Establish  i  national  board  to 

control  marketing  el  u\S. 

grain  exports: 
Strongly  agree.  „„,  „ 

20 
8 
6 

19 

Agree — 

No  opinion.  ., , 

36 
14 

Disagree „ „_„ _. 

Strongly  disagree....... 

No  answer .__ 

13 
11 

7 
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TABLE  8.-HELP  FOR  SMALLER  FARMERS 
[In  percent] 


Illinois 

Indiana 

Michi- 
ian 

Minne- 
sota 

Ne- 
braska 

North 
Dakota 

Ohio 

Oregon 

Wash- 
ington 

Texas 

Give  most  price  and  income 
support  benefits  to  smafl- 
and    medium-size    farms 
with    gross    sales    under 
$40,000: 
Strongly  agree 

22 
32 
10 
25 
6 
5 

25 
35 
11 
18 
6 
5 

27 
29 

9 
20 
11 

4 

33 
32 
8 
15 
6 
6 

28 
33 

4 
16 

4 
15 

39 
33 
7 
12 
5 
4 

27 
38 
8 

18 
4 
5 

26 
28 

9 
18 
13 

6 

18 
20 
13 
25 
9 
15 

32 

Agree 

No  opinion 

Disagree 

Strongly  disagree 

No  answer 

31 
8 

16 
1 

s 

TABLE  9.— DISASTER  PAYMENTS  AND  CROP  INSURANCE 
[In  percent] 


Michi- 
lllinois  Indiana        gan 


Minne-        Ne-     North 
sota    braska   Dakota 


Ohio  Oregon    iofton      Texas 


The  disaster  program  should 
be  replaced  by  the  new 
all-crop  insurance  plan: 

Strongly  agree 9 

Agree... 34 

No  opinion 16 

Disagree 26 

Strongly  disagree 10 

No  answer 5 


10 

11 

15 

8 

13 

9 

7 

6 

12 

31 

32 

34 

26 

29 

33 

36 

23 

29 

24 

18 

18 

21 

22 

23 

24 

20 

li 

20 

19 

19 

18 

18 

23 

17 

16 

23 

8 

13 

6 

10 

12 

6 

8 

6 

15 

7 

7 

8 

17 

5 

6 

8 

5 

29 

TABLE  10.— FOOD  STAMP  PROGRAM 
II  n  percent] 


Illinois  Indiana 


Michi-   Minne-        Ne-     North 
gan       sota    braska   Dakota       Ohio 


Wash- 
ington 


Texas 


Government  should  use  tax 
funds  to  buy  food  stamps 
for  low  income  people  in 
the  United  States: 

Strongly  agree 6 

Agree...... 23 

No  opinion 13 

Disagree 30 

Strongly  disagree 21 

No  answer 7 

The  food  stamp  and  other 
USDA  food  programs 
should  be  transferred  to 
HSS: 

Strongly  agree 19 

Agree.. 35 

No  opinion 17 

Disagree 13 

Strongly  disagree 9 

No  answer 7 


3 

6 

8 

3 

9 

4 

4 

4 

7 

23 

25 

26 

23 

32 

29 

24 

22 

23 

16 

11 

14 

17 

17 

10 

13 

17 

12 

31 

26 

28 

26 

24 

31 

33 

20 

25 

19 

26 

17 

15 

13 

20 

20 

14 

26 

8 

6 

7 

16 

5 

6 

6 

23 

7 

18 

22 

20 

16 

25 

19 

15 

15 

26 

32 

35 

33 

27 

33 

30 

35 

23 

29 

23 

15 

19 

22 

20 

21 

15 

19 

14 

13 

13 

14 

11 

10 

15 

15 

9 

12 

7 

9 

6 

7 

6 

9 

14 

9 

15 

7 

6 

8 

17 

6 

6 

6 

25 

4 
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TABLE  1L— SOIL  CONSERVATION 
[In  percent] 


Mfchh    Minn*-         No-      North 
Illinois   Indiana         tan        wta    bra  ska    Dakota        Ohio   Ore  ton 


Require  each  f armor  to  follow 
toil  conservation  measure* 
to  quality  tor  price  and 
income  support: 

Strongly  agree.... 14 

Agree,.. 38 

No  opinion 8 

Disagree..... „,„         21 

Strongly  disagree ...         14 

No  answer..* .  5 


15 

14 

16 

11 

13 

IS 

11 

9 

11 

39 

32 

32 

29 

2ft 

39 

37 

27 

30 

11 

9 

9 

9 

12 

8 

a 

13 

9 

19 

2* 

23 

2: 

25 

22 

24 

2d 

21 

ID 

U 

13 

14 

IS 

10 

14 

17 

25 

G 

3 

7 

11 

6 

6 

6 

14 

4 

TABLE  IL-FARMLAND  OWNERSHIP 
| In  percent) 


MichU    Minne-        Ne»      North  W*sh* 

Illinois  Indiana        gan        sola    braska    Dakota       Ohio    Oregon     ington 


Tew 


Foreigners  should  not  be  per* 

mined     to     buy     U.S. 

farmland: 

Strongly  agree.. .„  40 

Agree __.._ 29 

No  opinion.., 10 

Disagree. . IS 

St rongjy  d  i sa  free.. . . .  -.  3 

Noantwer. .__  3 

N  on  far  mart  should   not  be 

permitted     to    buy     U.S. 

farmland: 

Stron  Ely  agf  M 14 

Agree __ .  IS 

No  opinion ,_. „  13 

Disagree _„_..._.._  46 

Stron  gly  d  isa  g  ree  _...*__  7 

No  answer,  __„._„ ,  5 


44 

3fi 

42 

43 

SO 

32 

31 

37 

39 

29 

27 

a 

28 

29 

33 

27 

26 

29 

7 

12 

7 

7 

7 

10 

ID 

8 

« 

12 

14 

8 

6 

& 

16 

21 

16 

14 

3 

1 

5 

3 

I 
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7 

4 

11 

a 

3 

5 

13 

3 

4 

4 

9 

1 

20 

15 

30 

21 

32 

14 

IS 

IS 

IC 

20 

22 

26 

25 

26 

17 

19 

14 

IS 

11 

13 

10 

12 

U 

12 

9 

13 

to 

32 

34 

21 

24 

19 

40 

36 

32 

33 

9 

13 

7 

4 

7 

11 

16 

10 

21 

a 

3 

1 

14 

i 

6 

5 

16 

S 

TABLE  13.— FUflOS  FOB  RESEARCH  AND  EXTENSION 

[In  percent} 


Mfcrtt-    Wmne-         No-      North  Wash* 

II I  i  no i  s   I  n  d  tana         ga  n        sofa    braika    Dakota        Oh  io    Oregon     \ n jton       Ta  xas 


Government    should    provide 
increased  funds  fw  agfi* 
cultural      research      and 
extension  activities: 
Strongly  agree. ,...__.*_         20 

Agree.  ......... ,..         46 

No  opinion,,,, ,.,         10 

Disagree 15 

Strongly  disagree. 3 

No  answer. ...*„„„„  £ 


IB 

23 

19 

4] 

43 

47 

16 

12 

15 

15 

IS 

11 

4 

4 

3 

6 

3 

i 

10  19  22  24  22  27 
47  44  43  44  37  47 

14  tfi  12  11  13  9 

11  10  13  12  9  1 
3  4  4  4  2  S 

15  7  S  &  17  4 
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TABLE  14.-CHAIACTEKJTICS  OF  FAtMOB  SUlYEYED 


Miaae- 
Illinois  Indian        gaa       sota 


Total  numb*  of  respondents:  411  773  374  382  382  532  718  452  537           305 

Aft  (percent  of  rttpoiidtntt): 

Under  30  yr 6.0  4.0  6.0  8.0  7.0  1L0  10  2.0  7.0           10 

30to39yr 12.0  13.0  16.0  20.0  2L0  19.0  15.0  10  110  110 

40  to  49  yr 24.0  18.0  19.0  20.0  15.0  2L0  210  115  2L0  14.0 

50to59yr 30.0  25.0  29.0  210  23.0  23.0  210  210  27.0  32.0 

60  end  over 25.0  310  310  24.0  23.0  2L0  32.0  44.5  24.0  310 

Noantwtr 2.0  2.0 11.0  10  L0  L0  2.0          0 

Education  (percent  of  re- 

Gradoschool 11.0  11.0  16.0  210  11.0  23.0  7.0  10  10  110 

Some  Mfh  tchool 11.0  10.0  10.0  10.0  5.0  10  110  10  10  14.0 

High  school  graduate....  48.0  49.0  310  39.0  310  210  510  210  27.0  27.0 

Somecollege 14.0  15.0  23.0  16.0  22.0  210  17.0  24.0  310  110 

College  iraduate 13.0  12.0  13.0  9.0  110  110  14.0  310  210  210 

Noantwtr 3.0  3.0 10  11.0  10  2.0  L0  10           2.0 

Major  income  source  (percent 
of  respondents): 

Qrain-oilcrops 65.0  54.0  44.0  410  31.0  510  47.0  210  €10  2L0 

Hogs,boof 10.0  10.0  6.0  110  210  115  110  39.0    f  «  A  1      35.0 

Dairy 5.0  7.0  17.0  27.0  4.0  2.5  12.0  10    I  "  J        4.0 

HaH  grain;  half  livestock.  16.0  20.0  14.0  110  31.0  16.0  110  7.0  10  110 

Other. 2.0  6.0  19.0  5.0  2.0  10  7.0  210  110  24.0 

2.0  3.0 5.0  12.0  10  10 10 


Averaged  number  of  acres 

farmed  (1980) 422        344        350        431        669     1,132        298     1,058 I     1541 

{     '730 

Farm  organization  member- 
ship (1980)  (percent  of 
respondents): 

Farm  Bureau 75.2       60.0       67.4       24.3  27.6       210      44.2       312       17.0        60.8 

Farmers  Union 4.1        6.5        2.9       27.5  14.5      62.0       17.3        4.2        10          H 

Orange 1.0        1.0        1.6        1.3        1.0 9.9       118      410 

NFO 1.2         1.4         3.7         6.5  4.8        4.3         2.9        2.9        4.0              0 

AAM 1.0          .3        3.5        2.1  2.6        2.8          .7          .9        10           5.8 

Cattlemen 6.8        6.7        6.4        5.2  »20.1       10.1        5.8      34.1       110         17.6 

Pork  producers 13.1       14.5        14       119       12.8        2.6        16 

Corn  growers 9.0        4.1        15        11        16 4.3 0 

Wheat  growers 4.6       12.4 215      410 

Milk  producers 3.6        4.7       16.8       11.8        2.3        10        7.5. _  .7 

Sunflower  producers 9.6 

Soybean  association 16.8        7.5        9.4       11.3        4.1 9.1 L3 

Sorghum  growers 7.1 

Labor  union 7.5        18       10.2        4.7         .3 1L7        15        10  2.3 

1  Average  acres  formed. 

•  Average  acres  grazed. 

•  Nebraska  Livestock  Feeders  and  Nebraska  Stockgrowers  combined. 
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Sample  Questionnaire 

Cooper**!**-  Ejrteoeloc  Berv1c«--minola  Aftx-iri-lturaa  uper-let-at  tftftlm 
UnWaraity  of  U11-10**,  Pej-erta-i-i-t  of  **rieullL*ral  IcecoaUee 

ffJETi-TIMS  Wfl   1BBU1C  A&WJ7  AQBlCTJLTURr  MP  TOOf-^TOX  US  #W '_T«] _JgjL 

1."    A*  a  fareer,  what  do  jott  ttlni  vo-iid  be  a  f*ir  Wfc*i  price  in  I9E1   for  Up  follcwlmsT 


Com  (per  buibej]     I 

Wheat  (par  mwJttJj    i 
5o/Wmi  (par  bu*n*l}~|T 


lost  I  per  100  U.l       1 

QlCfca    fftttfTE     (  p*T    100    lt».  )    1 

Nil*  [nr*&*  A,   per  lOu  1b. \  »~ 


ft*  i?TT  *Ood  and  ljrr!*t»ltu»c  Act  pro  vide  J  for  tareat  pMciM-  vt>r  lued  (rulpiv,  Ntfe**l 
and  ecttew,  LUted  below  ere  the  nit I cut*  tarfet  price*  tiveMiihed  f«r  19€o  crop*. 
Ttt  th*    rlfbt*    put  JOtur    rw«--cend*tlccfl    fnr    ?arMi    price;;  for   lpfili 


Con: 

Wheat 


(3735 

•  3,63 


1   r<fCBBHBJ  for  1961? 


At  ih*  ri«At 


3.      Utttd  ttlQtf  are  the   mticnal   ivrve  f/ot  .*ntt.*At   Imd  ratet    far   10|C. 
put  your  r*ccrK«)£Aticftt  fo*  loan  ntii  «i  thera  crop*   In  Ufili 

1£B0  I  rtfttrjni  for  l?gli 

Com  |3,  »$  __ 

Wheat  2.00 

5uj  thrift!  C,.0LJ 

It.     ft*  Pood  ud  Af.rLcultnr«l  Art  Of  19//  It  Etw  (.a  expire  at  toe  end  o-f  l&flj »     Vhtt  da  w 
>ou  tSijA  Ce-nares*  anemia  do  iOhh-i  future  far*  lerjelfctk-n  Ln  19611     io*rfc  una} 

.    >f*'iP  *"*  PTMtut  lev  aid  ns>t  ninor  change*  U  loan  rat« ,  tarpct  prleei.    and  iwmu, 

EltaVnat*  ell  eav^rrjwirt  price  iM  in  ■»«?  imparl   --rap.re-w,   lurivftlfiQ  in--  mvrn 

freer as. 
__^P*e*lap    totally  upv  rim  la^altittcin,      &paclfyt    . 
.  Jlo  Opinion. 

3*  The  fereex  ovned  r*ier<re  jrPUBa  mi  1  nw  feature  of 
the  food  and  fcjrleultur*  Art  Of  197?.  djuck  aelw  to 
*hov  bov  you  view  ihU  pre*-ran; 


pi*oJ  j  roKMfl  for  far-wira 


*.      Tb*  rttirvc    pro«ruai  ho*    twen  1 
tine*   It  fef-pjn  in  401-3. 

b.      Th*  r*»«rv*    cro^r*--  hal    b*«n  «  |^od  CrO|Crw   »r 

COdtuner.   line*  It  b*«AA   in  19TH. 
S*      1    voiild    favor  dlatotatinulnf  the   tar^rk    prle* 

prorxiV  and  rlnciri*  were  (Vphalio  or,    the  r««rv» 

proerie  to  support  fane  prion. 

d.  Al  a  j,rodTjp*r*  I  yisuld  lilt*  W  have  tije  ffl«aj< 
price  fv  fe*d  {ralaa  ralnd  above  t^rt  pr*a*nt 
i?5  |PMHt  of  loan  r*to» 

«.     Ah  a  proancox,  l  tfo.Mld  iiic  tc  ^iw«  HM   relume 
prltt   ri>r  wneat   ruian;   aba*,-  tbt    ^».^:nt   J  1*0 
frjreeni  ef  1oen  ratr, 

r.      J  iro-ttld   llhe  to  lie  u  two  trlec   icon   ]'l«Ji--OM   tor 
CI  Opt.    not    pl»C*4    lit  Ih*   ifKrvt,    and  1  hi  ,■**>*!    rmtt    * 
fur  crap*  claeed  lb  tht  r««rw. 

I,     ttv-rf-nt  cell  prlcet  af  fcj  percent  ebov*  the  loan 

I  Of   feed  Rj-alDH  uM  7i   percent   above  l3k   lean   fat 
whoat  are  eooiit  rl«ht,  eonalderirka  Juterert*  of 

coth  pfod'jetr*  md  ?»iuK». 

h.  Thjr^  aliould  or  a  alnr.lv  re-lei *r  and  eell  prlrt  for 
ali  prrdtf  tn:r»  t  hu  nrw  i*t  Mau  tl^ir  rraln  war  v'^'*cen 
Jii  l be  refer*-*. 

Lialtaticna  or  rxporli  it  i?-t#u  b«w  ■  «a^or  ^Uc/   kmtm 
djrlnr,  l*te.     CJiaofc  baisv  vctr  vjtirB  on  vnia  l^tuei 

a.     A',   the  Uw*r  1  thought   the  i'raiMent  ^e*  rl(Ht  to 
1 tall 1st  eipart*  to  fujria. 

t.      6*t r«5  pa   what  Kai  h*ppe!»dr   the  U.S.    -oatild  «Ba   li»!t 
^»1*  e^pgrta  for  political  or  fortlm  --alley  reeau.;. 

e.  The  l^Sj  rerr,  bill  ahotld  -►ruvlUe  pr^-j  |i Mtaot tan  Tor 
prrhdurere  1?  axporta  itra  limited  f*r    -i-j    re-^on. 

4.  The  ^-jear  aaport  ■f^«|j««t  with  MkaH  »a  ¥iLicif  epeclf  Lee 
tUlam  tad  f-aeLr.«-p  i-Wfjititle*,  -bwM  b«  rftvwM  ^ec 
10*  prerert*    e«rt-ee«<-|-L    ftj-plfvi    In  J9flj. 


.^//W 


! 

^n 

■k--" 

■ 

— 
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Cheek  belov  how  you  feel  about  1Mb  ■tetaaant: 


Future  fin  progr—  ■hould  be  reoriented  to  give  nfi 

?rlir   *nd  ln^ou   tu££Ort    E>«»rUa  to  *a*lL   ul  «*diu» 
*ii*  far**  wUb  jrpifl  annual  aalan  un4*r  #ta,0OO. 

The  prraetit  44  niter  program  that  appliae  miy  %D  f*ed 
(rain*     irtioat  and  cottoa  abould  be  replaced  it  lh»  at*  all- 
crop  lneuranee  ji*r.  (a  vftlcH  ^*  iDiwmt  p*f»  part 
of  the  prealiai  tnd  lis*  producer  payt  th«  re*t. 

The  tfyrurvmnt  should  »■**  *crwon*Ati  with  other 
export  ln«  owfltri**  to  »U  fmrv»t  control  pro- 
duct loo,  and  niH  prlcta. 

The  ftivirariR*.    IbOuld  Ut  tax  funda  tO  buy  food  Otoap* 

for  people  in  the  U,3.  vith  low  loeouee. 

The  fond  *t«p  and  other  food  uiIaihi  pinaiaaa  for 
lov   'ncdbM  pec pit  vbleb  aov  lata  about  5?  pcroaot  of 
tbo  «d*  budnet  »hovJ4  ^e  tranaf  erred  and  eoeleletered 
by  th*  frepkrtaant  of  Uf*4t}i  *ad  fliain  flenrlcee  (for- 
a«rly  Health     Education  and  Valfere) . 

To  help  athlete  national  end  ttnte  »U  * to*  ion  control 
«oala,  aach  feraer  ahanXA  b*  f»i4tr»d  to  follow  reoonv 
aended  toil  ccnaerration  aoeaurei  for  hit  fan  to 
qualify  for  prloa  aad  iht oaa  aupport  prop 


13*     for»i#wn   *^j]4  aot  t«  jwrr.lt  ted  to  buy  U.?. 

la.     agq-f«ra«;>  efcouid  not  t*  pareftiad  to  buy  U.8.   faraleed. 

1$.     A  national  board  ahould  bo  eatabllehed  to  control  aarfcat- 
Ib«  of  U.O.  fraia  exports. 

16.  'fha  fo^-jrnjwM  afcotud  previa*  increased  fuaua  for  asrl- 
eultur'*:  rvucarcH  ar.j  extension  activities. 

17.  Per  NMBiN*  rurp»*i.  v«  would  lika  to  know  a  Uttla  about  you  and  your  lntaraata. 

JbO-ao.         JO-59  to  or  oldar 


tour  are:     (Please  check) 
Under  30  30-39 


b.     luaber  of  acres  farced  in  I960  . 


Aeree  of j 


Zn  19*0.  vhet  percent  of  tt*  i«j  that  you  faraad  did  you  ount  aaroaat 

Vhat  will  tf  your  aoat  Lflportant  aourea  of  fara  ineone  la  1980T     (Cheek  one) 

a«*    ba*f  cattle  dMrr     jl    abaut  hit    grain    half  liroetoeh 


other 


ytsLi  or  Mfaen  of  your  fully  va?e  mployvd  erf  your  fara  in  i960,  vbat  parcant 
of  your  total  fara  fmt;y   incoa*  in  io#*  vJi:  cob*  froB  thaaa  oonfara  oarnlagaT 
le"  thaa  2} J  ?5-l»frl        _^ y >-M        T5f  or  nora 

Hbat  vaa  tbo  last  year  of  school  you  completed? 

■T^ada  ionooi  aoaa  hl«b  aeaool  .  araduatad  froa  1 
aoaa  colle«t                      araduatad  froa  eollaia 

Ploaao  chock  your  aaaoclatlon  vlth  tbaar  orfaniiatiorii 

lot 

Naabor  in  I960      *  aawfatr 


For>«  Burtau 
Ptramn  t'h!on 


?»*tlrjo*i  FanttTi  0rf:«ui«*ttot 
AetprUflll  MrlCuJturu.1  I 
Pb<4  1*ed*crt 
Cattiaatpn"^  A*«ch-:utIoff 
Hit*  hdaba nM 

;>;ybt-on  AnnOvi^ilO". 
Iajo^t-  Union 


Thank  you  for     n*v«rin«  tho-oo  ^untloat      All  yuur  indtvlduai  raaponat«  will  be  kipt  eonfl- 
dentlftl.     Y»mi  t,,^  Ilrti  ,  im  ytMr  hjin,,     ifp,,  v«  vaioona  to  aake  aqy  oovarnta  on  tfta  botton 
of  this  p«xc.  or  en  a  aeparata  it  heat  if  you  wan^.  to  «rita  aore.     Fieoap  return  la  the  •*- 
clooed  ••lf-addrtsaed  onvalope       Tt  r*qi*lr*ti  no  p4*t«c*4 
Coaaenta : 
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Statement  of  Raymond  Olson,  Illinois  Vice  President,  National  Fabi 

Organization 

We  continue  to  believe  that  farm  programs  as  modified  from  time  to 
over  the  last  40  years  have  served  farmers  very  well  under  the  circumstances 
prevailing  in  those  times;  now,  however,  we  believe  that  a  new  approach  is  ap- 
propriate to  cope  with  high  interest  rates  and  other  inflationary  production 
factors  that  promise  to  be  continuing  problems  going  into  the  1980's* 

A  new  program  for  the  1980s:  should  not  force  us  to  depend  on  the  U.S. 
Treasury  for  farm  income.  Should  encourage  producers  of  the  major  grain,  oil 
seed  and  fiber  crops  to  plan  production,  bargain  for  better  prices  and  maintain 
at  their  own  risk  such  surplus  as  they  wish  to  carry  over  as  income  assurance 
in  case  of  crop  failure  in  the  following  year.  Should  be  designed  as  permanent 
legislation.  Should  be  administered  by  a  bipartisan  board  of  producers  appointed 
by  the  President. 

Such  a  program  can  be  devised  using  the  following  elements: 

1.  A  minimum  price  arrangement  comparable  to  the  minimum  wage  provi- 
sion now  established  by  statute.  Such  a  minimum  price  adjusted  for  quality 
and  location  differentials  should  be  set  at  80  percent  of  parity. 

2.  National  marketing  orders  as  the  means  of  administration,  with  producer 
referenda  to  implement  the  programs. 

3.  A  price  supporting  non-recourse  loan  program  restricted  in  availability 
to  owner-operators  and  tenants  whose  primary  source  of  income  is  farming.  A 
limited  farmer-owned  reserve  concept  could  be  continued  as  reassurance  to 
the  general  public;  non-family  corporations,  conglomerates,  foreign  owners  and 
institutions  should  not  be  eligible. 

We  are  willing  to  place  our  faith  in  the  bargaining  process  to  obtain  profitable 
prices  for  our  products  over  and  above  the  minimum  price  levels  necessary  to 
avoid  economic  disaster  in  the  farm  sector  of  our  national  economy. 

We  in  the  Illinois  National  Farmers  Organization  recognize  that  the  proposed 
budget  cuts  will  make  it  more  difficult  to  get  the  farm  bill  we  need.  We  hope 
that  you  will  consider  the  points  outlined  in  the  development  of  the  new  farm 
bill. 

Statement   of   William    Mullins,    Illinois   President,    National   Cobn 

Growers  Association 

The  National  Corn  Growers  Association  (NCGA)  supports  in  principle  the 
basic  thrust  and  provisions  of  the  1081  Omnibus  Farm  Bill  to  provide  for  in* 
creased  program  clarification  and  to  obtain  additional  market-oriented  provi- 
sions for  the  production,  marketing  and  trade  of  corn.  This  overall  support  for 
the  1981  legislation  is  in  line  with  the  prevailing  1080  General  Resolutions  adopted 
by  the  NCGA  Annual  Convention  and  is  within  the  context  of  the  NCGA  sup- 
port for  the  "Economic  Recovery  Program"  to  dampen  inflation  and  moderate 
spiraling  interest  rates.  Nevertheless,  the  National  Corn  Growers  Association 
holds  some  serious  reservations  about  the  proposed  elimination  of  certain  corn 
price  support  mechanisms  because  of  the  Januray  4,  1080,  presidential  decision 
to  sharply  restrict  corn  exports  to  the  Soviet  Union. 

Based  on  the  March  31,  1981,  presentation  by  Secretary  Block,  the  NCGA 
Board  of  Directors  recommends  that  the  following  proposals  be  considered  and 
adopted  in  the  1981  Omnibus  Farm  Bill. 

1.  Target  Prices  and  Deficiency  Payments. — To  eliminate  the  legislative  au- 
thority for  these  mechanisms  could  well  result  in  the  inability  of  the  Secretary 
of  Agriculture  to  provide  some  measure  of  farm  income  protection  during  seasons 
of  record  corn  production  and  slack  world  demand.  This  concern  is  heightened 
by  the  fact  that  neither  the  selective  embargo  on  corn  exports  to  the  Soviet 
Union  nor  the  question  of  negotiating  a  successor  accord  to  the  US-USSR  Grain 
Agreement  has  been  resolved.    - 

e.  Set-Aside  and  Normal  Crop  Acreage. — These  authorities  should  be  retained 
along  with  the  "land  diversion  provision"  in  the  event  of  record  U.S.  corn  and 
grain  crops  are  harvested  and  corn  exports  continue  to  be  curtailed  to  the  Soviet 
Union.  Such  a  combination  of  mechanisms  would  allow  the  Secretary  of  Agricul- 
ture to  move  to  maintain  a  reasonable  balance  between  U.S.  supply  and  demand 
for  corn  and  other  grains. 
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8.  Disaster  Payment  Programs. — To  terminate  the  authority  for  this  program 
in  favor  of  the  recently  initiated  program  under  the  Federal  Crop  Insurance 
Act  (FCIA)  could  well  be  somewhat  premature.  Until  there  is  more  of  a  proven 
record  of  a  realistic  and  viable  FCIA  program,  this  program  for  recovering  a 
measure  of  financial  loss  by  farmers  due  to  natural  disasters  should  be  retained. 

4.  Release  and  Call  Levels  in  the  Farmer-Held  Reserve. — To  terminate  these 
mechanisms  in  favor  of  a  trigger  release  level  for  grain  to  move  from  the  reserve 
into  the  marketplace  is  an  improvement  in  providing  greater  farmer  flexibility 
in  marketing  corn  and  eliminates  the  influence  of  the  "call  level"  to  contain 
upward  corn  price  movement.  Nevertheless,  a  second  trigger  level  should  be 
established  in  order  to  allow  for  a  more  orderly  marketing  and  movement  of 
corn  into  the  market  because  of  unanticipated  seasonal  factors  and  conditions. 
A  "trigger  level  I"  should  be  established  at  140  percent  of  the  prevailing  loan  rate, 
a  level  at  which  federal  payments  for  storage  would  be  terminated.  A  "trigger 
level  II"  should  be  established  at  170  percent  of  the  prevailing  loan  rate,  a  level 
at  which  interest  payments  on  loan  at  the  prevailing  market  level  would  be 
initiated.  In  addition,  normal  market  forces  should  be  allowed  to  attract  corn 
from  the  farmer-held  reserve.  Consequently,  there  is  little  need  for  the  provision 
to  allow  the  Secretary  of  Agriculture  to  retain  the  authority  to  call  the  loans 
and  to  force  reserve  corn  into  the  marketplace. 

6.  Farm  Storage  Facility  Loans. — The  authority  for  this  successful  program 
should  be  retained  inasmuch  as  it  has  and  will  continue  to  provide  some  incen- 
tive for  assuring  sufficient  farm  storage  facilities  for  a  successful  farmer-held 
grain  reserve  program. 

[The  following  letter  was  submitted  by  Holland  Main,  see  p.  105 
for  his  oral  presentation.] 

Illinois  Corn  Growers  Association, 

Bloomington,  III.,  March  1981. 
To:  President  Ronald  Reagan,  Secretary  of  Agriculture  John  Block,  Secretary 
of  State  Alexander  Haig. 

During  the  1980  Presidential  Campaign,  commitments  were  made  to  agri- 
culture. The  embargo  was  a  mistake  and  another  example  of  the  need  for  a 
change  in  administration  and  the  return  to  responsible  government."  "If  elected 
the  new  administration  would  make  the  elimination  of  the  embargo  a  prime 
priority."  It  is  time  to  honor  these  commitments. 

In  1980,  Illinois  farmers  had  to  sell  their  1979  corn  crop  at  depressed  prices. 
The  market  rebounded  to  pre-embargo  levels  after  most  of  the  grain  was  sold 
and  then  only  because  of  severe  drought  threatened  the  1980  crop.  Due  to  the 
forced  sale  of  grain  at  depressed  prices  and  the  drought  for  1980,  farmers  and 
agri-businesses  are  facing  a  disaster  comparable  with  the  depression  years  of 
the  thirties. 

The  soybean  embargo  in  the  seventies  caused  a  ten  fold  increase  in  soybean 
production  in  Brazil  and  soybean  prices  have  never  fully  recovered.  We  predict 
the  same  thing  will  happen  with  corn  in  Argentina  if  the  embargo  remains  in 
effect. 

President  Reagan  assured  Bill  Mullins,  President  of  the  National  Corn  Growers 
Association,  that  farmers  would  not  stand  aioue.  "If  it  was  necessary  to  have 
trade  restrictions  it  would  be  across  the  board  with  all  trade  and  would  incor- 
porate the  support  of  other  free  world  nations." 

It  is  time  to  quit  talking  and  start  taking  action. 

End  the  embargo  now! 

[The  following  letter  was  furnished  by  Lloyd  Reeser,  see  p.  117 
for  his  oral  presentation.] 

Creative  Agri  Management, 
Champaign,  III,  March  16,  1981. 
Open  letter  to  the  public:  Please  find  enclosed  some  material  which  defines  the 
use  of  grain  to  make  food  and  fuel  for  man.  The  material,  as  related  here,  shows 
an  alcohol  production  facility  as  a  part  of  an  integrated  system  which  considers 
the  total  energy  consumed  and  the  use  of  all  products  produced. 


Digitized  by 


Google 


299 

Alcohol  produced  in  an  integrated  system  with  a  dairy  operation,  a  i 
digester,  a  greenhouse  and  even  an  aquaculture  facility,  takes  advantage  of  every 
calorie  of  energy  and  complete  use  of  each  ensuing  by  product*  In  an  alcohol 
distillation  facility,  the  other  products  produced  are;  distillers  grains,  which  are 
high  protein  grains  to  be  used  in  an  accompanying  cattle  feeding  or  dairy  operation. 
The  advantage  of  feeding  these  grains  as  wet  rations,  on  site,  as  opposed  to  drying 
and  shipping,  reduces  by  approximately  40  percent  the  energy  requirements  of  a 
typical  distillery.  The  third  product  produced  in  a  grain  distilling  operation  is 
carbon  dioxide  which  has  an  ever  increasing  number  of  uses,  including  a  growth 
stimulant  in  a  greenhouse  vegetable  production  operation. 

The  accompanying  cattle  feeding  operation  or  dairy  provides  the  ideal  outlet  for 
the  grains.  The  resulting  cattle  waste,  in  turn,  provides  the  substrate  for  a  methane 
digester  which  produces  a  valuable  fuel,  biogas,  which  can  be  burned  directly  or 
converted  to  electricity.  In  a  typical  power  plant  that  burns  coal,  the  efficiency 
factor  is  normally  in  the  thirty  percent  range,  resulting  in  70  percent  of  the  original 
energy  in  the  coal  being  wasted  as  heat  into  the  water  or  atmosphere.  Not  so  in  an 
integrated  system  where  the  typically  wasted  energy  is  captured  in  hot  water  to 
be  used  in  a  dairy  or  greenhouse  operation.  The  remaining  products  from  a  methane 
producing  facility  are  the  minerals  originally  present  in  the  grain  as  the  grains 
entered  the  alcohol  plant.  These  minerals  were  not  used  in  the  distilling  operation, 
they  passed  on  to  be  consumed  by  the  cattle  and  again  passed  on,  either  in  the  milk 
to  be  consumed  by  humans,  or  in  the  waste  which  moves  on  to  the  digester.  The 
digester  produces  biogas  from  the  fiber  portion  of  waste  and  again,  these  valuable 
minerals  are  available  to  be  returned  to  the  soil  as  fertilizer  for  the  next  crop  of 
grain. 

It  is  in  this  kind  of  a  system  that  every  part  of  a  kernal  of  grain  is  used  to  its 
maximum  to  produce  food,  as  well  as  fuel,  for  man.  Efficiencies  are  maximised 
while  waste  is  minimized,  a  phenomena  not  typical  in  the  production  of  food  and 
energy. 

Sincerely, 

Carl  R.  Sloniobb. 

A  typical  integrated  food  and  energy  system  would  provide  all  of  the  following: 

1 .  10,000,000  gal/yr  or  renewable  anhydrous  ethanol. 

2.  Feed  for  a  10,000  head  dairy  herd  for  the  annual  production  of  150,000,000 
lbs.  of  milk 

3.  Feed  for  a  15,000  head  beef  herd  producing  13,500,000  lbs.  of  beef  annually 

4.  190  billion  BTUs/yr  of  usable  methane  gas 

5.  64,000  lbs.  of  C0a  for  50  acres  of  hydroponic  year  round  fresh  vegetable 
production 

6.  425  jobs  with  an  annual  payroll  of  over  $6,000,000 

7.  An  annual  cash  flow  of  products  produced  in  excess  of  $53,000,000  (based  on 
present  wholesale  prices) 

If  the  17  million  tons  of  embargoed  grain  were  used  in  such  systems,  it  would 
provide  all  the  grain  and  protein  supplement  feed  for  125  such  systems,  or  as  many 
as  1,250  one  million  gallon  per  year  systems,  in  different  locations  to  minimize 
food  transportation  and  refrigeration  costs. 

The  total  capital  cost  for  plant  and  inventory  of  all  systems,  including  10  percent 
of  capital  cost  to  be  used  for  operating  capital  and  R.  A  D.,  would  be  less  than 
the  cost  of  two  months  of  foreign  oil  imports — approximately  14  billion  dollars — 
which  leaves  us  with  nothing  but  an  empty  sack  and  more  dependence  on  foreign 
oil. 

When  such  solutions  to  our  economic  and  energy  problems  are  readily  available, 
it  is  difficult  to  understand  why  those  in  Washington,  D.C.,  charged  with  the 
responsibility  of  making  decisions  in  the  best  interest  of  all  223,000,000  Americans, 
are  not  interested  or  knowledgeable  in  such  positive  solutions.  The  time  has  long 
since  passed  when  this  nation  can  afford  the  luxury  of  each  new  administration, 
cutting  and  forging  a  new  path  to  the  same  old  poisoned  water  hole. 

There  are  knowledgeable,  competent  and  dedicated  Americans  with  training 
and  experience  in  the  field  as  their  base — not  just  theory — who  are  wining  and 
able  to  share  their  expertise  with  anyone  interested  in  the  integrated  food  and 
energy  systems. 

Now  is  the  time  to  use  them. 

Dedicated  Americans  with  expertise  in  a  wide  area  of  renewable  energy  tech* 
nology,  feed  nutrition  and  economics  offer  a  plan  for  America  that  wffl: 


81-492  0-81-20 


Digitized  by 


Google 


300 


:*raaATE3  alcohol  -  feedlox 

AgAgjOBIC  3ISES7QB  SYSTBt 


Products 


Ion               - 

Corn  OfT 

— j 

> 

J/ 

Energy 

Etlianol 

*"ant 

'.,000,300  ja^f/r. 

EtHanl 

$f 

a* 

1 

***'*9fi4 

|         Digests 

:     SCJ> 

I 

i 
si/ 

i 

£^ 

L 

Feedlot 
(2.000  hd) 

i 

i 

Beef 

> 

Fertilizer 

J 

AgEnergy  Concepts 
Illinois 


1.  Reduce:  Dependence  on  foreign  oil;  inflation;  unemployment;  the  necessity 
for  government,  aid  t«»  |>eoj>le  and  places;  transportation  and  refrigeration  costs 
for  Ions  difttancp  shipping  of  |M»riHhablc  products. 

2.  Upiipratp:  An  altprnatp  rpupwable  liquid  fuel;  a  U.S.  market  for  excess 
farm  production,  pinbnrgoed  grain  and  stored  dairy  products;  opportunities 
for  processing  our  own  grain  product m;  a  stabilising  effect  on  our  national  economy; 
an  environmentally  clpaner  burning  liquid  fuel. 

3.  Increase  and  I  in  pro  vp:  Food  supplies;  the  tax  base  for  local,  state  and 
federal  governments;  employment  and  community  development  opportunities; 
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economic  incentives  for  conserving  our  soils;  our  security  posture  in  a  p 
and  economically  unstable  world. 

4.  Have  Minimal  Costs:  When  compared  to  costs  necessary  to  protect  the 
Mid-east  oil  producing  area  and  the  shipping  lanes  from  that  area;  when  com- 
pared to  guaranteeing  large  grain  companies  protection  against  lots  on  grain 
sales  to  economically  unstable  foreign  countries;  when  compared  to  U.S.  multi- 
billion  dollar  guarantees  for  energy  development  in  foreign  countries;  when 
compared  to  increased  tax  yield  from  a  new  productive  renewable  liquid  fuel 
industry;  when  compared  to  benefits  from  increased  jobs  made  available;  when 
compared  to  the  100's  of  billions  of  dollars  in  grants  and  subsidies  for  develop- 
ment of  oil,  coal  and  nuclear  energy. 

5.  Help  Stabilize  Food  Costs:  By  improving  feeding  efficiencies  and  reducing 
conversion  costs  in  our  red  meat  and  dairy  production  industry;  by  recapturing 
elemental  mineral  and  fertilizing  compounds,  because  petroleum  based  energy 
costs  of  food  production  now  have  a  far  greater  impact  on  increased  food  costs 
than  other  variable  farming  input  costs. 

The  ability  of  American  Industry  to  meet  challenges  has  again  been  demon- 
strated by  Engineering  Technology  to  change  a  negative  energy  balance  cycle 
of  Beverage  Alcohol  Production  System  into  a  positive  energy  balance  system 
of  the  Fuel  Alcohol  Production.  This  improvement  is  shown  in  Table  1. 

In  addition  to  possessing  a  viable  method  of  alternative  liquid  for  immediate 
production,  we  can  use  grains  as  substrates  for  the  production  of  a  liquid  low- 
polluting  fuel  which  will  help  the  USA  to  become  more  self-reliant  and  less 
energy  dependent  on  foreign  sources  while  buying  us  time  for  the  development 
and  improving  known  technology  for  using  other  renewable  biomass  substrates 
(crop  residues,  agriculture  and  industrial  waste  streams  etc.)  for  alcohol 
production. 

A  highly  significant  spin-off  of  the  Ethanol  production  is  the  refinement  and 
upgrading  of  all  of  the  substrate  protein  which  remains  in  the  grain  and  soluble 
residue  after  alcohol  production.  The  world's  threatening  nutritional  problem 
today  is  malnutrition,  resulting  from  inadequate  dietary  protein.  It  has  been 
well  established  that  most  of  the  grains  (rice,  wheat,  corn,  etc.)  which  comprises 
most  of  the  diets  in  many  societies  are  deficient  or  limiting  in  one  or  more  of  the 
essential  amino  acids  (lysine,  tryptophan,  threonine,  etc.)  which  can  be  greatly 
enhanced  by  blending  yeast  protein  amino  acids)  with  the  grain  protein.  The 
residue  from  ethanol  production  contains  a  mixture  of  grain  protein  and  yeast 
protein.  For  example;  the  improvement  of  the  quality  of  protein  by  supple- 
menting the  first-limiting  amino  acids  of  the  grain  proteins  would  improve  the 
diet  of  more  than  2  billion  people  in  the  world  from  deficit  or  marginal  protein 
to  adequate  protein  nutrition.  (Source:  New  Protein  Foods  by  A.  M.  Altschul, 
Academic  Press,  Inc.) 

Until  the  logistics  of  food  distribution  can  be  solved,  the  residue  from  Ethanol 
Production  will  be  used  as  feed  to  produce  animal  source  food — meat,  milk, 
eggs. 

If  the  residue  replaces  a  mixture  of  soybean  meal  and  corn  on  protein  equiv- 
alent basis — it  will  reduce  the  need  for  soybean  land  requirements  that  can 
go  to  corn  production  which  will  replace  73  percent  of  the  corn  and  need  for  the 
production  of  the  alcohol  substrate.  This  is  a  desirable  choice  of  crops  since 
the  corn  plant  will  capture  more  solar  energy  than  any  other  crop  being  produced 
in  the  corn  belt,  in  addition  to  reducing  soil  erosion  as  compared  to  soybean 
production. 

These  calculations  are  demonstrated  in  Table  2. 

TABLE  l.-CHANGES  IN  PRODUCTION  EFFICIENCIES 


Seven* 


lt» 


Fosl  atcoM 
ltft.79 


190proo* 190,000  68,000-52,100 

200  proof NA  +14,000        0) 

Total 82,000-52,100 

Drying  residue ......                    63,000  43,000-16,700 

Total 172;  000  125,000-89,800 

Feeding  residue  wet ............................—...  52,800 

Feeding  residue  wet  and  producing  methane 40^900 


Source:  Rodda,  III. 
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Soytean  Acres  Replaced  Com  Acres  Replaced 

18,900,000,000                                                     18,900,000,000 
X  90*  X M§ 


-     17,000,000,000                                                  -      1,890,000,000 
* 666  i 473 

25,000,000  ■  4,000,000 


25,500,000 
+    4.000,000 

29,500,000     (73.75X) 


4,000,000,000 
X .17 

680,000,000   *   360  =   1,888,000 

X 250 

$470,000,000 

Htatkmknt  of  Roiirkt  K.  Ohlzkn,  Manager,  Food  and  Nutrition  Programs, 
Illinois  Static  Board  of  Education 

I  am  Robert  Ohbscn,  Manager  of  Food  and  Nutrition  Programs  for  the  Illinois 
State  Hoard  of  Education. 

I  hav»  administered  these  programs  for  the  Illinois  State  Board  of  Education 
for  the  past  10  years.  Prior  to  this,  I  was  with  the  Food  Service  Department  of 
the  Chicago  Hoard  of  Kducation  for  20  years;  prior  to  that,  the  University  of 
Illinois  for  10  years. 

The  elimination  of  all  federal  assistance  for  paid  student  meals  in  our  State 
will  result  in  a  loss  of  $40  to  $50  million  annually. 

The  by-pioduct  of  this  loss  can  result  in: 

1.  Reduction  of  dollar  flow  in  taxable  wages,  purchases  of  food,  equipment, 
and  supplies  up  to  $150  million  annually. 
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2.  Loss  of  up  to  8,000  jobs,  primarily  in  the  lower  income  groups* 

3.  Increasing  price  of  paid  lunches  35  to  40  cents  daily. 

4.  Substantial  change  in  preparation  and  serving  system.  A  no-ehoioe  plate 
lunch  for  free  and  reduced,  and  all  other  as  an  a  la  carte  food  service,  plus  a  sub- 
stantial increase  in  brown  baggers. 

5.  The  identity  of  students  receiving  free  and  reduced  price  meals  will  be  obvious. 

6.  Change  in  eligibility  guidelines  has  caused  a  shift  or  exclusion  of  those  who 
least  can  afford  to  pay  for  meals.  At  the  best,  they  will  become  brown  baggers. 
$11,641  to  $15,630  annual  gross  income  for  a  family  of  four  after  taxes  and  Social 
Security  converts  to  a  net  of  $67  a  week  per  person  for  this  group.  Reduced  price 
lunches  will  cost  40  to  60  cents  per  day. 

7.  The  combinations  of  all  these  factors  could  result  in  a  decrease  in  participation 
of  from  25  to  50  percent,  which  will  increase  the  per  meal  cost  proportionally  to 
declining  volume. 

8.  Food  distribution  (Donated  Agriculture  Commodities)  Program  cut  of  at 
least  50  percent.  The  loss  of  volume  will  double,  if  not  triple,  the  cost  of  distribu- 
tion within  our  State,  if  not  totally  destroying  our  present  distribution  system. 
Further,  with  the  proposed  reductions  in  the  Food  Distribution  Program,  we  would 
no  longer  have  sufficient  food  available  for  disaster  relief. 


[The  following  letter  was  furnished  by  Edmund  Epstein,  see  p.  123 
for  oral  reference:] 

Legal  Assistance  Foundation  of  Chicago, 

Chicago,  IU.,  April  10, 1981. 
Hon.  Alan  Dixon, 
U.S.  Senate, 
Washington,  D.C. 

Dear  Senator  Dixon  :  This  letter  is  in  response  to  questions  posed  to  us  by  Mr. 
Owens  of  your  staff  about  the  impact  of  proposed  revisions  on  federal  food  pro- 
grams. The  answer,  in  brief,  is  that  the  cuts  would  have  severe  and  adverse  impact 
on  Illinois  food  retailers,  farmers,  and  program  recipients.  We  have,  where  possible, 
compared  Illinois  and  national  figures  for  your  information.  We  would  be  delighted 
to  continue  to  respond  to  any  further  questions. 

I.  Characteristics  of  Food  Stamp  Recipients 

i.  participation 
Illinois 

In  February,  1981,  904,516  persons  in  346,644  households  received  food  stamps. 
In  November  1980,  41,641  persons  in  St.  Clair  County  received  food  stamps. 
(Data  received  from  Illinois  Department  of  Public  Aid  ("IDPA").) 

Note:  The  Illinois  figures  used  in  this  letter  only  include  recipients  who  received 
food  stamps  via  a  centralized  computer  mailing  from  Springfield  (and  do  not 
include  recipients  of  specialized  issuances,  such  as  emergency  food  stamps  or  one- 
month-only  grants). 

Nationwide 

More  than  22  million  persons  in  8  million  households  received  food  stamps  in 
December,  1980.  (Data  received  from  United  States  Department  of  Agriculture 
("USDA").) 

2.    VALUE   OF  BENEFITS 

Illinois 

(a)  Average  food  stamps  received,  per  person,  per  day:  $1.41. 

(b)  Average  food  stamps  received,  per  person,  per  meal:  $0.47. 

(c)  Maximum  food  stamps  received,  for  a  family  of  four,  per  week:  $54.19. 

(d)  Maximum  food  stamps  received  by  a  family  of  four,  per  meal:  $0.64. 
(IDPA  Tables). 

Nationwide 

(a)  Average  food  stamps  received,  per  person,  per  day:  $1.32. 

(b)  Average  food  stamps  received,  per  person,  per  meal:  $0.44. 

(c)  Maximum  food  stamps  received,  for  a  family  of  four,  per  week:  $54.10. 

(d)  Maximum  food  stamps  received  by  a  family  of  four,  per  meal:  $0.64. 
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(e)  Studies  have  shown  that  only  between  10  percent  and  16  percept  of  the 
families  spending  at  the  Thrifty  Food  Plan  level  receive  their  dally  nutritional 
requirements.  LSD  A  recommends  this  diet  for  temporary  or  emergency  use 
only.  (USDA). 

I.    RECIPIENT  INCOME   AMD   ASSCTS 

Nationwide 

(a)  The  current  poverty  line  for  food  stamp  purposes  for  a  famflr  of  four  k 
$7,452  annual  net  income  after  deductions,  or  $621  monthly.  (USDA). 

(b)  Over  half  of  all  food  stamp  households  have  gross  incomes  leas  than  $300 
monthly,  or  $3,600  annually.  (USDA). 

(c)  87  percent  of  all  food  stamp  households  have  gross  incomes  before  deduc- 
tions below  the  poverty  line.  (USDA). 

(d)  Less  than  3  percent  of  all  households  have  incomes  (before  deductions) 
above  $750  monthly  or  $9,000  annually.  Nearly  all  of  these  are  families  of  four 
or  more.  (USDA). 

(e)  Over  50  percent  of  those  on  food  stamps  have  no  liquid  assets.  The  asset 
maximum  for  most  households  is  $1,500.  The  asset  maximum  for  households 
containing  2  or  more  members,  one  of  whom  is  age  60  or  older,  is  $3,000.  A  house- 
hold with  more  assets  can  neither  receive  food  stamps  nor  transfer  the  niriii 
assets.  (USDA). 

4.   AGE  OF  RECIPIENTS 

IJUnoie 

(a)  In  February  1081,  450,200  children  18  years  of  age  or  younger  were  in 
food  stamp  households,  amounting  to  50.8  percent  of  all  food  stamp  recipients. 
(IDPA). 

(b)  In  February  1081,  85,050  elderly  persons  65  years  of  age  or  older  received 
food  stamps,  amounting  to  9.4  percent  of  all  food  stamp  recipients.  (IDPA). 

(c)  In  February  1081,  544,250  or  60.2  percent  of  all  food  stamp  recipients 
were  children  18  years  of  age  or  younger  or  elderly  persons  65  years  of  age  or 
older.  (IDPA). 

Nationwide 

(a)  In  January  1981,  11.6  million  or  52.7  Dercent  of  all  food  stamp  recipients 
were  children  19  years  of  age  or  younger.  (USDA). 

(b)  In  January  1981,  2.3  million  or  10.5  percent  of  all  food  stamp  recipients 
were  elderly  persons  65  years  of  age  or  older.  (USDA). 

(c)  In  January  1981,  13.9  million  or  63.2  percent  of  all  food  stamp  recipients 
were  children  or  elderly  persons.  (USDA). 

(d)  34  percent  of  all  food  stamp  households  contain  one  or  more  persona  on 
SSI  or  Social  Security.  They  are  almost  entirely  elderly,  blind  or  disabled.  (USDA). 

5.   FOOD  STAMP  PARTICIPATION  BT  SOURCE  OF  INCOME 

IUinoie— February  1981 
(a) 


Parsons  oftstsl 


Aid  to  faoiilits  Willi  dapondont  children. 603,569  66.7 

Noaassistanca  (Indodas  SSI  and  timed  income). 200,626  22.2 

Ganaral  assistance 70,350  7.7 

Aid  to  Hit  afad.  Mind  and  dlsaMsd  (AABD). 22,456  2.6 

RrfufaaaW<IDPA)_. 7,515  .1 

(b)  86,900  households  or  25  percent  of  all  food  stamp  households  received 
earned  income.  (IDPA). 

Nationwide 

(a)  In  10709  1.7  million  Social  Security  households,  or  7.7  percent  of  all  such 
households,  received  food  stamps.  (Social  Security  Office  of  Research  and  Sta- 
tistics). 

(b)  Approximately  86  percent  of  heads  of  food  stamp  households  are  either 
working  now  or  are  unable  to  work  because  of  disability,  age,  or  responsibility 
for  child  care.  (Community  Nutrition  Institute  ("CNI")). 
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6.  OTHEB  FOOD  STAMP  HOUSEHOLD 

Nationwide 

(a)  78  percent  of  all  recipients  are  elderly,  disabled,  children,  or  fringle  pareftt 
heads  of  households.  (CNI).  63.2  percent  of  all  recipients  are  elderly  or  entldreii. 
(USDA). 

(b)  60  percent  of  all  heads  of  food  stamp  households  are  women.  (CNI). 

(c)  Nearly  50  percent  of  all  food  stamp  recipients  are  white*  Approximately 
SO  percent  are  black.  Roughly  20  percent  are  Hispanic,  Indian,  Asian  or  other 
"ethnic  groups."  (CNI). 

(d)  Each  1  percent  in  higher  unemployment  adds  1  to  1.3  million  people  on 
food  stamps  and  adds  $580  million  to  the  cost.  (Congressional  Budget  Offioe 
("CBO").). 

(e)  People  who  quit  jobs  without  cause  are  ineligible  for  food  stamps  for  2 
months  and  must  register  for  work  when  they  do  receive  food  stamps.  (USD A). 

(f)  Students  only  receive  food  stamps  if  they  are  working  or  if  they  are  the 
head  of  a  household  with  a  dependent  child.  (UsDA). 

(g)  Strikers  only  receive  food  stamps  if  they  meet  the  same  income,  asset, 
and  non-financial  eligibility  requirements  as  other  poor  people.  (USDA). 

(h)  Only  few  and  specifically  Congressionally-defined  undocumented  aliens 
are  eligible  for  food  stamps.  (USDA). 

(i)  Approximately  66.7  percent  of  food  stamp  recipients  do  not  own  a  ear. 


(0  A] 
(CNI). 


0)  While  the  average  American's  income  rose  40  percent  between  1976  and 
1070.  the  average  food  stamp  household's  income  rose  only  17  percent  in  the  same 
time.  (USDA). 

7.   HOW  CURRENT  FOOD  STAMP  PROGRAM  BENEFITS  RETAILERS  AND  FARMERS 

IUinoie — February  1981 

(a)  Retailers  make  $22,268,828  a  month  or  $267,225,036  a  year  in  sales,  over 
and  above  what  they  would  otherwise  receive  from  poor  people  without  food 
stamps.  (USDA). 

(b)  Food  sales  generated  by  food  stamps  were  spent  as  follows: 


Meat  products . 36.5 

Dairy  products . ....     13.8 

Fruits  and  vegetables 13.7 

Bakery  products . . 7.7 

Nonalcoholic  drinks 7.1 

Other. 6.0 

Flour  and  cereals . 5.2 

Eggs . 3.5 

Fats  and  oils * 3.3 

Sugar  and  sweets.... . . 2.7 

Snacks ... . — — .....    .6 

(c)  Farmers  make  $96,120,000  over  and  above  what  they  would  otherwise 
receive  without  a  food  stamp  program.  (USDA) . 

Nationwide — February  1981 

(a)  Retailers  make  $4.5  billion  in  annual  retail  food  sales,  over  and  above 
what  they  would  otherwise  receive  from  the  poor  without  food  stamps.  (USDA). 

(b)  Farmers  make  $1.6  billion  annually,  over  and  above  their  sales  without  a 
food  stamp  program.  (USDA). 

II.  School  Lunch  Facts 

(a)  Under  current  law,  there  are  three  categories  of  students  who  participate 
in  the  National  School  Lunch  (and  Breakfast  if  the  school  district  makes  H 
available)  Program:  (1)  Students  who  "pay"  for  their  meal  (the  school  also  re- 
ceives a  governmental  subsidy  to  pay  the  rest  of  the  cost  of  the  meal) ;  (2)  Students 
who  pay  a  "reduced-price"  of  20  cents  for  luneh  and  10  cents  for  breakfast  (the 
subsidy  is  larger) ;  and  (3)  students  who  receive  a  "free"  meal  (the  subsidy  is 
even  larger). 

A  student  qualifies  for  free  meals  if  his/her  family's  income  is  less  than  126 
percent  of  the  poverty  level.  For  a  family  of  3,  that  means  an  annual  income 
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fU/W  TO  fll/l»  AVXUALLT   WILL   HATE  THE   FOLLOWING 

^a)  4H,H4Z  p&jpte,  t»t  hA  pttr&mt  of  all  current  recipients,  would  no 
many*,  food  *t*mpn.  <UHl)k  ^tiraat*). 

0>)  Hinc^j  Uk/m$  Tw'w'uiv,  H^icial  Security,  SSI,  AABD,  and  those  with  i 
incmi<?  an?  cluH^nrd  at  th':  higher  income  levels  of  the  food  stamp  poor,  it  v 
the  *i\<U:riy,  the  dwahled,  and  the  working  pKx^r  who  will  bear  the  disproportionate 
burden  of  the*e  cut**.  The  elderly  and  the  disabled  are  largely  unable  to  work 
U)  make  up  the  lout  U'nefit*-.  Thone  receiving  Social  Security  or  SSI  are  34  percent 
of  Dlfnofe  Uhh\  fttamp  poor.  A  family  of  four  earning  $12,000  may  lose  up  to  a 
maximum  of  J 9  i^rcnt  of  their  total  income,  under  this  proposal.  The  loss  of 
Ijenefith  in  a  disincentive  to  continued  employment  for  the  working  poor.  The 
working  poor  make  up  at  leant  25  percent  of  Illinois'  food  stamp  poor.  To  quote 
an  editorial  from  The  Chicago  Tribune  on  April  8,  1981: 

When  the  Reagan  adminiHtration  drafted  its  proposed  cuts  in  federal  spending 
on  food  stamps  and  Aid  to  Families  with  Dependent  Children,  it  ignored  the 
perennial  nniblem  of  work  disincentives.  .  .  . 

Ho  far  OMH  has  admitted  error  only  in  regard  to  the  AFDC  cuts.  But  as  we 
liave  noted  above,  the  work  disincentives  for  food  stamp  recipients  are  also 
substantial,  l/nder  the  administration's  plan,  a  family  of  four  with  a  monthly 
Income  of  $910  a  month  could  get  up  to  $99  a  month  in  food  stamps.  But  a  family 
making  just  a  dollar  more  each  month  would  get  no  food  stamps  at  all.  Few  wel- 
fare families  would  work  for  an  extra  dollar  if  it  meant  losing  $99. 

This  disincentive,  as  Mr.  Stockman  had  stubbornly  argued,  does  indeed  affect 
only  the  working  poor.  But  it  is  only  the  working  poor  who  have  some  prospect 
of  lifting  themselves  out  of  welfare.  Work  disincentives  don't  affect  mothers  with 
small  children  or  disabled  recipeints,  who  aren't  likely  to  work  under  any  cir- 
cumstances. .  .  . 

The  administration  is  trying  to  remove  the  obstacles  to  productive  activity 
by  the  well-to-do;  it  should  do  likewise  for  the  poor. 

Nationwide 

(o)  1.2  million  people  will  be  eliminated  from  the  Food  Stamp  Program.  (USD A). 
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2.    REDUCING    FOOD   STAMPS   TO  A  HOUSEHOLD  WITH  A  CHILD  ATTBlTDtM  A 
WHICH    OPERATES   A   8CHOOL    LUNCH    PROGRAM   WOULD    HATS   «D 
DIRECT   EFFECTS 

a.  General  monetary  lots  and  people  affected 

(1)  In  Illinois,  161,002  children,  or  47  percent  of  all  people  receiving  food  stamps. 
would  have  their  benefits  automatically  reduced.  (Based  on  USDA  estimate.) 

(2)  In  Illinois,  that  means  a  loss  of  $19,428,240  in  food  stamp  benefits.  (Based 
on  USDA  estimate.) 

(3)  Nationwide,  6.8  million  children,  or  30.6  percent  of  all  food  stamp  recipients, 
would  have  their  benefits  automatically  reduced.  (USDA). 

(4)  If  Congress  made  the  $12  monthly  reduction  automatic  for  each  child 
eligible  to  participate,  regardless  of  actual  participation,  there  will  be  the  follow- 
ing inequities: 

No  exception  for  those  whose  religious  beliefs  preclude  their  eating  school 
meals  (and  therefore  loss  of  money) ; 

No  exception  for  those  whose  medical  conditions,  such  as  illness  or  allergies, 
preclude  their  eating  school  meals  (and  therefore  loss  of  money) ; 

No  exception  for  those  whose  parent  wishes  to  make  a  cheaper  meal  than  the 
60  cents  automatically  deducted  (and  therefore  loss  of  money). 

(5)  If  Congress  made  the  reduction  depend  on  actual  attendance,  both  school 
district  and  food  stamp  officials  in  Illinois  fear  the  administrative  chaos  which 
will  result  from  counting,  reporting,  and  computing  for  each  child  each  day. 

(6)  If  the  Congress  made  the  reduction  depend  on  parental  choice  between  food 
stamps  and  school  lunch,  and  if  parents  uniformly  chose  food  stamps,  the  Illinois 
School  Lunch  Program  would  lose  $33,888,177  a  year.  (Based  on  Cm)  figures.) 

(7)  Reducing  food  stamp  benefits,  where  the  average  in  Illinois  is  $1.41  per 
person  per  day,  because  of  school  lunch,  will  deprive  Illinois  children  of  food 
benefits  necessary  for  healthy  growth  and  full  educational  participation  and 
development  necessary  to  enable  them  to  get  a  job  and  be  free  from  public  bene- 
fit programs. 

S.  REPEALING  CERTAIN  "TECHNICAL"  LEGISLATION  SCHEDULED  TO  GO  INTO  VtSOt 
NEXT  TEAR  WILL  HAVE  THE  FOLLOWING  BFFXCT 

(a)  The  elderly  will  suffer  from  removing  the  recognition  of  their  current  medical 
expenses. 

(b)  The  working  poor,  and  primarily  women,  will  be  discouraged  from  seeking 
work  by  a  system  which  does  not  recognize  the  dependent  care  costs  necessary  for 
that  work. 

(c)  An  Illinois  family  of  four,  now  receiving  food  stamps  worth  $233,  could 
receive  as  little  as  $175  instead,  a  25  percent  reduction.  (IDPA). 

(d)  Recipient  benefits  will  continue  to  lag  behind  actual  food  costs  by  4  to  16 
months,  at  a  time  when  food  prices  are  climbing  well  over  10  percent  annually  and 
when  recipient  income  has  increased  17  percent  during  the  last  3  years  for  which 
data  was  available  while  average  U.S.  income  increased  40  percent  during  that  same 
period. 

4.   CUTTING  THE   FOOD   STAMP  PROGRAM  20  PERCENT  WILL  HATS  THE    FOLLOWING 
EFFECT  ON  RETAIL  FOOD  SALES  AND  ON   FARMERS 

a.  Retail  Food  Sales 

(1)  Illinois  food  retailers  will  lose  $4,450,000  in  sales  per  month  or  $53,400,000 
per  year  from  these  proposed  cuts,  in  purchases  that  will  not  be  replaced  by  sales 
from  other  food  stamp  family  income.  (Based  on  USDA  estimate.; 

Businesses  will  close,  or  be  severely  curtailed.  There  will  be  corresponding 
unemployment.  Additional  unemployment  adds  to  the  food  stamp  rolls. 

(2)  Nationwide,  food  retailers  will  lose  $76,050,000  in  sales  per  month  or  $912,- 
600,000  per  year.  (Based  on  USDA  estimate.) 

Each  1  percent  of  unemployment  adds  1  to  1.3  million  to  food  stamps  and  adds 
$580  million  in  costs.  (CBO). 

6.  Farmers 
(1)  Illinois  farmers  will  lose  $10,224,000  in  sales  per  year,  which  will  not  be 
replaced  by  sales  from  other  food  stamp  family  income.  (Based  on  USDA 

estimate.) 
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Security  retirement  benefit  is  $568.00  per  month,  this  eliminating  i 
on  Social  Security  retirement, 

1  percent  rise  in  unemployment  adds  1  million  eligible  people* 

1  percent  rise  in  cost  of  food  adds  $150  million  to  annual  bflL 

Average  Family  income— $3,900. 

87  percent  of  families  earn  less  than  poverty  level. 

Cumulatively,  the  various  proposals  could  result  in  an  $80  million  loss  to  Illinois 
and  Food  Stamp  recipients  in  Illinois. 


Statement  of  Hon.  Helen  Satterthwaite,  an  Illinois  State  Representative 

food  stamp  program 

President  Reagan's  proposed  cutbacks  in  the  Food  Stamp  program  may  affect 
as  many  as  3  million  Americans  by  removing  them  from  eligibility  for  benefits 
under  the  program.  In  Illinois,  the  loss  in  buying  power  may  be  as  much  as  $100 
million  for  the  nearly  350,000  households  now  receiving  some  level  of  assistance. 
As  many  as  50,000  of  these  households  would  no  longer  be  eligible  if  the  proposed 
reductions  were  approved.  Many  of  these  reductions  are  not  necessary.  In  1980 
Congress  passed  a  number  of  amendments  to  the  Food  Stamp  law  which  serve 
to  reduce  expenditures.  These  efforts  include: 

An  annual  inflation  adjustment  rather  than  the  old  twice-yearly  adjust- 
ment; a  lower  limit  on  net  income,  from  $8,200  for  a  family  of  four  to  $7,450; 
reducing  the  allowable  level  of  assets  from  $  1,75b  to  $1,500  (except  for  the  elder- 
ly) ;  increased  administration  efforts  to  reduce  fraud  and  error;  elimination  of 
some  students  from  those  eligible  for  benefits. 

The  savings  from  these  items  is  expected  to  be  at  least  $750  million  annually. 
Thus,  although  some  adjustments  in  benefit  levels  or  methods  of  estimating 
income  may  be  justified,  sweeping  reductions  in  benefits  are  not  called  for. 

Perhaps  the  most  insensitive  proposal  would  set  eligibility  limits  on  gross 
income  rather  than  net  income.  This  reduction  would  penalize  many  for  whom 
food  stamps  are  a  crucial  family  resource.  Currently,  households  having  relatively 
high  gross  incomes  may  be  eligible  because  deductions  or  exemptions  allowed 
for  high  medical  bills,  large  family  size,  or  high  housing  expenses  reduced  avail- 
able net  income.  The  Reagan  proposal  would  set  eligibility  on  gross  income 
negating  the  effect  of  these  deductions  thus  creating  undue  hardships  for  large 
families,  families  with  large  medical  bills,  and  for  families  living  in  large  cities 
with  higher  housing  costs. 

Another  proposal  we  strongly  oppose  would  require  families  receiving  food 
stamp  benefits  to  count  free  school  lun<  *       *  *       .-    .      -.  «.  — .      ^ 


lunches  in  computing  their  eligibilitjr.  Over 

40  percent  of  households  receiving  food  stamp  benefits  would  be  affected  by  this 
reduction.  Besides  the  obvious  difficulties  in  attempting  to  implement  and  mon- 
itor this  proposal,  it  ignores  the  fact  that  every  school  lunch  is  in  fact  subsidised. 
This  type  of  cutback  would  simply  serve  to  reduce  the  benefits  available  to  pro- 
vide nutritious  meals  at  home. 

The  Food  Stamp  Program  has  been  a  valuable  asset  for  improving  nutrition 
for  the  needy  in  Illinois.  Researchers  have  found  that  the  food  stamp  program 
may  be  at  least  partially  responsible  for  large  gains  made  in  improving  the  diets 
of  low-income  families  over  the  last  three  decades.  Also  they  have  resulted  in 
closing  the  gap  in  food  spending  between  low-income  and  moderate  to  high  in- 
come families  to  a  point  where  these  different  types  of  families  now  spend,  on 
the  average,  about  the  same  amount  for  food  consumed  at  home.  Thus,  although 
poor  families  spend  proportionately  more  of  their  income  on  food  than  moderate 
or  high  income  families,  they  are  closing  the  gap  in  terms  of  being  as  well-nour- 
ished at  least  in  part  because  of  the  buying  power  embodied  in  food  stamp  bene- 
fits. 

women's,  infant's  and  children's  program  funding 

Proposals  by  the  Reagan  Administration  to  reduce  funding  for  the  Supple- 
mental Food  Program  for  Women,  Infants  and  Children,  or  WIC  for  snort, 
will  have  serious  effects  on  the  State's  attempt  to  reduce  its  still  unacceptable 
high  infant  mortality  rate. 

The  Administration's  proposed  WIG  program  reductions  of  30  percent,  from 
$1.07  billion  down  to  $742  million,  will  severely  affect  the  ability  of  the  Illinois 
WIC  program  to  reach  those  in  need. 
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The  WIC  Program  lienefits  directly  individuals  who  are  considered  high-risk, 
as  well  as  providing  support  for  Children  and  lactating  women  who  also  are  in 
need  of  additional  nutritional  supplements. 

Currently,  in  Illinois  the  WIC*  Program  administered  centrally  by  the  Illinois 
Department  of  Public  Health,  is  already  reducing  the  client  caseload  due  to 
previous  program  reductions  affecting  Illinois. 

Federal  US  DA  assurances  last  year  of  additional  WIC  funds,  but  which  were 
subsequently  withdrawn,  has  now  necessitated  the  WIC  client  caseload  be  re- 
duced from  approximately  83,000  down  to  75,000  stateside.  A  net  reduction 
in  the  overall  number  of  ciients  served  of  12  percent. 

What  makes  this  reduction  all  the  more  alarming,  is  that  the  estimated  state- 
wide potential  WIC  caseload  is  near  the  200,000  level.  Thus,  any  reductions 
above  and  beyond  those  currently  in  process,  will  further  undermine  the  effec- 
tiveness of  the  WIC  Program  in  Illinois. 

As  is  well  known,  proper  prenatal  care  is  essential  for  all  women  to  help  ensure 
a  successful  pregnancy.  An  important  part  of  this  prenatal  care  is  proper  nutri- 
tion. With  statistics  recently  issued  by  the  National  Center  for  Health  Statistics 
showing  that  the  City  of  Chicago  has  an  infant  mortality  rate  one  and  one-half 
(1)4)  times  the  national  average,  to  reduce  funding  for  a  program  such  as  WIC 
which  can  impact  on  this  human  tragedy,  it  is  essential  to  maintain  program 
funding. 

It  is,  indeed,  a  hopeful  sign  that  the  Senate's  recent  action  in  adopting  its 
Budget  Resolution,  provided  for  a  restoration  of  most  of  the  Administration's 
proposed  WIC  reductions. 

Statement  of  Joseph   P.   Ahearn,  Coordinator,  Bread  for  the  World 

My  name  is  Joseph  P.  Ahearn.  I  live  at  2511  Lawndale  Drive,  Champaign.  I  am 
the  21st  Congressional  District  coordinator  of  Bread  for  the  World.  Bread  for  the 
World  is  a  Christian  citizens'  movement  whose  members  seek  government  policies 
that  address  the  basic  causes  of  hunger  at  home  and  abroad.  Our  Executive  Direc- 
tor is  Arthur  Simon,  the  brother  of  your  southern  Illinois  colleague,  Rep.  Paul 
Simon.  Our  President  is  Bishop  Thomas  Gumbleton  of  Detroit.  One  of  our  Board 
Members  is  your  colleague,  Senator  Mark  Hatfield. 

I  would  like  to  offer  testimony  today  in  regard  to  the  Administration's  proposed 
cuts  in  the  Food  Stamp  and  Child  Nutrition  programs. 

FOOD  STAMPS 

1.  The  Administration  is  proposing  to  reduce  food  stamp  benefits  sharply  for 
families  with  children  eligible  for  school  lunches.  Benefits  would  be  cut  by  about 
$12  per  month  for  each  low  income  child.  This  is  more  than  25  percent  of  the 
average  monthly  per  person  food  stamp  benefit,  and  this  would  especially  hurt 
single  mothers  with  children  who  are  already  among  the  poorest  food  stamp  recipi- 
ents. Bread  for  the  World  opposes  these  benefit  reductions  for  the  following  four 
reasons: 

(a)  Food  stamp  and  school  lunch  benefits  are  not  duplicative;  they  do  not  provide 
four  meals  a  day. — Food  stamp  benefits  are  based  on  the  U.S.  Department  of  Agri- 
culture's (US  DA)  lowest  cost  food  plan,  the  Thrifty  Food  Plan.  USDA's  recent 
National  Household  Food  Consumption  Survey  shows  that  only  about  one-sixth 
of  the  families  spending  at  the  level  of  the  Thrifty  Food  Plan  get  the  Recommended 
Daily  Allowances  for  the  basic  nutrients.  Many  medical  and  nutrition  authorities 
have  long  criticized  the  Thrifty  Food  Plan  as  inadequate.  US  DA  studies  confirm 
that  most  food  stamp  households  cannot  feed  their  families  by  spending  at  the 
level  of  the  Thrifty  Food  Plan,  and  do  spend  additional  funds  of  their  own  for  food. 
Food  stamps  do  not  provide  three  meals  a  day  for  low-income  families  (or  else  poor 
families  would  not  have  to  dig  deeper  into  their  limited  incomes  to  spend  more  for 
food  than  the  Thrifty  Food  Plan  costs. 

(b)  This  provision  is  very  repressive  and  hurts  the  poorest  of  the  voor. — Most  of 
those  affected  will  be  single  mothers  with  children,  who  are  among  the  poorest  food 
stamp  households.  Recipients  of  Aid  to  Families  with  Dependent  Children 
(AFDC)  would  be  especially  hard  hit.  AFDC  payments  in  many  States  are  ex- 
tremely low.  Mississippi  provides  $1,440  a  year  in  AFDC  payments  to  a  mother 
and  three  children  with  no  other  income.  Texas  provides  $1,680  a  year.  These 
families  would  lose  about  $36  a  month,  or  about  $325  a  year  in  food  stamps. 

(c)  The  hardship  would  be  even  greater  due  to  the  impact  of  other  provisions  betng 
vroposed  by  the  Administration.— Other  proposed  cuts  would  also  hit  these  same 
households.  For  example,  the  proposed  $1  billion  Medicaid  reduction  will  lead 
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many  states  to  withdraw  Medicaid  coverage  for  a  number  of  medieal  t 

as  prescriptions,  eyeglasses,  etc.  In  Illinois  these  reductions  will  amount  to  $71 
million  if  the  Illinois  Dept.  Of  Public  Aid's  proposed  budget  is  adopted.  Poor 
AFDC  families  in  many  states  would  be  hit  simultaneously  with  a  loss  of  several 
hundred  dollars  in  food  stamps,  the  need  to  pay  for  certain  medieal  services  for 
their  children  out  of  their  own  extremely  low  incomes,  and  a  decline  of  10  percent 
or  more  in  real  income  due  to  the  lack  of  any  cost-of-living  adjustment  in  AFDC 
payments  despite  rapidly  rising  heating  bills  and  increases  in  other  living  costs. 
The  combined  impact  of  these  provisions  on  families  who  are  already  among  the 
poorest  in  our  society  would  be  very  harsh. 

(d)  It  is  a  very  difficult  proposal  to  administer. — This  proposal  flies  in  the  face 
of  the  Administration's  stated  intent  to  streamline  and  simplify  program  admin- 
istration. It  would  entail  significant  new  workloads  and  greatly  increase  the  poten- 
tial for  errors,  particularly  for  states  which  lack  substantial  computerization. 
It  would  entail  a  recalculation  of  food  stamp  benefits  for  about  3  million  house- 
holds each  month.  State  agencies  would  have  to  monitor  how  many  children  in 
food  stamp  households  are  of  school  age  and  whether  they  attend  schools  with  a 
lunch  program.  The  1980  Food  Stamp  Amendments  contain  a  provision  that 
sanctions  states  if  they  fail  to  reduce  error  rates  to  meet  specified  goals.  It  is 
inequitable  to  penalize  states  for  failure  to  reduce  errors  while  imposing  on  states 
provisions  that  add  major  new  complexities. 

2.  Bread  for  the  World  opposes  eliminating  inflation  adjustment  in  deductions 
for  the  following  three  reasons: 

(a)  This  cut  would  hurt  all  households,  including  the  poorest. — Food  stamp 
households  are  currently  allowed  a  monthly  standard  deduction  of  $85  per  house- 
hold. They  are  also  allowed  a  deduction  for  excess  shelter  costs.  The  deduction 
equals  the  amount  by  which  shelter  costs  (including  utilities)  exceed  50  percent 
of  the  household's  net  income,  up  to  a  maximum  of  $115  per  month.  The  standard 
deduction  and  the  $115  maximum  on  the  shelter  deduction  are  adjusted  once  a 
year  to  keep  pace  with  inflation  and  with  inflation  at  double  digit  levels  this 
provision  is  urgently  needed. 

(b)  The  cut  is  inconsistent  with  the  basic  purpose  and  design  of  the  food  stamp 
program. — The  basic  premise  of  the  food  stamp  program  is  that  low-income  families 
should  be  able  to  afford  the  Thrifty  Food  Flan,  the  least  expensive  diet  USDA 
has  devised.  The  food  stamp  program  takes  account  of  what  a  family  would  be 
expected  to  spend  for  food  out  of  its  own  income  and  provides  in  stamps  the 
difference  between  this  amount  and  the  costs  of  the  Thrifty  Food  Flan. 

(c)  Food  stamp  families  are  already  worse  off  than  several  years  ago  due  to  in- 
flation.— The  hardship  that  would  be  caused  by  this  proposal  is  underscored 
by  the  fact  that  poor  families  on  food  stamps  are  already  significantly  worse  off 
than  they  were  several  years  ago.  USDA's  national  food  stamp  surveys  found 
that  from  September  1976  to  November  1979,  the  average  gross  income  of  food 
stamp  households  rose  17  percent  while  the  cost-of-living  rose  33  percent.  In 
Illinois  buying  power  of  the  public  aid  grant  plus  food  stamps  now  buys  less  than 
half  of  what  the  grant  plus  stamps  bought  only  6  years  ago.  (I  am  enclosing  a 
copy  of  the  pamphlet  entitled  "The  Continuing  Illinois  Welfare  Scandal"  which 
provides  much  documentation  of  the  Illinois  situation.  I  will  not  read  it  to  you 
now  but  request  that  you  and  your  staff  read  it  and  also  request  that  it  be  entered 
into  the  record  of  these  proceedings.) 

3.  Bread  for  the  World  opposes  basing  eligibility  and  benefits  on  income  during 
a  period  prior  to  application  rather  than  on  current  needs.  This  would  seriously 
hurt  the  family  that  has  a  sudden  loss  of  income — because  its  bread-winner  is 
laid  off,  or  because  a  husband  deserts  or  cuts  off  child  support.  The  family  could 
have  to  wait  1  to  3  months  before  being  able  to  receive  any  food  stamps  despite 
being  destitute  in  the  meantime. 

CHILD   NUTRITION 

The  Administration  has  proposed  a  30  percent  cut,  or  about  $300  million,  in 
the  Special  Supplemental  Food  Program  for  Women,  Infants,  and  Children 
(WIC).  Bread  for  the  World  opposes  this  reduction  and  applauds  the  Senate's 
restoration  of  this  cut.  If  this  cut  were  to  be  enacted,  the  number  of  women, 
infants,  and  children  served  would  be  reduced  by  nearly  700,000.  This  program 
provides  prescription  food  packages  to  pregnant  women,  infants,  ana  voung 
children  who  are  low-income  and  who  are  also  determined  to  be  at  nutritional 
risk.  Nutritional  deficiencies  during  pregnancy  or  during  early  childhood  can 
lead  to  lasting  damage  to  a  child's  mental  and  physical  development.  We  strongly 
support  the  program  for  these  and  the  following  i 
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(a)  The  program  has  a  striking  record  of  success. — Of  all  the  programs  in  the 
federal  government,  few  (if  any)  are  supported  by  so  impressive  a  body  of  medical 
evidence.  A  series  of  studies  shows  that  the  program  results  in  significant  reductions 
in  the  incidence  of  low  birth  weight  infants,  reduces  anemia,  and  reduces  infant 
mortality  rates. 

(b)  The  program  is  cost  effective. — As  noted,  it  decreases  hospital  costs  for  low 
birth  weight  infants.  Also,  by  reducing  the  incidence  of  birth  defects,  it  reduces 
costs  in  subsequent  years  in  Medicaid,  special  education,  and  disability  payments. 

(c)  Cutting  the  program  certainly  harms  the  truly  needy. — WIC  recipients  are 
low-income  and  must  be  found  to  be  at  nutritional  risk  by  a  competent  medical 

Erofessional.  The  program  is  generally  operated  at  health  clinics  which  make 
ealth  care  and  nutrition  education  available  in  addition  to  the  prescription 
health  clinics  which  make  health  care  and  nutrition  education  available  in  addition 
to  the  prescription  food  packages. 

2.  Bread  for  the  World  opposes  elimination  of  the  summer  food  program.  We 

oppose  the  total  elimination  of  this  $131  million  program  for  the  following  reason: 

(a)  The  program  gives  food  to  poor  children. — About  83  percent  of  the  2.6  million 

children  receiving  the  meals  are  from  low-income  families.  The  large  majority  of 

these  low-income  families  have  incomes  below  the  poverty  line. 

Finally,  Senator  Dixon  I  would  like  to  present  to  you  some  testimony  on  the 
effect  of  the  Food  Stamp  Program  on  the  Illinois  Economy.  The  information  in 
this  section  was  initially  prepared  by  the  Community  Nutrition  Institute. 

THE  EFFECT  OF  THE  FOOD  STAMP  PROGRAM  ON  THE  ILLINOIS  ECONOMY 

The  purpose  of  the  food  stamp  program  is  two-fold:  to  improve  the  level  of 
nutrition  among  low  income  households  and  to  strengthen  the  nation's  agricultural 
economy  by  increasing  sales  of  food  through  wholesalers  and  retailers. 

The  program  not  only  benefits  the  22  million  Americans  who  use  food  stamps  but 
also  significantly  benefits  farmers,  food  retailers  and  other  segments  of  the  economy. 

Participation  in  Illinois 

Currently,  approximately  927,000  residents  of  Illinois  receive  food  stamp  bene- 
fits (approximately  1,207,000  residents  are  eligible  to  receive  benefits). 

Food  stamp  benefits  for  these  recipients  total  $34  million  each  month  or  $408 
million  per  year.  This  money  is  spent  in  Illinois'  food  stores  and  supermarkets 
who  order  more  goods  from  wholesalers  and  producers  who  in  turn  buy  more 
food  directly  from  farmers. 

Effect  on  food  retailers 

While  it  ia  true  that  all  food  stamps  must  be  spent  for  food,  some  of  the  food 
stamp  benefits  are  actually  substituted  for  food  purchases  which  would  have  been 
made  with  other  household  income.  This  is  called  the  "food  buying  effectiveness" 
of  food  stamps.  The  most  recent  study  by  the  U.S.  Department  of  Agriculture 
indicates  that  food  stamps  increase  actual  food  sales  about  50  cents  per  dollar. 
That  means  that  due  to  the  food  stamp  program  an  additional  $17  million  per 
month  or  $204  million  per  year  are  spent  on  food  in  Illinois'  food  markets. 

How  food  stamps  dollars  are  spent 

Recent  studies  have  shown  that  food  stamp  users  do  not  spend  a  dispropor- 
tionate amount  of  their  resources  on  either  non-nutritious  junk  foods  or  high- 
priced  cuts  of  meat.  They  buy  less  snack  foods,  soda  pop  and  as  a  group  squeese 
5  to  27  percent  more  nutrients  from  each  food  dollar  than  higher  income  shoppers. 

In  Illinois,  the  additional  $204  million  in  food  sales  generated  by  the  food 
stamp  program  were  spent  as  follows: 


(nWiom) 


Matt  products 74.5  315 

Dairy  products 210  HI 

ElP 7.1  IS 

Fruits  and  vegataMas 210  117 

Flours  and  cereals 10.6  12 

Bakary  products 117  7.7 

FatsandoHs 17  13 

Sugars  and  swoats 15  2.7 

Snacks 1.2  .5 

Nonalcoholic  bavaragas 115  7.1 

Olhtr 12.0  If 
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Obviously,  without  these  sales,  retail  food  receipts  in  Illinois  would  be  con- 
siderably lower. 

Impact  on  farmers 

The  American  fanner  ultimately  receives  36  cents  of  every  dollar  spent  on 
food.  In  1980,  of  the  approximately  $10  billion  m  food  stamp  benefits,  the  farm 
sector  received  $3.6  billion  or  an  additional  $1,8  billion  they  would  not  have 
received  if  the  food  stamp  program  were  not  in  place. 

Since  Illinois  produces  about  6  percent  of  all  American  farm  goods,  the  addi- 
tional dollars  generated  by  the  food  stamp  program  meant  $108  million  in  addi- 
tional food  sales  for  the  farmers  of  Illinois  nach  year. 

What  if  the  food  stamp  program  is  cut  bockt 

The  Administration  is  currently  considering  plans  to  cut  the  food  stamp 
program  by  about  $2  billion.  A  cut  of  this  magnitude  would  mean  that  low 
income  families  already  hard-pressed  to  meet  demands  in  other  segments  of 
the  economy  would  not  be  able  to  substitute  cash  for  the  loss  of  food  stamps, 
Naturally,  food  sales  would  drop:  by  $1,8  billion  and  farm  sales  by  $720  mUlion. 

The  effect  in  Illinois  would  be  a  loss  of  an  additional  $40.8  million  in  food 
sales  and  a  drop  in  farm  sales  of  $21.6  million  each  year.  Illinois  will  lose  $6.8 
million  in  food  stamp  benefits  each  month. 
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The  Continuing  Illinois  Welfare  Scandal 


There  is  a  real  welfare  scandal  in  Illinois.  It  is  that  the  vast  majority  of  people  know  little  or  nothing  about 
the  plight  of  their  one  million  fellow  citizens  who  must  depend  on  public  aid  for  their  livelihood.  The 
purpose  of  this  pamphlet  is  to  increase  public  understanding  of  that  plight. 

The  situation  of  most  public  aid  recipients  can  be  summed  up  as  follows: 

1.  They  are  the  poorest  of  the  poor,  forced  to  exist  on  an  income  which  does  not  provide  adequately  for 
the  necessities  of  life. 

2.  Many  are  in  poor  health,  aggravated  by  the  stresses  of  poverty  and  the  inability  to  purchase  enough 
nutritious  food. 

3.  The  buying  power  of  the  public  aid  grant  drops  steadily  as  the  cost  of  living  rises.  (In  October,  1980,  the 
grant  plus  food  stamps  would  buy  only  half  what  the  grant  and  stamps  would  purchase  six  years  earlier. 
in  October.  1974.  See  chart  on  p.  8.) 

4.  Many  recipients  are  unemployable  in  today's  society,  due  to  poor  health,  lack  of  skills  and  education, 
and  the  need  to  care  for  dependents  at  home.  The  rest,  who  are  "employable."  are  given  very  little  help 
in  becoming  self-supporting  (except  for  a  select  few). 

5.  Even  so.  recipients  are  stigmatized  as  being  lazy,  and  are  often  treated  in  ways  which  further  undermine 
their  sense  of  self-worth.  Public  anger  at  a  few  "fraud  cases"  is  extended  to  a  million  people,  with  little 

concern  to  understand  the  true  facts. 


Who  Receives  Public  A  id  In  Illinois? 

Almost  one  out  of  every  ten  Illinois  citizeps  receives  some  form  of  public  assistance,  and  they  live  in  a 
of  the  state's  102  counties.  In  October  1980  their  numbers  were  as  follows: 

901.265  persons  received  cash  assistance. 

(Most  of  these  also  received  food  stamps  and  medical  aid.) 

These  included: 

I23.0S8  who  were  aged,  blind,  and  disabled 
68I.92S  in  families  with  dependent  children 
96,282  who  received  General  Assistance 

Approximately  100.000  persons  received  food  stamps  only. 
Approximately  100.000  persons  received  medical  assistance  only. 


PERSONS  RECEIVING  CASH  GRANTS 
IN  ILLINOIS,  OCTOBER  1980 


PERSONS  RECEIVING  ALL  TYPES  OF  AID 
BY  CATEGORY.  OCTOBER  I960 


*  «  DnakM  l«m  «Mr  »■*»!  &SI  Pnfiaa 
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The  -Weltare  system"  is  really  wveritl  lynem*.  luftdrd  and  administered  bj  several  gofceinmcnial  bodies 
T  he-  lollowiug  is  i  timpiificd  description  of  the  program*  in  the  live  area*  which  make  up  the  wtllare  *y*tem 

in    Illinois 


V  ■  me  or  Program 

Funded  By 

Au1miTii*teied  fit 

414  <d  ^(rd    Rimd    fjiuhwrf 
^uppltmenUl  Security  Income 

5laie  Suppltmenttry  Pa\mrm 

1*4**1 
Sl#tr 

federal  |5ocul  VewrU> 
Ad*|in»li#liunl 

Aid  10  Hamitie*  with  Dependent  C  hildrrn 

federal  A  Sure 

SluelrDFAl 

General  \unumr 
Loul     (Kll> 

stjie-«id*tt 

Ducatfc  tftity 

l,l*IV,hl(H 

1  .i*n>^ir».  A  Stale 
Siar*  A  C«j 

fewuhip* 

Tntonthip* 

Sim  1 1  DH*j 

Medical  A»tt*aw.  No  Gra* 
AM  ip  Ik*  htcdwlrt  tndiptirt 

federal  A  Sia« 

to* 

Slate  (1  DP  At 
SialtiJDPAl 

Food  Slimpi 

Federal  Itltpt  ■(  AjncitMUrl 

Stale  N DP A| 

>!«/  fo  the  Aged,  Blind,  and  Disabled 

Th*  trdtnl  "SSI"  l-Supparrnenial  Stria<r4l>  Iwdim)  Program  -  12.1^1  people  In  HUnon 


I  PROGRah]1"    '*T*  Cof*reu  MtaMished  a  guaranteed 

1  Jmimtnuiti   income  for  ill  rituens  who  art 


65  or  older  blind,  or  pernja  nc  nl  I)  irtj  toiatty  disabled  Jt  tl 
called  "Supplemental  Security  Income"  because  lot  must 
people  it  ■  upplcmenli  whai  ihe>  are  alreadv  getting  from 
Social  Set  unty  or  another  pension  system  Hue  I  here  are 
many  people  whose  oarty  income  it  their  SSI  check1 

To  be  elig.rtk  for  5Slr  an  elderly,  blind,  nr  disabled  person 
must  not  ruse,  cash  or  disposable  iwtl  worth  ovej  J I  .HM? 
($2,250  f c  ■  a  cuypkj.  deluding  house,  cat,  and  normal 
household  and  personal  effects  hie,  she  mull  apply  al  the 
Social  Security  office,  and  the  check  mil  come  from 
Washington.  D  C  SSI  recipient*  are  al»o  eligible  for  load 
stamps  and  medical  assistance,  bul  muil  aippl>  far  those  lo 
the  Illinois  Uepartmenl  of  Public  W  i  IPPAi 


I  GBaHT  lSSI  elMetl  *w  Inercaagd  annually  to  keep  up 
I  UIT>*  [with  inllaEion.  As  of  Jul>  I»n0.  individual  «.ih 
nn  other  lOtire*  of  income  received  12J*  a  r 


omh  (coup let 

1557 1.  Individuals  whn  also  «eeive  Sot uil  Security  ot  other 
income  gel  in  SSI  chuck  in  an  amount  whkchhnnjri  the  total 
income  up  to  f 25*1  (couple*  JJ77k 

An  individual  receiving  SSI  who  lives  "in  I  he  household 
of  another"  receives  only  SI  51  b?  monthly  A  couple  in  wch 
a  household  receive*  *- 1* 

An  SSI  recipient  it  alio  eligible  for  about  150-140  worth  of 
food  ilamp-s  The  cfcaCE  amount  depend  I  on  I  he  income  and 
housing  cAptnte  figures  for  the  participating  individual  or 
couple 


I    The  Stale  -SSP"  (Slate  Suppleaaenlar*  Payment!  Pribram  —  32,444  peopl*  in  Illinois 


I  PROGRA  IF  |Abc*°'  *°^  nf  fu,DD"'  SSf  retipntnti  receive 
'  Ja  mull,  separaie  chec*.  from  ipe  <iare  SSI 


recipients  a  re  ehcjible  for  t hii  If  ihci r  rent,  utlhl> ,  and  certain 
expenses  a  re  high  enough  {uauiMY  refit  and  irti III y  com  mutt 
total  at  lean  f£0  per  mnrvthy 

One  mustiirii  have  applied  for  SSI.  and  then  may  apply  for 
SSP  either  ai  »  SoaaJ  Secuniy  office  oral  an  ofTice  at  the 
Illinois  Dtrnrlment  of  Public  Aid,  The  flaJe  will  **od  ibe 
entitlement  aids  Tor  medical  aid  and  food  nampt  monchijr 
along  with  -he  SSP  check  Became  receipt  of  a  medical  card 
is  automat", .  it  t*  lo  one's  dcfimie  adv-aniaige  to  receive  SSP 
If  one  gets  ^Sl  but  noi  SSP,  one  can  get  medicait  aid  on\y  by 
applying  fir  -  Medical  A*Mtiaftcc.  ^o  Granfliee  page  5) 

Many  more  perwtmare  undouhiedly  eligible  for  SSP  than 
receive  it.  Prohahiy  ihere  arc  many  SSI  recipient*  who  do 
not  know  it  n  avaikble,  and  many  oihen  who  Ihink  of  it  *> 
"welfare"  tomcthmj  they  consider  demeaning,  and  sodo 
not  apply  for  M 


1  GftAN7  \  SSP  grants  arc  fiaurcd  according  lo  «  comph- 
»  I  caled  formula  Thet  are  designed  mtuopknieni 

SSI  in  order  to  bring  lolal  income  up  In  *  cerlain  level  Fur 
■  n  individual  lining  alone,  the  man  mum  level  is 
approximately  S2R2  per  month  I  V*4  SSP  Irt  addition  lo|21H 
SSI)  tn  tome  cat**,  he  or  she  would  be  eligible  (or«ertaiA 
additional  cash  atluWances,  usually  to  meet  mrctical  nccdi, 
luch  ai  a  diabetic  dkl  T  he  recipient  n  usually  alio  eligible 
for  about  |45  in  food  stampa. 

I  These  figures  relate  lo  persons  living  aJooe.  ir*  Hue  case  of 
couples,  or  individuals  in  the  houtehokt*  of  other  people,  I  he 
litualion  become*  more  complicated  I 

The  Stale  of  Illinois  places  a  lien  on  real  property  owned  by 
persons  who  rcrate  SSP  {The  iirii  125.000  m  ihe  talua  of 
ho  meal  cad  properly  i*  e*empt  I 

Many  olhei1  stale*  provide  a  much  higher  SSP  than  don 
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7  M*  1M  4M 

r«n4ail    I  <k*    H'N«<t'/   'i^«    *D.mh*    W.*««ih«a  *<wt4ftM 

'*A44in«    |hir«4M   *  •■rntl   (HMM   '  M*»   lw*m    li  ifjti    fffiMglMM 

f»r4    falfA«    *n*iAi    M*n<y    ttoyion    It/kMM    I*Im««m    Im« 

I  i<(4lW       l««       ll'i«fMA»       I  Afl»ft       H«"kM       M«"M|4»«       M>4h<MI 

Mrl"f>"<is>    H«I«4M    M«f<4«    Mmmw    Mm|M    Mimm   ^«*n« 

»>I4II       rHlr,«m       iMt      litotMl       %4flg4Mf.lt       t«      /  l«if      ^M^fMtHM 
l4#*«*lt    V«l*lhM     «4ft4*K     Wtff««     WlH 

•••All   fltlWM 


■.■irm  |i\4n  'hm  •»  i 

.  -?-  -*zc-n\\  s  :.i«r  Jc 
v  -njxir  4-4iianir-o:a 
4«v.t<>  -eoiMWiiiew*.  ar 
:  »i  ii  -tin  <  a 
lumnrr  rf  'atBiian  M  i 
4rv*iid*0  -tfail  *F  DC 


li  addition,  a  famly  «* 


The  income  of  lUraou  AFDC  I 
Federal' Poverty  Use."  Coaudar  bow  a  fu^y  of  fo«r««k 
homing  expemies  of  S260 caa>  naao«* ■  IMI  o«SII3  «onk 
of  food  tump*  and  SIM  for  ALL  OTHER  enaiainf  Raal 
tpendable  income  of  AFDC faaailies  Ihh dropped S©%  in O* 
la«i  «*  ycanftee  cnort  on  ongel):  the  gnat  ptaafood  stamp 
feoniM  hat  men  only  ii%  in  a  period  wan  tac  coal  of  bviag 
ha«  men  aboal  70%! 
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General  A  ssistance 


HGeneral  Assistance  is  financed  entirely  by 


mmnr»AU  *jenenu  ^ssisiancc  is  iinancco  cniimy  py 
L_____J»utc  and  local  governments  for  people  who 
arc  ineligible  for  the  federally-aided  categories  discussed. 
Usually  these  people  fall  into  one  of  the  following  groups: 

a.  low-skilled  individuals  unemployed  and  ineligible  for 
AFDC  or  for  unemployment  benefits 

b.  persons  in  poor  health  but  not  technically  disabled 

c.  mentally  or  emotionally  ill  persons 

d.  people  waiting  to  be  declared  eligible  for  AFDC  or 
SSI 

e.  a  fe»  large  families  headed  by  men  with  very  low  wages, 
which  must  be  supplemented  up  to  the  welfare  standard. 


The  General  Assistance  programs  in  Illinois  fall  into  three 
groupings: 

1  The  locally-financed  programs  —  16.111  persons 

These  are  supported  entirely  by  local  funds  (including  in 
some  cases  federal  revenue-sharing  funds)  and  administered 
by  the  townships  themselves  without  state  supervision.  (In a 
few  counties  without  townships,  the  counties  operate  the 
programs )  Almost  all  the  rules  are  locally  made. 

2  The  state-aided  township  programs  -  6.914  persons 

A  fc»  townships  with  high  unemployment  rates  have  large 
enough  General  Assistance  caseloads  to  qualify  for  the  stale 
aid.  They  must  then  abide  by  certain  state  rules.  Grants  must 
be  no  higher  than  grants  in  the  AFDC  and  SSP  programs. 
Most  of  the  townships  in  this  group  are  in  the  E.  St.  Louis. 
Alton,  and  extreme  Southern  Illinois  areas. 

3.  The  state-operated  program  in  Chicago  — 
73.237  persons  (up  from  62.746  in  June  1979) 

In  Chicago  only.  General  Assistance  is  administered  by  the 
IDPA.  and  financed  with  city  and  state  funds.  The  number 
of  recipients  varies  greatly  from  month  to  month,  depending 
on  the  economy. 


programs.  famMei  receive  the  same  amount  m  the  AFDC 
flat  grant.  Individuals'  monthly  grams  are  figured  as  follows 
in  the  Chicago  G.  A.  program: 


Food $»M 

Clothing 1.77 

Household  Supplies 2J6 

"Personal  Essentials'' 1242 

H ousts*  Expenses 

Rent*  Heat  up  to $112.70 

Electricity 5.55 

Cooking  Gas  up  to 3j00 

$121.25 
Grand  Total:  up  to  $113.68 

In  addition,  a  General  Assistance  recipient  is  entitled  to 
approximately  $70  worth  of  food  stamps  each  month, 
bringing  total  income  to  about  $253.68. 

I  f  we  corapa  re  t  hese  figures  with  the  actual  cost  of  necessities 
in  the  cities  of  Illinois,  can  we  reahstkaNy  expect  anyone  to 
live  on  this  amount?  How.  then,  do  we  expect  him  or  her  to 
obtain  a  livelihood?  Are  we  forcing  people  into  criminal  or 
illegal  activities  because  of  our  unwillingness  to  provide  a 
reasonable  gnat? 

General  Assistance  recipients,  like  recipients  of  the  other 
programs,  receive  entitlement  cards  which  they  may  use  to 
obtaia  medical  care.  However,  many  medical  expenses  are 
not  covered.  Most  dental  and  optometrie  needs  are  not  met. 
Thus  the  General  Assistance  medical  program  in  effect 
promotes  the  worsening  of  beahh  until  much  larger  medical 
bills  must  be  paid  for  more  serious  conditions.  ( By  that  time, 
the  State  apparently  reasons,  the  recipient  will  be  eligible  for 
a  program  where  the  Federal  Government  will  pay  at  least 
half  of  the  bill.) 


Out  of  the  52  years  that  I  have  lived  on  this  earth.  25  of  those  years  were  spent  working,  paying  taxes,  doing 
voluntary  humane  work  and  trying  to  obey  the  laws  of  this  land  to  the  best  of  my  ability.  For  the  last  t 
yean  I  have  been  stuck  on  public  aid  due  to  very  poor  health,  both  mentally  and  physically. 
In  my  case,  the  State  has  been  of  no  assistance  in  helping  me  to  attain  cither  an  adequate  grant  odftequate 
self-support.  In  tact,  the  General  Assistance  category,  which  I  am  in.  is  iostrumental  in  keejhg  their 
recipients  from  either  receiving  an  adequate  grant  or  ndequate  sesf-support  GA  doesn't  provide  the 
necessities  that  one  must  have  in  order  to  seek  a  job. 

As  for  the  necessities  of  life,  my  grant  at  the  present  time  is  $193.36  plus  $52.00  in  food  stamps.  Oat  of  this 
grant.  I  pay  SI 75.00  for  rent  of  a  three-room  basement  apartment,  which  is  too  cokf  and  damp  for  me 
because  of  my  particular  ailments.  In  addition.  I  pay  $2.00  for  check  cashing,  $4.95  for  phone  service, 
approximately  $1.00  per  month  for  electric  service.  $1.95  for  my  rental  money  order.  This  adds  up  to 
S 19 1 .90  which  leaves  me  $1 .79  for  clothing,  proper  dental  care,  optometry  care,  carfare,  payment  to  the 
currency  exchange  for  light  and  phone  bill,  and  other  personal  hems  one  must  have  in  order  to  keep  from 
living  in  filth  and  being  unkempt  in  appearance. 

—statement  by  Elizabeth  Adkios, 

recipient  living  on  Chicago's  South  Side. 

Jaauary.  1900 
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Medical  A  ssistance 


MEDK  Al.  ASSISTANCE.  NO  GRANT  (MANX) 

fAhoi  ailed  "  Urdu  aid"/ 
IV.M>2  people,  about  half  of  whom  also  fct  SSI 
MANCj  recipients  receive  medical  assistance  only  They  get 
no  cash  grant  from  the  state,  however,  a  majority  of  them  do 
receive  (he  federal  SSI  check.  The  rest  have  income  from 
employment  or  some  other  source 

As  is  the  case  with  .AFDC.  MAN'G  is  administered  by  the 
state,  with  the  federal  government  paying  half  the  cost.  The 
state  vends  VIANG  recipients  a  green  "medical  card"  similar 
to  that  sent  to  cash  grant  recipients  The  card  authorizes 
doctors,  dentists,  hospitals,  pharmacies,  etc..  to  bill  the  state 
directly  (Not  all  medical  practitioners  are  willing  to  accept 
the  card  ) 

MANG  is  available  only  to  the  same  categories  of  people  as 
SSI  and  AFDC  (over  65.  blind,  disabled,  or  members  of 
families  without  employed  fathers  in  the  home).  Their  assets 
and  income  must  be  below  a  certain  level.  If  their  income  is 
above  that  level,  but  they  have  extensive  medical  needs,  they 
can  get  the  medical  card  only  il  they  turn  over  to  the  state  all 
income  above  that  level.  Thus  MAN'G  recipients  must  live 
on  a  very  low  standard,  as  follows. 
Families  who  get  MANG  must  live  on  the  AFDC  standard 


for  Group  I  counties,  even  if  they  live  in  other  < 
Thus,  a  family  of  three  mast  live  cm  $302,  a  family  of  fotwoa 
$368.  etc.  All  other  income  mast  be  turned  over  to  the  slate 
in  return  for  a  medical  card. 

Persons  over  65.  MM.  or  dmaMoi.  who  receive  Socml 
Security  or  other  pension,  are  required  to  live  on  S2Z3  a 
month  and  turn  over  all  other  income.  Persons  whose  only 
income  is  SSI  need  not  turn  over  any  of  their  income: 
however,  persons  receiving  SSI  and  Social  Security  or  other 
pension  amy  be  required  to  live  on  $223  a  month. depending 
on  the  amounts  of  the  SSI  and  pension  checks.  (This  u 
obviousl\  confusing  mud  mho  umfmv  to  mm*).  J 

Congress  permits  states  to  grant  MANG  to  people  whose 
income  is  up  to  1339c  higher  than  the  grant  levels  Illinois 
formerly  set  the  MANG  standard  higher  than  the  level  of 
welfare  grants:  however,  in  recent  years  it  has  I 

to  the  welfare  grant  level. 

AID  TO  THE  MEDICALLY  INDIGENT  —  6000 

This  is  a  new  state  program  which  a  growing  rapidly.  It  pays 
the  medical  bilh  of  low-income  people  who  are  ineligible  for 
MANG.  An  individual  is  eligible  if  his  income  for  a  tote- 
month  period  is  $474  or  less;  a  family  of  four,  if  three-month 
income  is  $945  or  less. 


Food  Stamps 


867.906  persons  (of  whom  all  but  about  100  jOOO  also  get  cash  grants) 


The  Federal  Food  Stamp  Program,  begun  in  1964.  is 
available  to  all  U.S.  residents  whose  income  and  assets  fall 
below  a  certain  level.  All  recipients  of  cash  grants  are 
eligible:  so  are  many  other  low-income  people,  but  many  are 
unaware  of  their  eligibility  and  do  not  apply. 

The  rules  and  benefit  levels  for  the  Food  Sump  program  are 
decided  by  Congress.  The  benefit  levels  are  adjusted 
annually,  tied  to  the  Consumer  Price  Index.  Nationally,  the 
program  is  administered  by  the  Department  of  Agriculture 
(although  the  other  federal  welfare  programs  fall  under 
Health  and  Human  Services).  Locally.  Food  Sumps  are 
administered  by  the  Illinois  Department  of  Public  Aid. 
which  sends  recipients  a  card  each  month  authorizing  them 
to  pick  up  a  ceruin  quantity  of  free  sumps  from  currency 
exchanges  or  certain  banks.  The  sumps  can  be  used  only  to 


buy  food 

A  complicated  formula  is  applied  to  determine  the  quantity 
of  lood  stamps  which  a  person  or  family  may  have.  Income, 
child  care  expenses,  rent  and  utility  costs,  and  age!  for  senior 
citizens)  are  all  considered.  U  nfonunately  the  formula  is  loo 
complicated  to  explain  in  deuil  here  People  who  think  they 
may  be  eligible  should  apply  at  any  office  of  the  I  Knots 
Department  of  Public  Aid  and  inquire  what  their  benefit 
level  might  be  Many  social  service  agencies  can  also  provide 
this  information  In  Chicago,  one  may  call  the  Food  Sump 
Hotline  (312-663-4157). 

L  mil  1980.  be  net  its  were  increased  semiannually  to  keep  up 
with  inflation.  In  1980  Congress  voted  to  increase  them  only 
once  a  year.  They  were  raised  II«t  in  January.  I9VI. 


Wh^  Should  The  Religious  Community  Be  Concerned? 

The  Judeo-Christian  tradition  has  historically  called  people  of  faith  to  a  concern  for  the  wen-being  of  aO 
persons,  especially  the  poor.  The  call  to  seek  justice  for  the  poor  and  oppressed  is  deeply  rooted  in  the  Jewish 
and  Christian  traditions. 

These  faiths  affirm  that  the  God  we  trust  in  is  a  God  who  loves  us  and  wills  our  well-being  not  only  for  us  hoi 
for  the  whole  family.  In  fact  the  Lord  of  the  work)  is  particularly  concerned  about  the  weak,  the  poor,  the 
hungry  and  the  oppressed.  As  God's  people  in  the  world,  we  are  called  by  God  to  care  for  the  poor,  to  "cease  to 
do  evil,  learn  to  do  good,  seek  justice,  relieve  the  oppressed,  defend  the  fatherless,  and  plead  for  the  widow" 
(Isaiah  1:17). 

When  Jesus  mid.  "The  poor  you  have  with  you  always."  he  was  not  saying.  "There's  nothing  you  can  do  about 
the  poor."  He  was  recognizing  the  reality  of  the  ever-present  poor.  In  fact,  when  Jesus  first  proclaimed  the 
purpose  of  his  ministry  at  the  synagogue  in  Nazareth,  he  quoted  from  Isaiah,  proclaiming  that  he  had  been 
sent  "to  preach  the  good  news  to  the  poor  ...  to  set  at  liberty  those  who  are  oppressed  ..."  We  might  ask 
ourselves  whether  our  welfare  programs  and  proposals  really  represent  good  news  for  the  poor  and  whether 
through  them  recipients  are  brought  new  freedom  from  oppression. 
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What  Can  Illinois  Citizens  Do  To  Help? 

Theft  are  many  chin^t  which  Illinois  cilncnj,  r%pfC«IK  when  wtfrfcing  together  inctiUrCh  grfiuptand  other 
□rgamraliont.  can  ds  id  help  fcitfkrf  recipients  Pint,  itwy  can  tuppori  lepulaitvc  prograffri;  second,  i hey 
can  develop  many  kind*  of  project* 

St  PrOftT  LEGISLATION  IN  M'HlM.llllll 

I     C "-an/  tv-tli  ih'iuld  ht  mt\td 

For  yean  llhnon  law  h»*  «ated  (hat  public  aid  grant*  mun  provide  ~i  livelihood  compatible  with  health  and 
wctl-being  "  In  l*fi*  the  IDPA  decided  cm  grant  level*  which  could  he  itiumcd  la  pn.ude  ihji  nandard, 
although  minimal!)  From  19ft J  lo  1*72,  allowance*  were  raised  periodically  according  to  change*  in  [he 
r,  i^n^nier  Price  1  nde  n.  Iti  October  19?*,*  IWr  con -oM  i  vi ng  increase  was  framed  in  all  programs  Over  (he 
neil  in,  years,  the  coil  ol  living  ruse  *  I  moil  703?  but  (rani*  were  railed  only  13%.  Lei*  and  le-is  could  [he 
?unu  he  ukJ  i a  prrnide  Ha  livelihood  compatible  wuh  health  and  well-being" 

I  Ih  n  L5i  i  Up  behind  ol  her  i  nd  uitfu  I  slates  I  n  g.ra  hling  welfa  re  IOC  rease*  At  tine  time ,  I  Hi  nOis'  A  FIX"  grant  Wai 
among  the  three  or  lour  highest  in  the  mi  ton.  In  recent  years,  Illinois'  f  ram  has  ranked  a  hour  2lrtf  *mung  the 
$0  stale*,  even  though  Illinois  ii  one  of  the  ncheit  states  irt  the  nation  fSt*  y  harts  <*»  p*#f8.)  This  i*  an 
intolerable  vtuation  Irani  I  he  pomi  of  view  of  anyone  who  belie  ves  thai  IN  need*  ol  persons  whotianmH 
support  themselves  should  he  met  by  the  public  program 

J    Sf  h&&t  ffr s  and  h Moot  tartar?  r hareei  should  be  « -aived  fur  *-etfanr  famiUts 

Since  the  bu>in|  power  oflhe  welfare  grant  keeps  declining,  some  way  should  be  found  Co  give  some  relief  to 
familm  with  children  in  school  Otherwise,  the  high  con  nf  school  feci and  school carfare  i>m  to*n*  if Hooi 
..'></r„  n  s|  VflJiJ  will  continue  to  cause  children  la  Cfrop  out 

J     Wvr*  and  beftrr  oiuuamt  thrwid  hf  Kiwn  to  rmpiawbie  recipients  nfto  monf  hi  fmd jO*hJ. 

In  recent  year* the  stale  hit  had  a  pilot  project  m  which  trained  counselors  help  recipwnU  to  negotiate  ibe 
mut  of  bureaucratic  red  tape  which  keep*  many  from  felling  into  ernplo>mcnl.  Olhet  counselors  aid  with 
actual  job  placement.  The  pilot  project  has  been  very  successful  and  ihould  be  greatly  expanded. 

4     MA  \U  fhfihdin  ttwh  ihnuid  he  raised,  and  faffwfefel  frr  fht)  arte  f+fWtt& 

In  14^0  a  biFI  passed  the  Ulinoti  Senate  which  would  rauc  M ANG  income  ehgjfritiiy  levels  lo  1  ? J%  of  ihecaili 
jrant  lerti  L!  nfortunately  the  bill  failed  ill  the  House  luhould  be  ftmlr od uc*d  and  poised  T  he  Stale  should 
gt\t  medical  annianee  to  needy  people  whove  income  » juit  above  ihe  welfare  |  rant  kvel  If  they  cannot  pay 
/or  adequate  medical  cart,  they  will  be  forced  onigj  welfare  irtemieivei 

$     The  uw  o/  ih*  slaff  of  thr  Nimmt  Department  of  Public  Atd  ihttuid  frr  fftatfr  ihcfraxd. 

Apphcantiand  rectpicnti  continually  suiter  because  of  tack  of  adequate  serwcet,  mil  lemcea  to  which  ihey 
are  legally  emu  led.  due  to  inadequate  tuff 

fi     7k*  rrrvm  mrndatiimt  made  b  i  ihr  Com mu  srrw  ta  Rr vit*  the  Public  Aid  Cod*  ihouldbt  fiMCttd  tnmfa-w 

Altooit  ail  of  these  nccommendaiioni.  now  m  bill  IrJrm.  would  help  public  aid  recipient!.  They  include  ihe 
Jollowmi  fp/us  ma/iv  more}  the  public  aid  grant  standard  should  be  wt  at  ■  percentage  ofih*  *  tde  ral  IS,»  t*n 
l.**el.  (Thr  i**tMlat*tfe  w tudtt decide  art  tht  percental*  ta  be  trtmtrd rarti  vtor  }Tht  same  grant  standard 
would  be  used  for  General  AlUsance  a*  for  AFDC.  rT*fJ  *Oiitd  prfWW  ««r  mwytrJlMp*  from  pritwinit  a 
neittjfibh  iim*tuiii  i  Limform  medical  aimtance  standards  Would  he  extended  to  General  Assistance. 
EmerprrKi  aisiitancr  would:  be  improved   So  wouid  many  adminiitratrse  procedures 

These  kgivlatue  issues  are  being  add reucd  by  The  Public  Welfare  Coalition,  30  N  Michigan.  Rm  Mitt. 
Chicago  60WJZ  ( J 1 2 - 134 -3 JOS  1 ,  and  by  the  Illinois  Consortium  on  Governmental  Concerns,  615  S  5th, 
Sprinafirld  oJ70G!  (2l7-544-J42J>.  Far  infoimatidQ,  contact  either  df  these  organiialioni, 

EXAMPLES  OF  l'kOJHI>  VOU  CAN  (MUHUM 

"Pifbbe  Aid  Foud  Budwef 

Some  understanding  nl  the  feeling;*  and  frustrations  of 

public  assistance  families  can  be  famed  by  subsisting 

on  a  "welfare  budget*  for  a  specific  period  of  time  — 

say  one  week  or  one  month.  Allocate  yourself  the  same 

amount  of  spendable  income  that  a  family  an  welfare 

the  «ra:  si*e  as  yours,  would  receive.    (See  the  table 

of  grant  kveli  under  AT  DC  in  a  previous  section^  add  about  Jftt-aa  food  «*mp  bonus,  subtract  honsinn 

co»ll  and  other  essentials,  and!  compute  the  food  budget  whtch  would  remain  > To  be  fair,  start  wilbancmplv 
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/>•*'/«""  .   Hmung 

4aenc.es  n  /our  community  can  put  you  in  touch  with  the  e 

One  such  need  .s  for  24-nour  care  of  children  •  hen  a  mother  has  local 

■l  for  emergency  shelter  in  cam  of  eviction  or  oat ural  disasters.  By  operas 

public  aid  family   you  can  get  10  know  them  at  individuals  and  learn  more  what  *  u 

problems  Churches  can  alto  provide  emerfency  shelter  .n  tome  cases. 

f  hurrh  «t  Fsrihr.  for  r*mwr»m\ 

Many  programs  for  public  aid  recipients  are  often  curtailed  for  tack  of  an  inexpensive, 
accewiblc  facility  to  house  the  programs.  Maternal  child  health  dines,  hgh  Mood 
pressure  dimes,  income  tax  dimes,  nutrition  education  program,  are  examples  of 
programs  which  are  housed  by  tome  churches  Contact  local  government  and  soon! 
icrvice  agencies  for  similar  possibilities 

Food  Pmmtrws 

kssaaWl  There  arc  many  "emergency  food  pnottnaT  hi  Dam 

needed.  They  provide  emergency  food  snpphes  fm 
waiung  for  appocanons  to  be  processed,  or  peopsewai 
come  and  have  exhausted  their  food  swapty  Learn  wh 
are  in  your  commanty.  or  consider  starting  a  new  one.  (la  < 
contact  Church  Committee  on  Hunger.  Church  Federation.  Ill  E. 

Wacker  f 565- 1100 ».  which  helps  stock  70  pantries.  Downstate.  contact  Mrs.  Lathy  HowcJL  600  *.  5th. 

Springfield.  62702  (21? -523 -2269). 

Thrift  Shop* 


"  Mother- to-  U other  Ministry" 


More  thrift  shops  are  n 

Public  aid  recipients  greatly  need  i 

churches  and  organizations  find  them  a  msnniogfni  rnsnt-cassing  * 

(Contributions  of  clothing  can  be  claim 


In  many  Midwest  aties  this  program  has  been  used  effectively  since  I 
means  of  reconciliation  for  people  who  live  geographically  and  ei 
span.  Three  church-related  women  not  dependent  on  public  aid  tea 
one  woman  who  is  to  dependent  to  work  on  problems  which  km-incoi 
find  urgent  Careful  orientation  and  reflection  are  integral  parts  of  tb 
Contact  Dekms  Holt.  1 1 717  Brook  bend  Dr.  St.  Louis.  MO  63131 
431). 

Food  Stamp  or  Wttfmrt  Hot  Line 


tfpr 


Many  people  are  unaware  of  eligibility  rales  for  food  stamps  and  cash  gnats.  A  hot 
line  can  provide  accurate  information  to  people  who  may  fed  uneasy  in  going  to 
the  Public  Aid  Department  for  such  help,  or  who  have  found  then-  local  wcMere  office 
unhelpful.  Such  a  hot  line  was  set  up  by  Food  Justice  Programs.  343  S.  Dearborn. 
Room  1017.  Chicago.  60604  (JI2-663-4IS7).  For  ideas  oa  setting  up  a  euaUar 
program  contact  Ed  Sunshine  at  that  agency. 

Monitoring  of  Puhhr  Aid  Office* 

A  way  to  help  insure  participation  of  eligible  people  in  food  sumps  and  other  welfare  programs  is  on  an 
observation  of  the  intake  process  at  a  local  public  aid  office.  One  caa  soon  identify  inelicient  aspects  of  the 
process  and  can  urge  the  local  office  head  to  make  needed  changes.  For  information  on  creating  such  a 
monitoring  program,  contact  Ed  Sunshine,  mentioned  above. 

Volunteers  in  Pyhh  Aid  Offue\ 

Some  county  public  aid  offices  are  willing  to  make  use  of  volunteer  help  in  a  variety  of  ways.  Contact  your 
local  office  to  learn  of  such  opportunities 

The  above  are  tome  ways  in  which  individuals  and  groups  can  get  involved  in  helping  —  or  at  least  better 
undemanding  public  aid  recipient*.  For  suggestions  as  to  how  to  implement  such  projects,  contact  Sister 
Dorothy  Gartland.  22  E.  Van  Buren.  Chicago, 60605:  Mrs  Kathy  Howell.  R  R  »l.  Dawson. 62520. or  Mrs. 
Nancy  Safford.  314  S  Shelle>  St..  Peoria.  61605  For  consultation  on  workshops  which  bring  together 
representatives  of  churches  and  social  service  agencies,  contact  Re*.  George  Harjes.600  N  Sth.  Springfield. 
62702(217-523-2269) 
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Statement  or  the  Illinois  State  Boabd  of  Education 

The  Illinois  State  Board  of  Education  administers  seven  Child  Nutrition 
Programs  for  the  United  States  Department  of  Agriculture. 

We  appreciate  this  opportunity  to  present  our  evaluation  of  the  proposed 
1982  budget  cuts  as  they  affect  the  Child  Nutrition  Programs  in  Illinois.  We 
will  not  bore  you  by  repeating  the  data  shown  on  charts  A  and  B  attached  to 
copies  of  this  presentation.  To  simply  summarize  the  impact  of  these  declining 
reimbursements,  we  estimate  that,  as  a  result  of  the  cutbacks  in  the  fiscal  year 
1981  Omnibus  Reconciliation  Bill — Public  Law  96-499,  and  the  proposed  fiscal 
year  1982  budget  cuts,  the  loss  to  Illinois  Child  Nutrition  Programs  will  be  40 
to  50  million  dollars  annually. 

Rather  than  reiterating  the  impact  on  Illinois  in  dollars  alone,  we  would  like 
to  share  with  you  how  we  see  the  past  and  future  of  the  school  lunch  programs 
in  our  State.  In  1946,  the  Congress  of  the  United  States  passed  the  first  National 
School  Lunch  Act.  Incorporated  therein  as  a  policy  statement,  "It  is  hereby 
declared  to  be  the  policy  of  Congress,  as  a  measure  of  n^tinn^l  security,  to 
safeguard  the  health  and  well  being  of  the  nation's  children  and  to  encourage 
the  domestic  consumption  of  nutritious  agriculture  commodities  and  other 
foods,  by  assisting  the  states,  through  grants  in  aid  and  other  means,  in  pro- 
viding an  adequate  supply  of  foods  and  other  facilities  for  the  establishment. 
maintenance,  operation,  and  expansion  of  nonprofit  school  lunch  programs. 
I  bring  to  your  attention  the  portion  of  the  preamble  referring  to  national  security. 
This  was  the  result  of  General  Hershey,  head  of  Selective  Service  during  World 
War  II,  finding  that  the  equivalent  of  10  divisioas  of  men  were  rejected  for  causes 
directly  traceable  to  malnutrition  in  their  youth. 

While  we  do  not  generally  view  the  purpose  of  Child  Nutrition  Programs  as 
developing  tomorrow's  military  personnel,  healthy,  well-nourished,  youths  are 
unquestionably  priceless  national  assets. 

During  the  last  decade,  Illinois'  participation  in  the  National  School  Lunch 
Program  has  grown  from  149  million  lunches  annually  to  172  million  iu  1980, 
an  increase  of  23  million  meals  annually.  We  would  further  point  out  that  this 
growth  is  in  spite  of  declining  enrollment  in  our  schools. 

With  the  competitive  pricing  edge  gone,  the  School  Lunch  Programs  will 
very  likely  have  to  convert  to  a  large  extent  to  the  fast  food  type  of  meals  to 
attract  the  paying  students  and  meet  fixed  costs.  This  conversion  will  be  further 
accelerated  by  the  proposed  elimination  of  the  Nutrition  Education  and  Train- 
ing Program. 

One  of  the  ultimate  goals  for  the  School  Lunch  Programs  has  beensto  provide 
students  with  sufficient  knowledge  of  food  and  nutrition  to  make 'intelligent 
choices.  The  proposed  1982  budget  eliminates  this  program  and  its  educational 
contribution. 

The  choice  of  nutritious  well-balanced  meals  will  no  longer  have  an  economical 
advantage  and  will  be  limited  in  its  acceptance  by  the  paying  child.  This  in  turn 
will  have  an  impact  on  cost,  where  there  are  dual  programs  running  parallel, 
and  we  are  realistic  enough  to  envision  the  emphasis  being  placed  on  the  paying 
clientele.  This  clientele  in  Illinois  represents  over  54  percent  of  the  total  meals 
served,  and  in  high  schools,  a  much  higher  percentage.  Therefore,  the  impact 
will  have  not  only  economic  ramifications  out  certainly  socially  undesirable 
ramifications.  The  child  receiving  a  free  or  reduced  price  meal  will  become  quite 
obvious  when  a  dual  serving  program  is  operational.  Further,  it  is  not  impossible 
to  conceive  that  in  many  states  such  a  dual  program  may  not  be  possible  due  to 
lack  of  facilities.  Therefore,  we  can  readily  expect  there  will  be  a  certain  number 
of  districts  which  will  experience  substantial  decreases  in  participation  by  the 
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paying  student  which  in  turn  will  result  in  cost  increases  for  free  and 
price  meals  as  volume  decreases. 

It  is  not  inconceivable  that  the  future  may  have  a  School  Lunch  Program 
which  provides  meals  only  to  the  free  and  reduced  price  students  or  those  who 
have  been  defined  as  the  truly  needy.  We  would  further  like  to  call  to  the  Com* 
mittee'8  attention  the  impact  that  the  lack  of  availability  of  agricultural  surplus 
foods  will  have  on  the  paying  child's  meals.  Donated  meats  have  provided  highly 
acceptable  components  of  school  lunches.  Under  the  proposed  program,  they 
would  be  available  only  to  the  (poverty)  truly  needy.  This  again  is  going  to  add 
to  the  dual  program  distinction.  We  implore  you  to  take  a  long  cold  look  at  any 
reduction  in  commodities  for  all  nutritious  school  lunches  served  to  all  students. 
This  program  has  been  mutually  beneficial  to  agriculture  and  to  the  recipients* 

Further,  we  call  to  your  attention  that  the  use  of  agricultural  surplus  not 
only  goes  to  schools  but  also  to  a  large  number  of  welfare  organisations  such  as 
the  Salvation  Army,  Catholic  charities,  and  many  missions  for  the  truly  needy. 
In  addition,  this  program  has  provided  an  immediate  source  of  food  for  disaster 
relief.  This  is  the  one  Federal  program  that  has  been  of  assistance  to  those  provid- 
ing meals  to  the  truly  destitute. 

In  summation,  the  impact  of  the  proposed  reductions  go  far  beyond  a  cash 
reduction.  We  see  that,  after  almost  three  and  one-half  decades  of  school  lunch 
rooms  being  a  common  meeting  place  of  students  from  every  economic  back- 
ground, race,  color,  and  creed  with  a  common  nutrition  bond  of  well-prepared, 
balanced  meals,  the  lunch  programs  potentially  being  converted  into  feeding 
stations  for  the  truly  needy  with  fast  food  lines  for  those  who  have  been  defined 
as  able  to  pay  for  their  own  lunches.  This  development  of  a  social  and  economic 
distinction  will  have  a  very  undesirable  impact  on  the  youth  of  our  nation. 

The  eligibility  changes  for  free  and  reduced  price  meals,  by  elimination  of  the 
hardship  provision,  will  undoubtedly  transfer  a  number  of  students  who  were 
eligible  for  free  meals  in  the  past  into  the  reduced  price  category  and  a  number 
of  the  reduced  price  into  paid  meals.  The  impact  of  this  change  in  status  will 
convert  a  substantial  number  of  students  back  to  carrying  lunches.  There  is 
sufficient  evidence  that  the  contents  of  bag  lunches  lack  balanced  nutrition. 
Further,  the  fact  that  bag  lunches  are  stored  in  school  lockers,  etc.,  for  three  to 
five  hours  without  refrigeration  does  pose  a  potential  health  hazard. 


Increased  cost  to  the  paying  child  does  decrease  participation.  The  Elgin 
School  District  increased  the  lunch  price  5  cents  on  Februray  2, 1981.  By  February 
28,  participation  dropped  12  percent.  Can  we  surmise  what  will  happen  if  35  cents 
is  added  to  the  student  cost  for  lunch? 

During  fiscal  year  1980,  Federal  reimbursement  amounted  to  approximately 
$120  million.  This  amount  was  not  only  matched  but  exceeded  by  student  pay- 
ments and  State  contributions.  These  combined  food  service  dollars  of  $240  to 
$300  million  annually  are  in  turn  paid  out  in  taxable  wages,  purchase  of  food, 
equipment,  and  supplies.  The  impact  of  the  proposed  fiscalyear  1982  program 
reductions  could  reduce  this  flow  of  dollars  by  50  percent.  The  economic  results 
of  this  reduction  would  have  a  very  negative  effect  on  the  business  community 
and  possibly  the  loss  of  up  to  8,000  jobs  in  Illinois  alone. 

In  summary,  it  appears  to  us  that  the  proposed  budget  cuts  eliminate  the 
commitment  which  was  made  in  1946  by  the  79th  Congress  to  the  people  of 
America  to  make  available  a  well-balanced,  nutritious  lunch  to  children  of  school 
age. 

We  thank  you  for  listening  to  our  views  and  we  leave  you  with  one  final  thought. 
Before  we  cut  too  deeply  into  agricultural  programs,  it  might  be  well  to  remember, 
but  for  our  nation  being  blessed  with  six  inches  of  Mother  Earth's  finest  top 
soil  and  God-given  rains,  none  of  us  would  be  here  to  discuss  these  programs. 
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Aid  to  Families  with  Dependent  Children 


I.  The  "Regular  AFDC  Profraai  -  648.722  people 
Congress  established  AFDC  in  I93S  to  provide  income  for 
children  whose  fathers  were  absent  due  to  death,  desertion, 
or  divorce.  The  states  were  given  the  responsibility  to 
administer  the  program  and  to  determine  the  grant  levels. 
The  Federal  Government  pays  50%  of  the  cost  of  Illinois' 
AFDC  program;  the  stale  pays  the  other  50%. 

How  Urge  is  A  Typkml  AFDC  Fmmtify? 

The  vast  majority  of  AFDC  families  consist  of  a  mother  and 
her  children.  (In  a  few  cases  some  other  relative  is  the 
grantee.  A  family  is  eligible  if  there  is  a  disabled  father  in 
the  home.)  The  average  number  of  children  per  family  has 
declined  from  3»/r  ten  years  ago  to  2V4  today,  showing  the 
effect  of  birth  control  services.  J7%  of  AFDC  families 
consist  of  a  mother  and  one  child. 
How  Lout  Don  The  Typkml  Fmmtify  Slmy  On  AFDC? 
The  average  stay  on  AFDC  is  less  than  three  yean.  This 
shows  that  most  of  the  mothers  need  help  only  in  a  crisis 
period,  and  manage  to  become  self-supporting  again.  Those 
families  which  stay  on  the  rolls  for  a  long  time  are  headed 
mainly  by  women  with  poor  health,  few  marketable  skills,  or 
serious  mental  and  or  emotional  problems. 


hi  IHaoto  (down  from  720000  in  1973) 
Comfi  Moot  AFDC  Mommn  Son 


rTmrnkju 


About  7%  of  the  mothers  are  esnployW,  and  r 
to  supplement  their  low  wages.  (An  employed  recipient  amy 
have  total  income  which  exceeds  the  regnal r  AFDC  grant 
by  $30  per  month,  phis  1/3  of  gross  aahuy.) 

Although  the  original  purpose  of  AFDC  was  to  enable 
mothers  to  stay  home  and  care  for  their  children,  federal 
policy  now  requires  those  with  no  pre-schoolers  to  register 
for  employment.  Yet  very  inadequate  help  is  given  most 
registrants  in  securing  jobs.  Perhaps  half  of  all  AFDC 
mothers  could  work  If  job  training,  better  job  placement 
service,  and  adequate  child  care  were  available.  (**  Adequate 
child  care"  isa  very  important  issue,  as  many  AFDC  families 
live  in  "dangerous  neighborhoods"  and  mothers  greatly  fear 
leaving  their  children  unsupervised.) 

CamV  The  Abmtmt  FoMms  Samps*  Thorn  fi    ■    » 

Fathers  are  taken  to  court  and  required  to  provide  some 
support  if  they  are  able.  A  high  percentage  of  the  fathers  arc 
unemployed,  employed  at  low  wages,  or  cannot  be  located. 


2.  The-AFDCl  "(I  nemployed  Parent)  Program  -  33.203  people  la  Illinois  (down  from  50.000  in  1973) 


Since  I960  Congress  has  permitted  the  states  to  give  AFDC 
to  families  with  fathers  living  in  the  home,  provided  the 
fathers  meet  certain  requirements.  Currently  they  must: 

a.  be  unemployed,  or  employed  less  than  100  hours  per 
month. 

b.  have  exhausted  their  unemployment  benefits,  or  be 
receiving  benefit*  which  are  so  low  that  the>  must  be 
supplemented  up  to  the  welfare  standard. 

c.  have  worked  within  the  last  four  yean. 


Young  fathers  with  no  work  history  are  excluded,  so  the 
system  gives  them  no  incentive  to  stay  with  their  famines. 

Very  recently  a  court  decision  has  required  that  this  program 
be  made  available  to  families  in  which  the  aseeher  meets  the 
above  requirements,  provided  both  parents  are  in  the  home. 
Even  so.  this  is  a  relatively  small  program  in  lUiaois.  The 
number  of  families  at  any  given  time  averages  somewhere 
around  5%  of  all  AFDC  families.  The  exact  Dumber  depends 
on  the  current  unemployment  rate,  and  hence  oa  the  stale  of 
the  economy. 


The  grants  are  identical  in  the  AHX -Regular  and  AUK'-U  programs. 


I  GRANT  |Since   ,973-   ,,,ino'*  *>**  operated  on  a  "flat 

I Igrant"  vystem      a  flat  amount  for  a  family  of  a 

given  si/e.  regardless  of  ages  of  members,  amount  of  rent, 
or  special  needs.  However,  the  amounts  vary  according  to 
counties.  Theoretically,  the  "Group  I"  counties  have  the 
highest  rental  costs,  and  the  "Group  III"  counties  the  lowest. 
The  flat  grants  were  raised  January  1981  to  the  following 
figures: 

Croup  1  Group  II  Group  III 

Counties*         Counties"       Counties*** 


Family  n/e 


25* 

392 

Hi 

434 
4*5 
554 


23* 
214 
34S 

413 
477 
S3* 


2tS 

2SI 
399 
374 
434 


Cook.    DeKalb.    DuPift.   Kane.    Kankakee. 

Kendall.  Lake.  Mc Henry.  Ogle.  Whticiide.  Winnebago.  Woodford 
"Adam*.  Bureau.  Carroll.  Clinion.  Cole*.  DeWm.  Douglas.  Effingham, 

Ford.  Fulton.  Grundy.  Henry.  Iroqnoit.  Jackton.  JoDevieu.  Knox. 

LaSalle.    Lee.    Livingston.    Logan.    Macon.    Macoupin.    Madison, 

McDonough,  McLean.  Mercer.  Monroe.  Morgan.  Mouhnc.  Peoria. 

Pull.    Putnam.    Rock    liland.   Sangamon.   Si    Clair.  Stephenson. 

Tawwcll.  Vermilion.  Wabash.  Warren.  Will. 
••All  Others 


I  n  addition,  a  family  is  eligible  for  medical  care,  aad  for  food 
sumps  in  an  amount  dependent  on  such  variables  as  amount 
of  income  and  homing  costs.  A  family  of  four  m  a  Group  I 
county,  getting  a  grant  of  $368.  might  get  a  food  stamp 
bonus  as  follows: 


Monthly  Rent 

Flat 

Fond 

Total 

A  Utility  Cost 

Grant 

Stamps 

lucent 

IM 

3a 

IS* 

sn 

JW 

3a 

145 

533 

22t 

3a 

171 

S3* 

24* 

3a 

177 

S4S 

244) 

3a 

183 

SSI 

The  income  of  Illinois  AFDC  families  is  well  below  the 
Federal  "Poverty  Line."  Consider  how  a  family  of  four  with 
housing  expenses  of  $260  can  nsaangein  1981  on$lS3  worth 
of  food  sumps  and  $108  for  ALL  OTHER  expenses!  Real 
spendable  income  of  AFDC  famines  has  dropped  50%  in  the 
last  six  years  ( see  chart  on  page  8);  the  gram  plus  food  stanap 
bonus  has  risen  only  35%  in  a  period  when  the  con  of  living 
has  risen  about  70%! 
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General  A  ssistance 


I  mmQQ       w""|  General  Aisittance  is  nunnd  cntttely  by 
'  J  ill  cc  and  local  governments  for  people  who 


arc  inehgtbk  for  rtie  federally -aided  categonei  discussed 
Usually'  these  p<rn-ple  tall  into  one  pf  the  following  groups. 

a.  low-Uilkd  individual*  unemployed  and  meUgtbk  For 
AFIX.  or  for  untmplovmcnl  benefit* 

b.  pernm*  in  poor  healih  but  nor  technically  disabled 

c.  mentally  or  emotionally  ill  persons 

d.  people  willing  to   be  declared  eliphle  For   ATDC  or 
SSI 

c.   a  few  large  la  mi  ties  headed  by  men  with  wry  low  wages, 
which  must  be  supplemented  up  to  the  welfare  standard. 

The  General  Assistance  programs  in  Illinois  Tall  into  Ihree 
grouping 

I    The  locally-financed  programs  -  Ifr.lll  persona 

These  arc  supported  cMirel*  by  (ocai  funds  1  including  ir> 
some  case*  federal  revenue-sharing  Funds} And  adrninistfied 
by  the  townships,  ihemseUe*  without  state  *urervi*ion  t  In  a 
few  countfe*  without  townships,  the  counue*  opera  ie  (he 
programs!  AJmosl  ill  the  ruks  are  locally  nude 

2.  The  ftale-aidcd  township  program*  -  6^1*  persons 

A  few  townships  with  hifh  unemployment  raici  h**e  large 
enough  General  Assistance  caseloads  to  qualify  for  the  slate 
aid.  They  mult  then  abide  bv  certain  stale  rules  Grant*  musl 
be  no  higher  than  grants  in  the  AUK'  and  SSP  program* 
Most  of  the  Ipwitshipi  in  this  group  are  in  ihr  E  Si.  LoUn, 
Alton,  mal  entfeme  Southern  Illinois  areas 

3.  The  slate-opera  led  program  in  Chicago 

71217  persons  tup  From  h2,?4n  in  June  I9T*> 

In  Chicago  only.  General  Assistance  n  administered  by  the 
I  DP  A.  and  financed  with  city  and  slate  lundt  The  numher 
of  recipients  >arie*  pi  ji  \\  From  month  to  month,  depending 
on  the  economy. 


I  (jjjjiyf  I Each  ol  i he  locally  Roamed  township  programs. 

I '  '        Jsets    Hi    own    irrani    revel*     In   toe  state-aided 

program*,  famtbtt  receive  the  iimr  amount  a*  ihe  *>V  PC 
flat  grant.  Individuals*  monthly  grant*  arc  figured  as  Folio Wi 
in  the  Chicago  G   A   program 

r.  r .1  \.,,u 

Food I  AWM 

Ootbmi 1.77 

Mouiehotd  Supplies 2M 

"Personal  Essential*"  . , . tl-42 

HiMittnt  l:ip*ni*c 

RctiI  *  Heal  up  to  ... , SI  I  J.  TO 

Kkcirieit>.  .  . . ».       5J5 

Cooking  Gab  up  io 340 

1121  25 

Grand  Tout   up  lo  itKih* 

In  add tii on.  a  General  A*n*t*nte  recipient  n  a  nut  fed  to 
approximately  170  worth  ol  lood  slam  pi  each  month 
bringing  total  income  to  about  125.1  eg 

Fl  we  compare  these  figure*  with  the  actuafcost  of  ncct*>.Ties 
m  i  he  cities  of  Illinois,  can  *e  realistically  ctpcii  anyone  to 
live  on  ihi*  (JMsltsf!  Ho*,  then,  do  vie  expect  himor  hci  lo 
obtain  a  li«i*iJh*od?  Ate  we  Forcing  people  into  criminal  or 
■  Lfejpl  activities  because  of  our  un»iLlingnc«i  to  provide  a 
reasonable  grant1? 

General  Assntince  rccipjcnti,  like  recipient*  ol  Ihc  other 
programs,  receive  cntttkmeot  cards  »h«h  they  may  uae  to 
obtain  medical  ca*e  Howwr,  many  medkaletpensn  art 
not  covered  Most  dentak  and  optomelric  n«di  irT  noi  met 
Ihu»  the  General  Assistance  medical  program  in  effect 
promotes  the  wurtcni/ia.  of  health  until  much  larger  medrca I 
hitli  muM  he  paid  lor  more  scnuu* conditions.  ( By  that  lime, 
the  Stare  apparently-  rcavnriv  ihe  rfiCip-ltnl  will  be  chgibk  For 
a  prog/am  *hefC  the  Federal  Government  hi  1 1  p»v  at  Least 
halFoflhe  bill.  I 


Out  of  the  53  years  that  I  have  lived  oh  this  earth,  25  oF  those  yea^s  were  spent  working,  paying  la  set.  doing 
voluntary  humane  work  and  trying  to  obey  the  laws  of  ttnt  land  to  the  best  of  my  ability.  For  the  last  g 
years  I  have  been  »*««>  on  public  aid  due  to  very  poor  health,  both  mentally  and  ph^ically. 
I  n  my  case ,  the  S  tale  has  been  of  no  asaittance  in  he  I  ping  me  to  a  E  lain  eil  he  r  a  n  adequate  g  ra  nt  onjBcqunc 
^rlf  iuppon  In  fact.  Ihe  General  Antalance  category ,  which  I  am  in,  n  iniiru mental  in  keeping;  their 
recipients  Irnm  either  receiving  an  adequate  grant  or  adequate  Mll'suppnrt  GA  doesn't  provide  the 
tieoeiulhct  thai  one  must  have  in  order  to  seek  •  job 

As  for  the  necessities  of  life,  my  grant  at  the  present  time  is  S 1 4.1  Jfi  plus  $5300  in  I  pod  111  mpt.  Oul  of  thil 
gnnt,  I  pay  IP  MM)  for  rent  of  a  three-room  basement  apartment,  which  li  too  cold  and  damp  For  mt 
because  of  my  particular  ailments  fn  addition,  I  pay  12.00  for  check  cashing,  M°5  for  phone  service. 
appro* Efliatery  SA  00  per  month  for  electric  service.  51  45  for  my  rental  money  order  This  adds  up  to 
S 10 1.90  which  kaves  me  ll.TO  far  clothing,  proper  denial  care,  optometry  care,  carfare,  payment  to  Ihe 
currency  exchange  For  light  and  phone  biU,  and  other  personal  items  one  must  have  in  order  to  keep  From 
living  m  filth  and  being  unkempt  in  appearance 

-  statement  by  Elizabeth  Adkjns. 

rectpjenj  livmg  on  Chicago's  South  Side. 

January,  l*MI 
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Medical  A  ssistance 


MEDICAL  ASSISTANCE.  NO  GRANT  (MANG) 

(Also  called  "Medicaid") 
197.662  people,  about  half  of  whom  also  get  SSI 
M  ANG  recipients  receive  medical  assistance  only.  They  get 
no  cash  grant  from  the  state:  however,  a  majority  of  them  do 
receive  the  federal  SSI  check.  The  rest  have  income  from 
employment  or  some  other  source. 

As  is  the  case  with  AFDC.  MANG  is  administered  by  the 
state,  with  the  federal  government  paying  half  the  cost.  The 
state  sends  MANG  recipients  a  green  "medical card"  similar 
to  that  sent  to  cash  grant  recipients.  The  card  authorizes 
doctors,  dentists,  hospitals,  pharmacies,  etc.,  to  bill  the  state 
directly.  (Not  all  medical  practitioners  are  willing  to  accept 
the  card.) 

MANG  is  available  only  to  the  same  categories  of  people  as 
SSI  and  AFDC  (over  65.  blind,  disabled,  or  members  of 
families  without  employed  fathers  in  the  home).  Their  assets 
and  income  must  be  below  a  certain  level.  If  their  income  is 
above  that  level,  but  they  have  extensive  medical  needs,  they 
can  get  the  medical  card  only  il  they  turn  over  to  the  state  all 
income  above  that  level.  Thus  MANG  recipients  must  live 
on  a  very  low  standard,  as  follows: 
Families  who  get  MANG  must  live  on  the  AFDC  standard 


for  Group  I  counties,  even  if  they  live  in  other  couaties. 
Thus,  a  family  of  three  mutt  live  on  $302.  a  family  of  f oar  on 
$368.  etc.  All  other  income  most  be  tamed  over  to  the  state 
in  return  for  a  medical  card. 

Persons  over  45,  band,  or  disabled,  who  receive  Social 
Security  or  other  pension,  are  required  to  live  on  S223  a 
month  and  turn  over  all  other  income.  Persona  whose  only 
income  is  SSI  need  not  turn  over  any  of  their  income: 
however,  persons  receiving  SSI  end  Social  Security  or  other 
pension  may  be  required  to  live  on  $223  a  month,  depending 
on  the  amounts  of  the  SSI  and  pension  checks.  (This  a 
obviously  confusing  and  also  unfair  to  many.) 

Congress  permits  states  to  grant  MANG  to  people  whose 
income  is  up  to  I334r  higher  than  the  grant  levels  Illinois 
formerly  set  the  MANG  standard  higher  than  the  level  of 
welfare  grants:  however,  in  recent  years  it  has  been  lowered 
to  the  welfare  grant  level. 

AID  TO  THE  MEDICALLY  INDIGENT  —  6000  people 
This  is  a  new  state  program  which  is  growing  rapidly.  It  pays 
the  medical  bills  of  low-income  people  who  arc  ineligible  for 
MANG.  An  individual  is  eligible  if  his  income  for  a  thin 
month  period  is  $474  or  less;  a  family  of  four,  if  three-month 
income  is  $945  or  less. 


Food  Stamps 


867.906  persons  (of  whom  all  but  about  100.000  also  get  cash  grants) 


The  Federal  Food  Sump  Program,  begun  in  1964.  is 
available  to  all  U.S.  residents  whose  income  and  assets  fall 
below  a  certain  level.  All  recipients  of  cash  grants  are 
eligible:  so  are  many  other  low-income  people,  but  many  are 
unaware  of  their  eligibility  and  do  not  apply. 

The  rules  and  benefit  levels  for  the  Food  Sump  program  are 
decided  by  Congress.  The  benefit  levels  are  adjusted 
annually,  tied  to  the  Consumer  Price  Index.  Nationally,  the 
program  is  administered  by  the  Department  of  Agriculture 
(although  the  other  federal  welfare  programs  fall  under 
Health  and  Human  Services).  Locally.  Food  Sumps  are 
administered  by  the  Illinois  Department  of  Public  Aid. 
which  sends  recipients  a  card  each  month  authorising  them 
to  pick  up  a  certain  quantity  of  free  sumps  from  currency 
exchanges  or  certain  banks.  The  sumps  can  be  used  only  to 


bu>  food. 

A  complicated  formula  is  applied  to  determine  the  quantity 
of  food  stamps  which  a  person  or  family  may  have.  Income. 
child  care  expenses,  rent  and  utility  costs,  and  age!  for  senior 
citizens)  are  all  considered.  Unfortunately  the  formula  is  too 
complicated  to  explain  in  deuil  here.  People  who  think  they 
may  be  eligible  should  apply  at  any  office  of  the  Illinois 
Department  of  Public  Aid  and  inquire  what  their  benefit 
level  might  be.  Many  social  service  agencies  can  also  provide 
this  information.  In  Chicago,  one  may  call  the  Food  Sump 
Hotline  (312-663-4157). 

Until  1980.  benefits  were  increased  semiannually  to  keep  up 
with  inflation.  In  1980  Congress  voted  to  increase  them  onl> 
once  a  year.  They  were  raised  1 1**  in  January.  1981 . 


W h^  Should  The  Religious  Community  Be  Concerned? 

The  Judeo-Christian  tradition  has  historically  called  people  of  faith  to  a  concern  for  the  weD-betag  of  all 

persons,  especially  the  poor.  The  call  to  seek  justice  for  the  poor  and  oppressed  is  deeply  rooted  in  the  Jewish 
and  Christian  traditions. 

These  faiths  affirm  that  the  God  we  trust  in  is  a  God  who  loves  us  and  wills  our  well-being  not  only  for  us  hat 
for  the  whole  family.  In  fact  the  Lord  of  the  world  is  particularly  concerned  about  the  weak,  the  poor,  the 
hungry  and  the  oppressed.  As  God's  people  in  the  world,  we  arc  called  by  God  to  care  for  the  poor,  to  "cease  to 
do  evil,  learn  to  do  good,  seek  justice,  relieve  the  oppressed,  defend  the  fatherless,  and  plead  for  the  widow" 
(Isaiah  1:17). 

When  Jesus  said,  "The  poor  you  have  with  you  always."  he  was  not  saying.  "There's  nothing  you  can  do  about 
the  poor."  He  was  recognizing  the  reality  of  the  ever-present  poor.  In  fact,  when  Jesus  first  proclaimed  the 
purpose  of  his  ministry  at  the  synagogue  in  Nazareth,  he  quoted  from  Isaiah,  proclaiming  that  he  had  been 
sent  "to  preach  the  good  news  to  the  poor  ...  to  set  at  liberty  those  who  are  oppressed  ..."  We  might  ask 
ourselves  whether  our  welfare  programs  and  proposals  really  represent  good  news  for  the  poor  and  whether 
through  them  recipients  are  brought  new  freedom  from  oppression. 
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What  Can  Illinois  Citizens  Do  To  Help? 

There  ire  many  things  which  Ittftnl  cttittn*  ctptrtalry  »hen  worlijij  together  in  church  aioupiand  other 
organisation*  tan  dn  to  help  (*rlT«rr  recipient*  First,  they  tin  support  legislative  programs,  it* and  ihev 
can  develop  nun)  kind*  of  project 

SI PPURT  LEGISLATION  IN  SFRIM.HM  D 

i     £i>Ufli  i^wJj  fkvukt  be  taint. 

For-vearslllinon  law  ha*  Stated  Ehat  public  aid  granll  must  prnvide'a  livelihood  rompafjble  with  tie* lift  end 
well-being  **  In  J%3  the  1DPA  decided  on  grant  levels  which  could  be  atiumcd  to  provide  thai  standard, 
allhouf  h  minimally  From  1943  10  1972.  allowance*  were  raised  periodically  according  1o  changes  in  the 
Consumer  Price;  IndeA  In  October  l*7*L  a  10*7  cml  -oHaving  increase  **i  granted  m  all  programs  Over  the 
next  *m  year*,  the  tost  of  living  rote  almost  7*1  but  gram*  were  railed  only  l$%  Less  and  lc«  could  the 
grants  be  said  lo  provide  "a  livelihood  compatible  with  health  and  well-being" 

I  Uinoni  lag*  behind  other  industrial  stales  m  granting  weUart  increase*  Ai  one  time.  Illinois'  AFDC  giant  vo 
among  the  three  or  four  highest  in  tte  nation  In  recent  >ea ri,  llurupi* gram  bat  ranked  about 23rd  among  the 
W  stales,  even  though  lUtnnii  is  one  u|  the  richest  state*  in  the  nation.  fiVe  rham  on  page  8}  This  u  in 
intolerable  situation.  From  (he  point  of  view  ol  anyone  who  belk-vca  that  the  need*  of  persons  who  cannot 
support  themselves  should  be  met  by  the  pubis  program 

,*    5^  fact  fm  and  n  haot  carfare  retarget  tfaukt  he  aatvedfur  *  effort  fomiliri 

Since  ihf  buying  power  of  the  welfare  grant  keep*  dec  lining,  some  way  should  be  found  m  give  ionic  relief  to 
lamilie*  wilh  children  tn  school  Otherwise,  Ihe  high  coil  ol  school  fen  and  sch col  CI rfa re  fin  tome icfavt 
diiiruti  at  Iran)  wdl  continue  to  cause  children  to  drop  out. 

J     \ft<rf  and  better  matsianr*  ihoufd  he  sjiwn  at  empluiahir  reripsrnti  *-ha  wani  la  find  fo6i. 

In  recent  yean  the  state  has  had  a  piloi  project  in  which  trained  counselor*  help  recipient!  to  negotiate  the 
male  of  bureaucratic  red  lape  which  keep*  many  from  getting  into  employment.  Giber  counselors  aid  wmb 
actual  gob  placement.  The  pilot  project  hai  been  very  lucccwful  and  should  be  greatly  expanded 

4    MASii  tttfibtfitv  itvth  should  he  raurd.  end  inequities  in  thn  area  carreeted. 

In  l°#U  a  bill  passed  the  lllinoit  Senate  which  would  raise  M  ANfi  income  eligibility  leveti  to  \3Jty  ofthecaih 
|rtnl  level  L'nlortunatcly  the  bill  failed  in  the  Houk.  It  ihould  be  reintroduced  and  paiscd  The  Stale  ihould 
give  medical atmta nee  so  needy  people  whote  income  njuitihoirihe  welfare  grant  level,  Iflheyca&Aoipay 

lur  adeqiult  medical  care,  they  will  be  forced  onlo  welfare  themielvti 

J     Tne  n&  vi  the  Uaff  of  ihe  tUmnn  Department  of  Puff U  Aid  ihauid  be  jfWJi/.t  ifureated 

Applicant  and  recipient  continually  vufler  because  of  lack  of  adequate  tervicet,  even  lervieea  to  which  they 
are  legally  entitled,  due  to  inadequate  «afl 

4     Tite  reeo mmtndanom  mode  it  i  f  he  Co mmu  jj*w  m  Revise  the  Pubitc  Aid  Code  should  be  enacted  furo  fa  * 

Almost  ail  of  cheic  return mendatirmi.  now  m  bill  form,  would  help  public  aid  recipienli  They  include  the 
1  oil  owing  fpluf  morti  more}  the  public  aid  gra  m  standard  aJi  ould  be  set  m  a  percentage  or  Ihe  FedttaJ  Poverty 
Level  (Thr  ir£tilafu+r  vtiufd  deride  ort  ihe  prnrenta&e  t-6  rV  j>tti  tited  «r  ft  veer.  IT  fit  lame  grant  itandard 
*ouild  he  u*ed  for  General  Ainunce  ai  for  AFDC  (Thin  won  id  prevent  some  townthipt  from  Rttiminf  h 
negtisttbir  amount.}  Uniform  medical  auittante  slandardi  would  be  extended  lo  General  Anitiance 
Lmtfgency  ai&tsLance  would  be  improved    So  would  many  administrative  procedure! 

The*  Legnlanve  uuki  are  being  addressed  by  the  Puhhc  Welfare  Coauiiart,  JO  N,  rHicbtgan.  Rm  mo. 
Chicago  60602  <112-2Jo-S.1tWH,  ind  by  Ihe  lllmoit  Comonium  on  Governmental  Cnncerns.  M«  S.  ?|l. 
Springfield  b27Q$  (2  i2-S**^j4jll   For  inlormation,  contact  enter  of  the»  oiganifalioru 

EXAMPLE  OF  PROJECTS  VOL!  CAN  UNDERTAKE 

PhMh:  Aid  Food  Bud/ret"  ' 

Some  under-, landing  of  the  feelings  and  frustration!  of 

public  a»isiahcc  families  can  be  gained  by  subsisting 

on  a  "welfare  budget"  for  a  specdic  period  of  hme   - 

sa>  one  weak  or  one  month.   Allocate  yourself  the  fame 

amount  of  spendable  income  that  a  tamuy  on  welfare 

the  same  *l*e  **  youri  would  receive      (See  the  tabic 

of  graa><  levels  under  AFDC  in  *  previous  «vtion;  add  about  55*  ai  food  tilamp  bonus,  subtract  houimi 

costs  and  othct  cssentiaU.  and  compute  the  food  budget  which  would  remain  I  TobeFtiT.iian  wiihanemnty 
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Statement  of  the  Illinois  State  Board  or  Education 

The  Illinois  State  Board  of  Education  administers  seven  Child  Nutrition 
Programs  for  the  United  States  Department  of  Agriculture. 

We  appreciate  this  opportunity  to  piesent  our  evaluation  of  the  proposed 
1982  budget  cuts  as  they  affect  the  Cnild  Nutrition  Programs  in  Illinois.  We 
will  not  bore  you  by  repeating  the  data  shown  on  charts  A  and  B  attached  to 
copies  of  this  presentation.  To  simply  summarize  the  impact  of  these  declining 
reimbursements,  we  estimate  that,  as  a  result  of  the  cutbacks  in  the  fiscal  year 
1981  Omnibus  Reconciliation  Bill — Public  Law  96-499,  and  the  proposed  fiscal 
year  1982  budget  cuts,  the  loss  to  Illinois  Child  Nutrition  Programs  will  be  40 
to  50  million  dollars  annually. 

Rather  than  reiterating  the  impact  on  Illinois  in  dollars  alone,  we  would  like 
to  share  with  you  how  we  see  the  past  and  future  of  the  school  lunch  programs 
in  our  State.  In  1946,  the  Congress  of  the  United  States  passed  the  first  National 
School  Lunch  Act.  Incorporated  therein  as  a  policy  statement,  "It  is  hereby 
declared  to  be  the  policy  of  Congress,  as  a  measure  of  national  security,  to 
safeguard  the  health  and  well  being  of  the  nation's  children  and  to  encourage 
the  domestic  consumption  of  nutritious  agriculture  commodities  and  other 
foods,  by  assisting  the  states,  through  grants  in  aid  and  other  means,  in  pro- 
viding an  adequate  supply  of  foods  and  other  facilities  for  the  establishment, 
maintenance,  operation,  and  expansion  of  nonprofit  school  lunch  programs. 
I  bring  to  your  attention  the  portion  of  the  preamble  referring  to  national  security. 
This  was  the  result  of  General  Hershey,  head  of  Selective  Service  during  World 
War  II,  finding  that  the  equivalent  of  10  divisions  of  men  were  rejected  for  causes 
directly  traceable  to  malnutrition  in  their  youth. 

While  we  do  not  generally  view  the  purpose  of  Child  Nutrition  Programs  as 
developing  tomorrow's  military  personnel,  healthy,  well-nourished,  youths  are 
unquestionably  priceless  national  assets. 

During  the  last  decade,  Illinois'  participation  in  the  National  School  Lunch 
Program  has  grown  from  149  million  lunches  annually  to  172  million  iu  1080, 
an  increase  of  23  million  meals  annually.  We  would  further  point  out  that  this 
growth  is  in  spite  of  declining  enrollment  in  our  schools. 

With  the  competitive  pricing  edge  gone,  the  School  Lunch  Programs  will 
very  likely  have  to  convert  to  a  large  extent  to  the  fast  food  type  of  meals  to 
attract  the  paying  students  and  meet  fixed  costs.  This  conversion  will  be  further 
accelerated  by  the  proposed  elimination  of  the  Nutrition  Education  and  Train- 
ing Program. 

One  of  the  ultimate  goals  for  the  School  Lunch  Programs  has  been  to  provide 
students  with  sufficient  knowledge  of  food  and  nutrition  to  make  intelligent 
choices.  The  proposed  1982  budget  eliminates  this  program  and  its  educational 
contribution. 

The  choice  of  nutritious  well-balanced  meals  will  no  longer  have  an  economical 
advantage  and  will  be  limited  in  its  acceptance  by  the  paying  child.  This  in  turn 
will  have  an  impact  on  cost,  where  there  are  dual  programs  running  parallel, 
and  we  are  realistic  enough  to  envision  the  emphasis  being  placed  on  the  paying 
clientele.  This  clientele  in  Illinois  represents  over  54  percent  of  the  total  meals 
served,  and  in  high  schools,  a  much  higher  percentage.  Therefore,  the  impact 
will  have  not  only  economic  ramifications  out  certainly  socially  undesirable 
ramifications.  The  child  receiving  a  free  or  reduced  price  meal  will  become  quite 
obvious  when  a  dual  serving  program  is  operational.  Further,  it  is  not  impossible 
to  conceive  that  in  many  states  such  a  dual  program  may  not  be  possible  due  to 
lack  of  facilities.  Therefore,  we  can  readily  expect  there  will  be  a  certain  number 
of  districts  which  will  experience  substantial  decreases  in  participation  by  the 
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paying  student  which  in  turn  will  result  in  cost  increases  for  free  and 
price  meals  as  volume  decreases. 

It  is  not  inconceivable  that  the  future  may  have  a  School  Lunch  Program 
which  provides  meals  only  to  the  free  and  reduced  price  students  or  those  who 
have  been  defined  as  the  truly  needy.  We  would  further  like  to  call  to  the  Com- 
mittee's attention  the  impact  that  the  lack  of  availability  of  agricultural  surplus 
foods  will  have  on  the  paying  child's  meals.  Donated  meats  have  provided  highly 
acceptable  components  of  school  lunches.  Under  the  proposed  program,  they 
would  be  available  only  to  the  (poverty)  truly  needy.  Tnis  again  is  going  to  add 
to  the  dual  program  distinction.  We  implore  you  to  take  a  long  cold  look  at  any 
reduction  in  commodities  for  all  nutritious  school  lunches  served  to  all  students* 
This  program  has  been  mutually  beneficial  to  agriculture  and  to  the  recipients. 

Further,  we  call  to  your  attention  that  the  use  of  agricultural  surplus  not 
only  goes  to  schools  but  also  to  a  large  number  of  welfare  organisations  such  as 
the  Salvation  Army,  Catholic  charities,  and  many  missions  for  the  truly  needy. 
In  addition,  this  program  has  provided  an  immediate  source  of  food  for  disaster 
relief.  This  is  the  one  Federal  program  that  has  been  of  assistance  to  those  provid- 
ing meals  to  the  truly  destitute. 

In  summation,  the  impact  of  the  proposed  reductions  go  far  beyond  a  cash 
reduction.  We  see  that,  after  almost  three  and  one-half  decades  of  school  lunch 
rooms  being  a  common  meeting  place  of  students  from  every  economic  back- 
ground, race,  color,  and  creed  with  a  common  nutrition  bond  of  well-prepared, 
balanced  meals,  the  lunch  programs  potentially  being  converted  into  feeding 
stations  for  the  truly  needy  with  fast  food  lines  for  those  who  have  been  defined 
as  able  to  pay  for  their  own  lunches.  This  development  of  a  social  and  economic 
distinction  will  have  a  very  undesirable  impact  on  the  youth  of  our  nation. 

The  eligibility  changes  for  free  and  reduced  price  meals,  by  elimination  of  the 
hardship  provision,  will  undoubtedly  transfer  a  number  of  students  who  were 
eligible  for  free  meals  in  the  past  into  the  reduced  price  category  and  a  number 
of  the  reduced  price  into  paid  meals.  The  impact  of  this  change  in  status  will 
convert  a  substantial  number  of  students  back  to  carrying  lunches.  There  is 
sufficient  evidence  that  the  contents  of  bag  lunches  lack  balanced  nutrition. 
Further,  the  fact  that  bag  lunches  are  stored  in  school  lockers,  etc.,  for  three  to 
five  hours  without  refrigeration  does  pose  a  potential  health  hazard. 

Increased  cost  to  the  paying  child  does  decrease  participation.  The  Elgin 
School  District  increased  the  lunch  price  5  cents  on  Februray  2. 1981.  By  February 
28,  participation  dropped  12  percent.  Can  we  surmise  what  will  happen  if  35  cents 
is  added  to  the  student  cost  for  lunch? 

During  fiscal  year  1980,  Federal  reimbursement  amounted  to  approximately 
$120  million.  This  amount  was  not  only  matched  but  exceeded  by  student  pay- 
ments and  State  contributions.  These  combined  food  service  dollars  of  $240  to 
$300  million  annually  are  in  turn  paid  out  in  taxable  wages,  purchase  of  food, 
equipment,  and  supplies.  The  impact  of  the  proposed  fiscalvear  1982  program 
reductions  could  reduce  this  flow  of  dollars  by  60  percent.  The  economic  results 
of  this  reduction  would  have  a  very  negative  effect  on  the  business  community 
and  possibly  the  loss  of  up  to  8,000  jobs  in  Illinois  alone. 

In  summary,  it  appears  to  us  that  the  proposed  budget  cuts  eliminate  the 
commitment  which  was  made  in  1946  by  the  79th  Congress  to  the  people  of 
America  to  make  available  a  well-balanced,  nutritious  lunch  to  children  of  school 
age. 

We  thank  you  for  listening  to  our  views  and  we  leave  you  with  one  final  thought. 
Before  we  cut  too  deeply  into  agricultural  programs,  it  might  be  well  to  remember, 
but  for  our  nation  being  blessed  with  six  inches  of  Mother  Earth's  finest  top 
soil  and  God-given  rains,  none  of  us  would  be  here  to  discuss  these  programs. 
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CHART  A 
ANALYSIS  OF  PROGRAM  ASSISTANCE  FOR  ILLINOIS  CHILD  NUTRITION 


Program  title 


Fiscal  year  1981 
Rial  (PebfleLaw96- 


Breakfast: 
Paid.. 
Free.. 


Total. 


Sac  4 

Frea,  Sac  11 

d,  Sec  11- 


Total. 


Milk: 


Schools 

Camps. 

Daycare 

Institutions... 


Total. 


Food  sarvica  equipment  assistance: 

Schools,  reserved 

Schools,  unreserved 

Child  care  food  program 


Total. 


Child  care  food  program: 

Food  service 

Sponsors  administration.. 
Start  up 


Total. 


Summer  food  service  program  for  children: 

Food  service 

Sponsors  administration 


Total. 


1189,548  . 

8,  IS.  007  . 
101,381  . 


suisa 


8, 44*,  91* 


30,550,215 

57,081,911  . 
3,758,70 


.{      !&SMS 


»  30, 550.21$ 
2.7*875 


91,390,895        •S4.850.0Q0. 


9,445,955  . 
73,540 
7.974 
336,112 


9,883,581 


3.048,011 


510,609  . 
182,704  '. 


1,178,996 


♦294,724 


940,511 


6,839,831  . 
96,243  - 
6,539 


6,942,613  . 


2,690,141  . 
225,907 


2,916.048 


Food  distribution: 

Schools,  etc 27,758,000  { 

CCFP  cash  in  lieu 792,534 


•54,505  1 
•  3,500,000  ) 
•  103,029 


13,098,000 
270,080 


Total. 


28,550,534 


Grandtotal 149,289,585       -11,050,269  {  li'jjjJjfcS 

i  Effective  for  less  than  full  year. 

•  Based  on  no  Sec  4  assistance  for  any  school  lunch  program  or  no  assistance-reimbursement  furnished  to  the  paywf 
child,  ftmily  of  4  income  over  $15,630  annually. 

•  Reduction  in  Sec  4  reimbursement  (Public  Law  96-499). 

•  25  percent  cut  in  total  appropriation. 

•  Breakfast  program  no  longer  eligible  for  commodities. 

•  2  cents  reduction  in  commodities  and  CCFP  cash  in  lieu  of  commodities. 
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CHART  B 

ILLINOIS  MEAL  SUMMARY-SCHOOL  YEAR  1979-80,  JULY  1  TO  JUNE  10 

[Grouped  in  10  percent  brackets  by  percentage  of  free  or  reduced  price  meets  to  total  meets  eorved) 


90  to  100  percent.. 
80  to  89.9  percent. 
70  to  79.9  percent. 
60  to  69. 9  percent., 
50  to  59.9  percent. 
40  to  49.9  percent. 
30  to  39.9  percent. 
20  to  29.9  percent. 
10  to  19.9  percent. 
0.01  to  0.99  percent. 
0  percent 

Total 


Number  of 

Total  oN 

Number  of 

Number  of 

sponsors 

free  meals 

price  meats  > 

meets' 

120 

44,446,585 

*■&*?? 

52,971,952 

19 

^IftZ?0 

96,411 

1,420,583 

12 

519,611 

J5.M* 

722,841 

15 

4,332,701 

376,757 

7,322,473 

30 

1,716,455 

I4*?7 

3,324,075 

43 

2,782,355 

241,944 

6,608,456 

98 

4,443,183 

386,364 

13,644,059 

211 

4,824,030 

419, 481 

21,086,591 

415 

4,728,174 

411,146 
127,151 

34.lt2.S20 

317 

1,462,231 

26,113,925 

18 

0 

0 

338;  879 

1,296 


70,364,055 


6,118,615  167,743,854 


»  Our  data  system  does  not  break  out  separate  figure  for  free  and  reduced  price  meals;  therefore,  these  figures  ware 
computed  based  on  prior  year  percentage  of  8  percent  reduced  and  92  percent  free. 

>  Based  on  Public  Law  96-499,  where  the  reimbursement  rate  for  free  end  reduced  price  meals  was  not  reduced  in  schools 
serving  60  percent  or  more  of  all  meels  as  free  or  reduced,  88  percent  of  aH  meals  served  in  the  schools  in  this  group  are 
free  or  reduced  price  meals.  Of  the  total  meels  served  during  the  1979-80  school  year  in  Illinois,  416  percent  of  all  meals 
served  were  free  or  reduced  price.  Further,  71.6  percent  of  all  free  end  reduced  price  meals  served  were  not  affected  by 
the  rate  reduction  for  the  balance  of  fiscal  yeor  1981  (Public  Law  96-499). 


Statement  of  Champaign  County  League  or  Women  Voters 

The  nation's  22  million  poor  people  who  depend  on  food  stamps  will  face 
reductions  in  their  monthly  coupon  allotments  as  a  result  of  the  Administration's 
proposed  $1.8  billion  in  food  stamp  cuts  for  fiscal  year  1982.  Many  of  the  cuts 
are  ones  that  have  been  proposed  in  previous  food  stamp  battles  but  were  always 
successfully  removed  from  legislation. 

The  League  of  Women  Voters  supports  full  funding  for  the  food  stamp  program. 
We  believe  the  federal  government  bears  a  major  responsibility  for  providing 
income  assistance,  i.e.,  food  stamps,  for  all  persons  who  are  unable  to  work, 
whose  earnings  are  inadequate,  or  for  whom  jobs  are  not  available.  We  oppose  all 
budget  cuts  that  reduce  food  stamp  benefits  to  those  most  in  need. 

Specifically,  we  oppose  reducing  food  stamp  benefits  for  families  whose  children 
get  free  school  lunches  because  at  the  current  allotment  of  44  cents  per  meal  per 
person,  food  stamps  are  only  a  diet  supplement  and  certainly  cannot  be  seen  as 
providing  recipients  with  three  nutritious  meals  a  day.  Also,  we  oppose  retro- 
spective accounting  procedures  because  the  League  believes  that  benefits  should 
be  based  on  current  needs.  The  new  provision  would  also  add  a  heavy  burden  to 
program  administrators. 

National  economic  recovery  must  not  be  attempted  through  means  that  might 
threaten  the  very  lives  of  the  poor. 


MISSISSIPPI  HEARING 


Statement  of  Hon.  John  C.  Stennis,  a  U.S.  Senator  From  Mississippi 

I  thank  you  for  the  opportunity  to  present  this  statement  at  this  hearing  today. 
Your  chairmanship  of  this  hearing  is  indicative  of  youi  fine  work  on  the  Senate 
Agriculture  Committee.  I  have  certainly  enjoyed  serving  with  you  on  the  Senate 
Appropriations  Subcommittee  on  Agriculture,  as  you  have  chaired  that  committee 
in  such  an  able  way.  I  look  forward  to  the  many  decisions  we  will  make  together 
to  benefit  not  only  the  great  State  of  Mississippi,  but  the  entire  nation. 

This  hearing  today  is  a  fine  thing  for  this  State.  Mississippi  is  one  of  the  na- 
tional leaders  in  agriculture,  as  in  other  areas.  In  the  past  few  weeks  there  have 
been  many  Mississippians  testifying  before  committees  in  both  the  8enate  and 
the  House  of  Representatives.  These  Mississippi  farmers  have  testified  as  experts 
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Aid  to  Families  with  Dependent  Children 


I.  The "Hegator"  AFDC  Program  -  448.722  | 

Congress  esublished  AFDC  in  1935  to  provide  income  for 
children  whose  fa  then  were  absent  due  to  death,  desertion, 
or  divorce.  The  states  were  given  the  responsibility  to 
administer  the  program  and  to  determine  the  grant  levels. 
The  Federal  Government  pays  50%  of  the  cost  of  Illinois' 
AFDC  program,  the  state  pays  the  other  50%. 

How  Urge  It  A  Typicmt  AFDC  Fmmfy? 

The  vast  majority  of  AFDC  families  consist  of  a  mother  and 
her  children.  (In  a  few  cases  some  other  relative  is  the 
grantee  A  family  is  eligible  if  there  is  a  disabled  father  in 
the  home.)  The  average  number  of  children  per  family  has 
declined  from  3 '/J  ten  years  ago  to  2^  today,  showing  the 
effect  of  birth  control  services.  37%  of  AFDC  families 
consist  of  a  mother  and  one  child. 
How  Long  Does  The  Typicml  Fmmlfy  Stmy  Om  AFDC? 
The  average  stay  on  AFDC  is  less  than  three  years.  This 
shows  that  most  of  the  mothers  need  help  only  in  a  crisis 
period,  and  manage  to  become  self-supporting  again.  Those 
families  which  sta>  on  the  rolls  for  a  long  time  are  headed 
mainly  by  women  with  poor  health,  few  marketable  skills,  or 
serious  mental  and  or  emotional  problems. 


■  (down  from  720JD00  ia  1973) 


lb*  legator  AFDC  gnat 


by  S30  per  moatb.  ptos  I '  3  of  from  salary.) 


Although  the  original  parpose  of  AFDC  swat  to  caaale 
mothers  to  stay  home  aad  care  for  their  chUdrca.  federal 
policy  now  requires  those  with  no  pre  schoolers  to  icasatcr 
for  employment.  Yet  very  inadequate  help  ia  grvca  saom 
registrants  in  securing  job*.  Perhaps  half  of  all  AFDC 
mothers  could  work  a*  job  traiaiag.  better  job  piecemeal 
service,  and  adequate  child  care  were  available.  ("Adeqaate 
child  care"  is  a  very  important  imae.as  maay  AFDC  families 
live  in  "dangerous  neighborhoods"  aad  mothers  greatly  fear 
leaving  their  children  unsupervised.) 

Caafaf  The  Ahetm  FamanSamaarf  Them  FaaafJas? 

Fathers  are  taken  to  coon  and  required  to  provide  some 
support  if  they  are  able.  A  high  percentage  of  the  fathers  am 
unemployed,  employed  at  tow  wages,  or  cannot  be  M 


2.  Tbe"AFDC-l/"<rnemplo»ed  Parent)  Program  —  33,203  people  la  !■ 


■  (down  from  SOjDOO  ia  It73) 


Since  I960  Congress  has  permitted  the  states  to  give  AFDC 
to  families  with  fathers  living  in  the  home,  provided  the 
fathers  meet  certain  requirements.  Currently  they  must: 

a.  be  unemployed,  or  employed  less  than  100  hours  per 
month. 

b.  have  exhausted  their  unemployment  benefits,  or  be 
receiving  benefit*  which  are  so  low  thai  they  must  be 
supplemented  up  to  the  welfare  standard. 

c.  have  worked  within  the  last  four  yean. 

The  grants  are  identical  in  the  AF  DC-Regular  and  AFDC-L"  programs. 


Young  fathers  with  no  work  history  arc  eidodcd,  so  the 
system  gives  them  no  incentive  to  stay  with  their  families. 


Very  recently  a  court  decision  has  required  that  this  program 
be  made  available  to  families  in  which  the  saethar  masts  the 
above  requirements,  provided  both  pareats  are  ia  the  home. 
Even  so.  this  is  a  relatively  small  program  ia  IIEaois.  The 
number  of  families  at  any  given  time  averages  mini  ahtu 
around  3%  of  all  AFDC  families.  Tbeesactaumbcr  depends 
on  the  current  unemployment  rate,  and  heaccoa  the  stale  of 
the  economy. 


I  CM  ANT  |Smce   ,97^-   ,,,m<m  n*v  operated  on  a  "flat 

I Igrant"  system      a  flat  amount  for  a  family  of  a 

given  si/e.  regardless  of  ages  of  members,  amount  of  rent, 
or  special  needs  However,  the  amounts  vary  according  to 
counties.  Theoretically,  the  "Group  I"  counties  have  the 
highest  rental  costs,  and  the  "Group  III"  counties  the  lowest. 
The  flat  grants  were  raised  January  1981  to  the  following 
figures: 

Croup  I  Group  II  Group  III 

Counties*         Counties*"       Counties*** 


Family  sire 


259 
M2 
341 

434 
445 
55* 


234 
244 

341 
413 
477 
534 


295 

251 
399 

374 


•Boone.    Champaign.    Cook.    DeKalb.    DuPaac.    Kaae.    Kankakee. 

Kendall.  Lake.  Mc Henry.  Ogle.  While..*.  Winnebago.  Woodford. 
'•Adam*.  Bureau.  Carroll.  Clinton.  Coles.  DeWiit.  Douglas.  Effingham. 

Ford.  Fulton.  Grundy.  Henry.  Iroquois,  Jackson.  JoDavieas.  Knox, 

LaSalkt.    Im.    Livingston.    Logan.    Macon.    Macoupin.    Madison. 

McDonough.  McLean.  Mercer.  Monroe.  Morgan.  Mouhnc.  Peoria. 

Piatt.    Putnam.    Rock    Island.    Sangamon.    Si    Clair.   Stephenson. 

Tazewell.  Vcrrmhon.  Wabash.  Warren.  Will. 
"All  Others 


In  addition,  a  family  is  eligible  for  medical  care,  aad  for  food 
sumps  in  an  amount  dependent  oa  such  variables  asamoaat 
of  income  and  housing  costs.  A  family  of  four  in  a  Groap  I 
county,  getting  a  grant  of  $368.  might  get  a  food  stomp 
bonus  as  follows: 


Monthly  Rent  Flat  Food  Total 

A  Utility  Cost  Grant  Suunps  racams 

199  341  199  91? 

299  349  145  913 

234  344  171  S3* 

249  349  177  549 

249  349  193  581 

The  income  of  Illinois  AFDC  families  is  well  beloar  the 
Federal  "Poverty  Line."  Consider  bow  a  family  of  f oar  with 
housing  expenses  of  $260  can  manage  in  1911  onSI83  worth 
of  food  sumps  and  $108  for  ALL  OTHER  expenses!  Real 
spendable  income  of  AFDC  famines  has  dropped  50%  in  the 
last  six  yean  (see  chart  on  pagct);  the  gram  plus  food  stamp 
bonus  has  risen  only  33%  in  a  period  when  the  cost  of  liviag 
has  risen  about  70%! 
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General  A  ssistanee 


rZrrZr~T7r|GeiKral  Assistance  is  financed  entirely  by 
|  muxsmAM  |>tM<  a|)d  |ocaJ  |overnmen„  for  peopk  wfao 

arc  ineligible  for  the  federally-aided  catefories  discussed. 
Usually  these  people  fall  into  one  of  the  following  groups: 


Istate  and  local  governments  1_  ,  -„., 

are  ineligible  for  the  federally-aided  categories  discussed. 
ually  these  people  fall  into  one  of  the  following  groups: 

a.  low-skilled  individuals  unemployed  and  ineligible  for 
AFDC  or  for  unemployment  benefits 

b.  persons  in  poor  health  but  not  technically  disabled 

c.  mentally  or  emotionally  ill  persons 

d.  people  waiting  to  be  declared  eligible  for  AFDC  or 
SSI 

e.  a  few  large  families  headed  by  men  with  very  low  wages, 
which  must  be  supplemented  up  to  the  welfare  standard. 

The  General  Assistance  programs  in  Illinois  fall  into  three 

groupings: 

1  The  locally-financed  programs  —  16.111  persons 

These  are  supported  entirely  by  local  funds  (including  in 
some  cases  federal  revenue-sharing  funds)  and  administered 
by  the  townships  themselves  without  state  supervision.  (In a 
few  counties  without  townships,  the  counties  operate  toe 
programs.)  Almost  all  the  rules  are  locally  made. 

2  The  state-aided  township  programs  —  6.914  persons 

A  few  townships  with  high  unemployment  rates  have  large 
enough  General  Assistance  caseloads  to  qualify  for  the  state 
aid.  They  must  then  abide  by  certain  state  rules.  Grants  must 
be  no  higher  than  grants  in  the  AFDC  and  SSP  programs. 
Most  of  the  townships  in  this  group  are  in  the  E.  St.  Louis. 
Alton,  and  extreme  Southern  Illinois  areas. 

3.  The  state-operated  program  in  Chicago  — 
73.257  persons  (up  from  62.746  in  June  1979) 

In  Chicago  only.  General  Assistance  is  administered  by  the 
I  DP  A.  and  financed  with  city  and  state  funds.  The  number 
of  recipients  varies  greatly  from  month  to  month,  depending 
on  the  economy. 


I  cm  ant  |Each  of  the  locally  fi 
I  *"*"'  |scts  its  own  grant  leva*,  la  the  state-aided 
programs.  faaaWas  receive  the  same  amount  as  the  AFDC 
flat  gram.  Individuals'  monthly  grama  are  figured  aa  follow* 
in  the  Chicago  G.  A.  program: 


$121.25 
$113  68 


Food S  38.68 

Clothing 1.77 

Household  Supplies 2.56 

-Personal  Essentials" 1242 

Housing  Esjiasia 

Rental  Heat  up  to $112.70 

Electricity 5.55 

Cooking  Gaa  up  to 340 

Grand  Tout  up  to 

In  addition,  a  General  Assistance  recipient  is  entitled  to 
approximately  $70  worth  of  food  sumps  each  month, 
bringing  total  income  to  about  $253.68. 

I  f  we  compare  these  figures  with  the  actual  coat  of  necessities 
in  the  cities  of  I llinots.  can  we  realistically  expect  anyone  to 
live  on  this  amount?  How.  then,  do  we  expect  him  or  her  to 
obtain  a  livelihood?  Are  we  forcing  people  into  criminal  or 
illegal  activities  because  of  our  unwillingness  to  provide  a 
reasonable  grant? 

General  Assisunce  recipients,  like  recipients  of  the  other 
programs,  receive  entitlement  cards  which  they  may  use  to 
obtain  medical  care.  However,  many  medical  expenses  are 
not  covered.  Most  denul  and  optometrie  need*  are  not  met. 
Thus  the  General  Assisunce  medical  program  in  effect 
promotes  the  worsening  of  health  until  much  larger  medical 
bills  must  be  paid  for  more  serious  conditions.  (By  that  time, 
the  Sute  apparently  reasons,  the  recipient  will  be  eligible  for 
a  program  where  the  Federal  Government  will  pay  at  least 
half  of  the  bill.) 


Out  of  the  52  years  that  I  have  lived  on  this  earth,  25  of  thoae  yean  were  spent  working,  paying  uxes.  doing 
volunury  humane  work  and  trying  to  obey  the  laws  of  Una  land  to  the  beat  of  my  ability.  For  the  last  8 
years  I  have  been  stuck  on  public  aid  due  to  very  poor  health,  both  aaentatly  and  physically. 

I j Mil  "mi  hsil f  iiiiaiiiiiaiiii  in  helping  nx  in  attain  t  iiln  i  anadaqunat  grant  »s#lii|usU 

self-support.  In  fact,  the  General  Assistance  category,  which  I  am  in.  is  snstraaatntal  in  kaepUsg  their 
recipients  from  either  receiving  an  adequate  grant  or  adequate  setf-cupport.  GA  doesn't  provide  the 
necessities  that  one  must  have  in  order  to  sack  a  job. 

As  for  the  necessities  of  life,  my  grant  at  the  present  time  is  $  193.36  phis  $5240  in  food  sttasps.  Oat  of  this 
grant.  I  pay  SI 75.00  for  rent  of  a  three-room  basement  apartment,  which  is  too  cold  and  damp  for  me 
because  of  my  particular  ailments.  In  addition.  I  pay  $2.00  for  check  cashing.  $4.95  for  phone  service, 
approximately  $8.00  per  month  for  electric  service,  $1.95  for  my  rcnul  money  order.  This  adds  up  to 
$191.90  which  leaves  me  $1.79  for  clothing,  proper  denul  care,  optouastry  care,  carurc.  payment  to  the 
currency  exchange  for  light  and  phone  biU.  and  other  personal  items  one  must  have  in  order  to  keep  from 
living  in  filth  and  being  unkempt  in  appearance. 

-sutement  by  Elisabeth  Ad  kins, 

recipient  living  on  Chicago's  South  Side. 

January.  1980 
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Medical  A  ssbtance 


\»nir  si    sXSISI  \MF,  NO  SHAN'T  <MANG» 

fn.i -uz/r-y     \4*(lnaid", 
'»"  -^2  p^.inlr    .ih.iui  nait  ■  >•  *hi>m  also  get  SSI 
MANG  'rripipnis  rrceive  medical  assistance  on  I  v    fheyget 
nn  cash  grant  tnitn  the  ■•laic-  however,  a  maioriiv  'if  them  do 
•vi'in-  the  vderal  SSI  :heck    The  rest  have  income  from 
-mplr.vmcni    ir  mow    ithrr  ->niirce 

*\  -.  'he  casr  \wrth  AFDC  MANG  «  administered  by  the 
.tatf  jwith  'he  federal  government  paying  half  the  coil  The 
.•atr  .ends  MAVi  'mpirm>  4  arren  "medical card" similar 
to  *hat  ■rf-m  •!>  ,-ash  grant  recipients  The  card  authorizes 
donors,  dentists  nnspitals  pharmacies  etc  .  10  hill  the  state 
dirrc'K  •  Nof  all  medical  practitioners  <*re  willing  to  accept 
:he  .;ard  1 

MAVi  is  available  ->nlv  fo  'he  %a  me  categories  nf  people  as 
SSI  and  AKW  fovrr  65  blind  lisabled  .>r  members  if 
families  without  rmplosed  fathers  n  the  home),  r  heir  assets 
and  income  must  »ie  nelow  a  .:ertain  ;evel  If  rheir  income  :s 
above  that  level  hut  they  have  extensive  medical  needs,  (hev 
can  ge»  the  medical  card  on Iv  it  they  turn  nsertn'hr  *tateall 
income  above  :hat  level  Thus  MANG  recipients  must  live 
on  a  very  low  standard,  as  follows 
FamHies  who  «et  M  ANG  must  live  on  the  \H)r  standard 


a  A  thev  'rvc 

■  live  on  J382.  j  family  at  f  c* 


tor  Group  I  • 

Thus,  a  faaiitv  at  three  n 

$36fl.  etc.  All  other  laco 

•n  return  tor  a  medical  card. 

Persona  over  CO* 

Secuntt  <»r  other  pension,  are  reqnred  to  live  00  S223  a 

month  and  turn  over  ail  other  income.  Persona  wtsoae  only 

.ncome  .1  SSI  need    Ml  turn  over  any  at  then-  income: 

hnwev  er .  persons  receiving  SSI  anil  Sooai  Secuncy  or  other 

pension  amy  be  required  10  live  on  $223  a  month,  dnpanaling 

.in  the  amounts  of  the  SSI  and  pemaoa  checks.  tTkn  n 

.th\inu<U\  1  itttfustHf  smd  aiso  uafw  to  mmmv.j 

Congress  permits  states  to  grant  MANG  to  people  ■nun, 
income  is  up  to  133**  higher  than  the  gram  krvcta.  Ittinoia 
lormerls  set  the  MANG  standard  bsgher  than  the  level  of 
welfare  grants,  however,  in  recent  scan  it  has  been  lowered 
to  the  welfare  grant  level. 

AID  TO  THE  MEDICALLY  INDIGENT  —  6000  people 
f  his  11  a  new  suie  program  wtneb  is  growing  rapsdly  It  pays 
the  medical  hilts  of  low-  income  people  who  are  tuelisnbsc  for 
MANG  An  individual  is  eligible  if  has  income  for  a  afceee- 
montb  period  it  S474  or  lest;  afanaty  of  four,  if  three-month 
income  .s  1*45  or  less. 


Food  Stamps 

Hrt"",90>  persons'  >M  whom  all  hut  about  100  000  also  get  cash  grant*) 


The  Federal  Food  Stamp  Program,  begun  in  1964.  it 
available  to  all  I-  S  residents  whose  income  and  assets  fall 
below  a  certain  level  All  recipients  of  cash  grants  are 
eligible:  so  are  many  other  low-income  people,  but  mans/ are 
unaware  of  their  eligibility  and  do  not  apply 

The  rules  and  benefit  levels  for  the  Food  Stamp  program  are 
decided  by  Congress  The  benefit  levels  are  adjusted 
annually,  tied  to  the  Consumer  Price  Index  Nationally,  the 
program  is  administered  by  the  Department  of  Agriculture 
'although  the  other  federal  welfare  programs  fall  under 
Health  and  Human  Services!  I  ocally.  Food  Stamps  are 
administered  by  the  Illinois  Department  of  Public  Aid. 
which  sends  recipients  a  card  each  month  authorizing  them 
to  pick  up  a  certain  quantity  of  free  stamps  Irom  currency 
exchanges  or  certain  banks  The  stamps  can  be  used  only  to 


bUS    tiMHi. 

A  complicated  f< 
of  food  stamps  which  a  person  or  family  may  have.  In 
child  care  expenses,  rem  and  utilnycostt.  arid  age f  for  s« 
citt/ens)  are  all  considered.  Lnfortunately  rhe formulae 


complicated  to  explain  in  detail  here  I 
may  be  eligible  should  apply  at  any  office  of  the  Ilfaaou 
Department  of  Public  Aid  and  inquire  what  their  benefit 
level  might  be  M  an  v  social  service  agencies  can  also  provide 
this  information  In  Chicago,  one  mav  call  the  Food  Sump 
Hotline  (312-663-4157). 

I'  ntil  19X0.  benefits  were  increased  semiannually  to  beep  up 
with  inflation.  In  1 9«0  Congress  voted  to  increase  them  onlv 
once  a  year.  They  were  raised  !!<?  in  January.  |9H| 


Whp Should  The  Religious  Community  Be  Concerned? 

The  Judeo-Chriftian  tradition  has  historically  called  people  of  faith  to  a  concern  for  the  smsVsssssBf  of  al 
persons,  especially  the  poor  The  call  to  seek  justice  lor  the  poor  and  oppressed  is  deeply  rooted  in  the  Jewish 
and  (  hnstian  traditions 

Fhese  faiths  affirm  that  the  God  we  trust  in  is  a  God  who  loves  us  and  wills  our  well-being  not  only  form  hat 
for  the  whole  family  In  fact  the  Lord  of  the  world  is  particularly  concerned  about  the  weak,  the  poor,  the 
hungry  and  the  oppressed  As  (rod's  people  in  the  world,  wearecalkd  by  Godtocareforthcpoor.  to'ceaseto 
do  evil,  learn  to  do  good,  seek  justice,  relieve  the  oppressed,  defend  the  fatherless,  and  plead  for  the  widow" 

flsaiah  I  17) 

When  Jesus  said.  "The  poor  you  have  with  you  always."  he  was  not  saying.  "There's  nothing  you  can  do  about 
the  poor "  He  was  recognizing  the  reality  of  the  ever-present  poor.  In  fact,  when  Jesus  first  proclaimed  the 
purpose  of  his  ministry  at  the  synagogue  in  Nazareth,  he  quoted  from  Isaiah,  proclaiming  that  he  had  been 
sent  "to  preach  the  good  news  to  the  poor ...  to  set  at  liberty  those  who  are  oppressed  ..."  We  aught  ask 
ourselves  whether  our  welfare  programs  and  proposals  really  represent  good  news  for  the  poor  and  whether 
through  them  recipients  are  brought  new  freedom  from  oppression. 
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What  Can  Illinois  Citizens  Do  To  Help? 

Tbert  are  many  ihingv  which  Illinois  citi/cn*.  especially  when  woFkmg  together  in  church  grOupa  and  nlhc* 
org]  niu  lion*,  ci  ti  do  lo  help  we  I  Tire  rccipienT*  First,  they  iun  f  up  pari  legiiJalrve  program*  tKAld  ibev 
cart  develop  many  kinds  nf  projects 

M  PPORT  LEGISLATION  I*  SPRINGFIELD 

'     *>raflf  V*Wt  ihoutd  be  raited 

Fur  vewr*  Illinois  U*  hat  staled  lhat  public  aid  grants  mml  provide  "a  livelihood  compatible  wilhheallh  idd 
*rll-hcing  H  In  l»*.l  tbe  IDPA  decided  on  gram  levels  which  could  he  assumed  io  provide  that  itandard. 
although  minimally  from  l^frl  io  I971r  allowances  were  railed  pcnodbcallv  according  Eo  changes  in  ihe 
Consumer  Price  Index  In  October  1*74,  a  10%  coH-ul-lmng  increase  wis  granted  in  all  prngremt.  Over  the 
nrlt  si*  year*,  the  eott  of  living  rose  ■Imosl  7&\  bul  grant*  were  raised  only  1 5«b.  Less  and  Irs*  could  Ihe 
(ranis  be  uid  To  provide  "a  livelihood  compatible  with  health  and  well-being™ 

Illinois.  Jags  behind  other  industrial  skates  in  granting  *elf*re  increases  A I  one  lime,  Illinois'  AFDC  gram  *U 
among  the  three  or  four  highest  in  i  he  nation,  in  recent  years,  I  Hi  rum' grant  hat  ranked  about  23rd  among  the 
50  Mates,  mn  though  Illinois  is  one  of  ihe  ncneni  dates  in  the  nation  /.V«  r/wrrr  cm  paar  *./  Tbii  it  in 
i-.1...kr,iMr  situation,  from  the  point  of  view  of  anyone  Who  believes  thai  lb*  needs  of  pcr/i.oni  who  cannot 
tupport  themselves  should  be  [Ml  by  the  public  program 
*'    Schifififtft  and  n  floor" Var/urF  rharget  shaliht bt  **>irt*rtt  for  welfare  famiitt  * 

Since  ihe  buying  power  of  Ehe  welfare  grant  keeps  declining,  tome  way  should  be  found  to  give  tome  relief  to 
la  mine*  with  children  in  school  Otherwise,  the  high  cost  of  school  lets  and  school!  carfare  itn  torn*  ickvoi 
dmntti  <ii  ittiitj  Will  conlmuc  to  cause  child  ft  0  to  drop  Out- 

J     Wvrr  and  belief  MUSHmct  fbovid  be  given  io  ernptovabte  tfrtpirnti  <*M>  #am  m  find  /efl.i 

in  recent  years  the  state  hai  had  a  piloi  project  in  which  trained  counselor*  help  recipients  to  negotiate  the 
nuic  of  bureaucratic  red  tape  which  keeps  many  from  gelling  tnto  employment  Other  counselors  aid  with 
actual  job  placement.  The  pilot  project  hai  been  very  successful  and  should  be  greatly  expanded 

4     Wi.VU  ehgtbi/fti  levels  ihouid  Of  railed,  and  inequities  m  thn  area  forrected 

In  l°S0  a  bill  patted  the  Illinois  Senate  which  would  nix  M  AKCi  income  eligibility  levels  to  D3<fr  of  thecaih 

grant  level  Unfortunately  [he  bill  Tilled  mthc  House  h  should  be  reintroduced  and  pitied  The  Stale  should 

give  medical  tumancc  to  needy  people  whose  income  i*  j  nit  above  the  welfare  grant  level.  If  i  bey  cannot  pay 

lor  adeqiaaie  medical  carch  they  will  be  forced  onlo  we  if  a  re  Lheffltelvci. 

J     The  uar  of  the  U»{f  uf  the  If/lHorJ  Dtparimifm  of  ffdfiif  Aid  ihouM  be  gfrttfh  rhrtftrW. 

Applicanit  ind  nctpienK  continually  suffer  because  of  lack  of  adequate  services,  even  services  to  which  ihcy 

are  legally  entitled,  due  io  rnadequate  matt 

ft     Fhf  rtrvvTfHfrtdemim  made  h  i  i^r  C(JJ*miWit>n  m  ItfvtMf  the  Ptdthc  A  id  Code  ihoutd  be  rtutctrd  mio  tew 

Almost  all  Of  these  recommendations,  now  in  bill  form,  would  help  public  aid  rertpientt  TbeV  include  the 
t  i^u  wmg  tp  tw  mam  more/  Ihe  p  utilie  a  id  grant  standard  should  be  sei «  a  percentage  of  the  F«4eral  Po»*et  j 
Level,  (The  legiiktttit*  *outd  dtftde  an  the  percentage  to  he  gts med  ew?H  \ear  )  I  be  same  grant  standard 
would  be  used  for  General  Atom  tier  11  for  AFDC  (This  would  pre^m  ifime  !H«.n*hipt  from  granting* 
negitRtnte  amww  >  Undorm  medical  assistance  standards  would  be  extended  to  General  Atsiiiance 
Emergency  assistance  wnuld  be  improved  So  would  many  administrative  procedure* 

Th*M  legislative  iwucs  are  being  addressed  by  the  Public  Welfare  CoaufiDn,  30  N  Michigan,  flm  Wlu, 
Chicago  ttrtO?  IJI2-2J6-&J081,  and  by  Ihe  Illinois  Consortium  on  Governmental!  Concerns,  hi 5  S.  5th, 
Spriflgrteld  62703  (2IT-5W-M33)   For  information,  contact  either  of  these  organisations 

I  \  Olf'l  I  S  Of  PROJECTS  VOU  CAN  irNDERTANl 

Putin:  Aid  forw/  Budget" 

Some  understanding  of  the  feeling*  and  fruftralioni.  of 

public  auiSEance  families  can  be  gained  by  subsisting 

on  a  "welfare  budget"  for  a  ipecific  period  of  lime  - 

say  one  week  ur  one  month    Allocate  yourself  the  same 

amount  of  spendable  income  thai  a  family  on  welfare 

the  same  atfe  a*  youri  would  receive     {See  ihe  table 

of  grant  lex  els  under  AFDC  in  a  previous  section;  add  about  }i%  as  food  stamp  bonus,  lublratl  bousing 

costs  and  other  essenria.li,  and  compute  Che  food  budget  which  wquW  remain  J  To  be  I  bit.  Hart  *  lib  an  empty 

eupboard 


s*#t» 


K 


Digitized  by 


Google 


322 

Statement  of  the  Illinois  State  Board  or  Education 

The  Illinois  State  Board  of  Education  administers  seven  Child  Nutrition 
Programs  for  the  United  States  Department  of  Agriculture. 

We  appreciate  this  opportunity  to  piesent  our  evaluation  of  the  proposed 
1982  budget  cuts  as  they  affect  the  Cnild  Nutrition  Programs  in  Illinois.  We 
will  not  bore  you  by  repeating  the  data  shown  on  charts  A  and  B  attached  to 
copies  of  this  presentation.  To  simply  summarize  the  impact  of  these  declining 
reimbursements,  we  estimate  that,  as  a  result  of  the  cutbacks  in  the  fiscal  year 
1981  Omnibus  Reconciliation  Bill — Public  Law  96-499,  and  the  proposed  fiscal 
year  1982  budget  cuts,  the  loss  to  Illinois  Child  Nutrition  Programs  will  be  40 
to  50  million  dollars  annually. 

Rather  than  reiterating  the  impact  on  Illinois  in  dollars  alone,  we  would  like 
to  share  with  you  how  we  see  the  past  and  future  of  the  school  lunch  programs 
in  our  State.  In  1946,  the  Congress  of  the  United  States  passed  the  first  National 
School  Lunch  Act.  Incorporated  therein  as  a  policy  statement,  "It  is  hereby 
declared  to  be  the  policy  of  Congress,  as  a  measure  of  national  security,  to 
safeguard  the  health  and  well  being  of  the  nation's  children  and  to  encourage 
the  domestic  consumption  of  nutritious  agriculture  commodities  and  other 
foods,  by  assisting  the  states,  through  grants  in  aid  and  other  means,  in  pro- 
viding an  adequate  supply  of  foods  and  other  facilities  for  the  establishment, 
maintenance,  operation,  and  expansion  of  nonprofit  school  lunch  programs. 
I  bring  to  your  attention  the  portion  of  the  preamble  referring  to  national  security. 
This  was  the  result  of  General  Hershey,  head  of  Selective  Service  during  World 
War  II,  finding  that  the  equivalent  of  10  divisions  of  men  were  rejected  for  causes 
directly  traceable  to  malnutrition  in  their  youth. 

While  we  do  not  generally  view  the  purpose  of  Child  Nutrition  Programs  as 
developing  tomorrow's  military  personnel,  healthy,  well-nourished,  youths  are 
unquestionably  priceless  national  assets. 

During  the  last  decade,  Illinois1  participation  in  the  National  School  Lunch 
Program  has  grown  from  149  million  lunches  annually  to  172  million  iu  1980, 
an  increase  of  23  million  meals  annually.  We  would  further  point  out  that  this 
growth  is  in  spite  of  declining  enrollment  in  our  schools. 

With  the  competitive  pricing  edge  gone,  the  School  Lunch  Programs  will 
very  likely  have  to  convert  to  a  large  extent  to  the  fast  food  type  of  meals  to 
attract  the  paying  students  and  meet  fixed  costs.  This  conversion  will  be  further 
accelerated  Dy  the  proposed  elimination  of  the  Nutrition  Education  and  Train- 
ing Program. 

One  of  the  ultimate  goals  for  the  School  Lunch  Programs  has  been  to  provide 
students  with  sufficient  knowledge  of  food  and  nutrition  to  make 'intelligent 
choices.  The  proposed  1982  budget  eliminates  this  program  and  its  educational 
contribution. 

The  choice  of  nutritious  well-balanced  meals  will  no  longer  have  an  economical 
advantage  and  will  be  limited  in  its  acceptance  by  the  paying  child.  This  in  turn 
will  have  an  impact  on  cost,  where  there  are  dual  programs  running  parallel, 
and  we  are  realistic  enough  to  envision  the  emphasis  being  placed  on  the  paying 
clientele.  This  clientele  in  Illinois  represents  over  54  percent  of  the  total  meals 
served,  and  in  high  schools,  a  much  higher  percentage.  Therefore,  the  impact 
will  have  not  only  economic  ramifications  out  certainly  socially  undesirable 
ramifications.  The  child  receiving  a  free  or  reduced  price  meal  will  become  quite 
obvious  when  a  dual  serving  program  is  operational.  Further,  it  is  not  impossible 
to  conceive  that  in  many  states  such  a  dual  program  may  not  be  possible  due  to 
lack  of  facilities.  Therefore,  we  can  readily  expect  there  will  be  a  certain  number 
of  districts  which  will  experience  substantial  decreases  in  participation  by  the 
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paying  student  which  in  turn  will  result  in  cost  increases  for  free  and  reduced 
price  meals  as  volume  decreases. 

It  is  not  inconceivable  that  the  future  may  have  a  School  Lunch  Program 
which  provides  meals  only  to  the  free  and  reduced  price  students  or  those  who 
have  been  defined  as  the  truly  needy.  We  would  further  like  to  call  to  the  Com- 
mittee's attention  the  impact  that  the  lack  of  availability  of  agricultural  surplus 
foods  will  have  on  the  paying  child's  meals.  Donated  meats  have  provided  highly 
acceptable  components  of  school  lunches.  Under  the  proposed  program,  they 
would  be  available  only  to  the  (poverty)  truly  needy.  Tnis  again  is  going  to  add 
to  the  dual  program  distinction.  We  implore  you  to  take  a  long  cold  look  at  any 
reduction  in  commodities  for  all  nutritious  school  lunches  served  to  all  students* 
This  program  has  been  mutually  beneficial  to  agriculture  and  to  the  recipients. 

Further,  we  call  to  your  attention  that  the  use  of  agricultural  surplus  not 
only  goes  to  schools  but  also  to  a  large  number  of  welfare  organisations  such  as 
the  Salvation  Army,  Catholic  charities,  and  many  missions  for  the  truly  needy. 
In  addition,  this  program  has  provided  an  immediate  source  of  food  for  disaster 
relief.  This  is  the  one  Federal  program  that  has  been  of  assistance  to  those  provid- 
ing  meals  to  the  truly  destitute. 

In  summation,  the  impact  of  the  proposed  reductions  go  far  beyond  a  cash 
reduction.  We  see  that,  after  almost  three  and  one-half  decades  of  school  lunch 
rooms  being  a  common  meeting  place  of  students  from  every  economic  back- 
ground, race,  color,  and  creed  with  a  common  nutrition  bond  of  well-prepared, 
balanced  meals,  the  lunch  programs  potentially  being  converted  into  feeding 
stations  for  the  truly  needy  with  fast  food  lines  for  those  who  have  been  defined 
as  able  to  pay  for  their  own  lunches.  This  development  of  a  social  and  economic 
distinction  will  have  a  very  undesirable  impact  on  the  youth  of  our  nation. 

The  eligibility  changes  for  free  and  reduced  price  meals,  by  elimination  of  the 
hardship  provision,  will  undoubtedly  transfer  a  number  of  students  who  were 
eligible  for  free  meals  in  the  past  into  the  reduced  price  category  and  a  number 
of  the  reduced  price  into  paid  meals.  The  impact  of  this  change  in  status  will 
convert  a  substantial  number  of  students  back  to  carrying  lunches.  There  is 
sufficient  evidence  that  the  contents  of  bag  lunches  lack  balanced  nutrition. 
Further,  the  fact  that  bag  lunches  are  stored  in  school  lockers,  etc.,  for  three  to 
five  hours  without  refrigeration  does  pose  a  potential  health  hazard. 

Increased  cost  to  the  paying  child  does  decrease  participation.  The  Elgin 
School  District  increased  the  lunch  price  5  cents  on  Februray  2. 1981.  By  February 
28,  participation  dropped  12  percent.  Can  we  surmise  what  will  happen  if  35  cents 
is  added  to  the  student  cost  for  lunch? 

During  fiscal  year  1980,  Federal  reimbursement  amounted  to  approximately 
$120  million.  This  amount  was  not  only  matched  but  exceeded  by  student  pay- 
ments and  State  contributions.  These  combined  food  service  dollars  of  $240  to 
$300  million  annually  are  in  turn  paid  out  in  taxable  wages,  purchase  of  food, 
equipment,  and  supplies.  The  impact  of  the  proposed  fiscalvear  1982  program 
reductions  could  reduce  this  flow  of  dollars  by  50  percent.  The  economic  results 
of  this  reduction  would  have  a  very  negative  effect  on  the  business  community 
and  possibly  the  loss  of  up  to  8,000  jobs  in  Illinois  alone. 

In  summary,  it  appears  to  us  that  the  proposed  budget  cuts  eliminate  the 
commitment  which  was  made  in  1946  by  the  79th  Congress  to  the  people  of 
America  to  make  available  a  well-balanced,  nutritious  lunch  to  children  of  school 
age. 

We  thank  you  for  listening  to  our  views  and  we  leave  you  with  one  final  thought. 
Before  we  cut  too  deeply  into  agricultural  programs,  it  might  be  well  to  remember, 
but  for  our  nation  being  blessed  with  six  inches  of  Mother  Earth's  finest  top 
soil  and  God-given  rains,  none  of  us  would  be  here  to  discuss  these  programs. 
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CHART  A 
ANALYSIS  OF  PROGRAM  ASSISTANCE  FOR  ILLINOIS  CHILD  NUTRITION  PR06MMS 


Program  title 


gaol  veer  ljtl 
Prof  rMH  ftscal  (PooMc  I 
year  1900     498)  ei 


Breakfast: 
Paid... 
Free.. 


Total. 


Sac  4 

Free,  Sec  11 

Reduced,  Sec  11. 


Total. 


MHk: 


Schools. 


Day  care 

Institutions... 


Total. 


Food  service  equipment  assistance: 

Schools,  reserved...... 

Schools,  unreserved 

Child  care  food  program 


Total. 


Child  care  food  program: 

Food  service 

Sponsors  administration.. 
Start  up 


Total. 


Summer  food  service  program  for  children: 

Food  service 

Sponsors  administration 


Total. 


$109,548. 

8,155,007  . 

101,311  . 


suisa 


8,44*916 


30,55*215  . 

57,001,911  . 
3,758,70 


f       »  23, 042.00 
{       i  30, 550, 215 


twins 


91,390,095   « 14,050,000  _. 


9,445,955  . 
73.540 
7,974  . 
336,112 


9,803,501 


3,048,011 


5UL6Q9  . 
182,704 


1,178,9 


« 294, 724 


,510 


6.839,831  . 
96.243  . 
6,539 


02,000 


6.942,613 


2,690,141  . 
225,907  . 


2,916.048 


Food  distribution: 

Schools,  etc -        27,758,000  {      .^jg  }         13.0001000 

CCFP  cash  in  lieu 792,534  •  103,029  270,000 


Total. 


28,550,534 


Grand  total 149,289,585       -11,050,209  {  Z ? Sr c£^ aS 


•  Effective  for  leu  than  full  year. 

>  Based  on  no  Sec  4  assistance  for  any  school  lunch  program  or  no  assistance-reimbursement 
child,  family  of  4  income  over  $15,630  annually. 

•  Reduction  in  Sec  4  reimbursement  (Public  Law  96-499). 

•  25  percent  cut  in  total  appropriation. 

•  Breakfast  program  no  longer  eligible  for  commodities. 

•  2  cents  reduction  in  commodities  and  CCFP  cash  in  lieu  of  commodities. 
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CHART  B 
ILLINOIS  MEAL  SUMMARY-SCHOOL  YEAR  1979-80,  JULY  1  TO  JUNE  10 
[Grouped  in  10  percent  brackets  by  percentage  of  free  or  reduced  price  meets  to  total 


Number  of 


number  of 
free  metis 


price  meals  i 


Total  aM 


90  to  100  percent.. 
80  to  89.9  percent.. 
70  to  79.9  percent. 
60  to  69. 9  percent. , 
50  to  59.9  percent.. 
40  to  49.9  percent. 
30  to  39.9  percent. 
20  to  29.9  percent. 
10  to  19.9  percent. 
0.01  to  0.99  percent. 
0  percent 

Total 


120 

44,446,585 

3^  m  M0 

"••&S 

19 

1,108,730 

*,4U 

^SS-?3 

12 

519,611 

45,184 

722,641 

15 

4,332,701 

376,757 

I'S^ffl 

30 

1,716,455 

14$,2S7 

SfcS 

43 

2,782,355 

241,944 

98 

lyfryu 

386,364 

13,644,059 

211 

4,824,030 

419,461 

2^°s»ai 

415 

4,728,174 

411,146 
127,151 

34, 162, 520 

317 

1,462,231 

26,113,925 

18 

0 

0 

336;  379 

1,298 

70^364,055 

6,118,615 

167,743,854 

i  Our  data  system  does  not  break  out  separate  figure  for  free  and  reduced  price  meals;  therefore,  these  figures  ware 
computed  based  on  prior  veer  percentage  of  8  percent  reduced  and  92  percent  free. 
a  Based  on  Public  Law  96-499,  where  the  reimbursement  rate  for  free  and  reduced  r. 


serving  60  percent  or  more  of  all  meals  as  free  or  reduced,  88  percent  of  all  meals 

free  or  reduced  price  meals.  Of  the  total  meals  served  during  the  1979-60  school  year  in  Illinois,   ... 

served  were  free  or  reduced  price.  Further,  71.6  percent  of  all  free  and  reduced  pi  ice  meals  served  were  not  affected  by 

the  rate  reduction  for  the  balance  of  fiscal  year  1981  (Public  Law  96-499). 


price  meals  was  not  reduced  in  schools 
served  in  the  schools  in  this  group  are 
mr  in  Illinois,  45£  percent  of  an  meets 


Statement  of  Champaign  County  League  or  Women  Voters 

The  nation's  22  million  poor  people  who  depend  on  food  stamps  will  face 
reductions  in  their  monthly  coupon  allotments  as  a  result  of  the  Administration's 
proposed  $1.8  billion  in  food  stamp  cuts  for  fiscal  year  1982.  Many  of  the  cuts 
are  ones  that  have  been  proposed  in  previous  food  stamp  battles  but  were  always 
successfully  removed  from  legislation. 

The  League  of  Women  Voters  supports  full  funding  for  the  food  stamp  program. 
We  believe  the  federal  government  bears  a  major  responsibility  for  providing 
income  assistance,  i.e.,  food  stamps,  for  all  persons  who  are  unable  to  work. 
whose  earnings  are  inadequate,  or  for  whom  jobs  are  not  available.  We  oppose  all 
budget  cuts  that  reduce  food  stamp  benefits  to  those  most  in  need. 

Specifically,  we  oppose  reducing  food  stamp  benefits  for  families  whose  children 
get  free  school  lunches  because  at  the  current  allotment  of  44  cents  per  meal  per 
person,  food  stamps  are  only  a  diet  supplement  and  certainly  cannot  be  seen  as 
providing  recipients  with  three  nutritious  meals  a  day.  Also,  we  oppose  retro- 
spective accounting  procedures  because  the  League  believes  that  benefits  should 
be  based  on  current  needs.  The  new  provision  would  also  add  a  heavy  burden  to 
program  administrators. 

National  economic  recovery  must  not  be  attempted  through  means  that  might 
threaten  the  very  lives  of  the  poor. 


MISSISSIPPI  HEARING 


Statement  of  Hon.  John  C.  Stennis,  a  U.S.  Senator  From  Mississippi 

I  thank  you  for  the  opportunity  to  present  this  statement  at  this  hearing  today. 
Your  chairmanship  of  this  hearing  is  indicative  of  youi  fine  work  on  the  Senate 
Agriculture  Committee.  I  have  certainly  enjoyed  serving  with  you  on  the  Senate 
Appropriations  Subcommittee  on  Agriculture,  as  you  have  chaired  that  committee 
in  such  an  able  way.  I  look  forward  to  the  many  decisions  we  will  make  together 
to  benefit  not  only  the  great  State  of  Mississippi,  but  the  entire  nation. 

This  hearing  today  is  a  fine  thing  for  this  State.  Mississippi  is  one  of  the  na- 
tional leaders  in  agriculture,  as  in  other  areas.  In  the  past  few  weeks  there  have 
been  many  Mississippians  testifying  before  committees  in  both  the  8enate  and 
the  House  of  Representatives.  These  Mississippi  farmers  have  testified  as  experts 
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in  their  particular  agricultural  area.  This  exemplifies  the  great  respect  given  to 
all  farmers  in  our  state,  from  the  smallest  landowner  to  my  good  friend,  Commis- 
sioner Jim  Buck  Ross. 

I  am  looking  forward  to  the  fine  testimony  to  be  presented  by  these  witnesses 
today.  Certainly,  their  comments  will  be  very  beneficial  to  the  Agriculture  Com- 
mittee and  the  Senate  as  we  make  decisions  this  year. 

Again,  I  thank  you,  Mr.  Chairman,  for  holding  this  hearing  today  in  Columbus, 
and  I  thank  these  witnesses  for  taking  time  from  their  busy  schedules  to  help 
those  of  us  in  Washington  make  more  responsible  decisions  for  this  nation. 


Statement  or  Jim   Buck   Ross,   Commissioner  of  Agriculture,   State 

or  Mississippi 

I  am  honored  and  delighted  to  appear  before  this  panel  and  with  the  other 
witnesses  who  are  hero.  My  opening  comment  i«  to  congratulate  you,  Senator 
Cochran,  on  your  foresight.  I  think  it  is  worthwhile  to  allow  those  of  us  at  the 
cross-roads  to  have  some  imput  relative  to  this  important  legislation  you  have 
proposed. 

It  is  my  understanding  that  Congress  is  reluctant  to  bring  up  major  farm 
legislation  during  an  election  year,  which  next  year  will  be.  Therefore,  I  trust 
your  bill  will  be  considered  favorable  before  the  old  farm  law  expires. 

I  should  like  to  place  into  the  proceedings  a  statement  on  catfish  fanning, 
one  of  the  fastest  growing  agricultural  enterprises  in  Mississippi,  and  which 
I  see  is  not  touched  on  in  proposed  legislation  for  congressional  consideration. 

It  is  my  hope  that  whatever  comes  out  of  the  proposed  farm  program  will 
be  a  move  to  getting  agriculture  back  on  market-oriented  basis.  A  shift  in  the 
direction  of  getting  government  out  of  the  farming  business.  In  spite  of  better 
seed,  more  efficient  machines  and  better  yields  the  fact  is  that  the  world  is  slowly 
moving  toward  a  more  delicate  food  situation,  massive  and  nationwide  crop 
failures,  inflation,  increasing  birth  rates,  people  living  longer  increasing  consump- 
tion, all  bother  me.  The  gap  between  agricultural  production  of  foreign  nations 
and  their  food  needs  is  growing  at  rate  of  4-million  tons  per  year. 

We're  dealing  with  many  problems  today.  Agriculture  is  making  great  advances, 
yet  inflation  concerns  all  of  us. 

Farm  income  was  down  about  25  percent  in  1980  from  1979  for  a  national 
estimate  of  $23-25  billion,  current  USDA  estimates  project  a  1981  farm  income 
of  about  $28-$32  billion,  that  will  be  below  the  1979  level.  Production  costs  will 
increase  about  10-12  percent  for  all  of  agriculture  this  year.  You  must  consider 
that  estimated  national  farm  income  is  relative  and  some  of  the  crops  we  in 
Mississippi  depend  on  and  produce,  may  not  increase  at  the  national  aver- 
age ...  or  level.  But,  the  projected  10-12  percent  increase  in  production  costs 
is  evident. 

I  must  stress  that  it  is  important  to  understand  that  rising  production  costs 
continue  to  cut  into  farmers'  profit  and  to  undermine  their,  and  the  Nation's 
economic  well  being.  Such  conditions,  of  course,  will  in  the  long  run  effect  con- 
sumers. Therefore,  I  remind  you,  that  Americans1  are  paying  a  smaller  percentage 
of  their  income  for  food  today  than  we  did  in  1950,  and  today  far  less  than  most 
of  the  rest  of  the  world.  As  has  been  said,  the  basic  farm  legislation  now  on  the 
books  will  expire  at  the  end  of  this  year.  The  American  public  and  agriculture 
community  in  general  demand  stability.  We  should  look  at  the  commodity  loan 
and  reserve  programs,  including  reserve  release  and  call  price  levels,  since  these 
programs  are  designed  to  help  farmers  hold  grain  until  the  market  prices  reaches 
a  fair  level.  This  legislation  must  not  in  any  way  lead  to  further  increases  in 
rising  production  costs. 

Agriculture  continues,  thanks  to  the  strong  will  and  rugged  spirit  of  American 
farmers,  to  be  the  star  in  a  dismal  picture  of  international  trade  balances. 

Looking  at  the  Nation's  problems  in  somewhat  of  an  overview  position,  I  am 
convinced  inflation  must  be  brought  under  control,  even  to  a  position  of  negative 
growth  is  not  enough,  and  interest  rate  increases  must  be  brought  under  control. 
No  longer  can  we  afford  the  luxury  of  continued  social  programs  with  their  builtin 
escalator  costs.  We  must  demand  a  change  in  directions.  Tax  payers  are  interested 
in  getting  more  for  their  effort,  with  less  taxation. 

Recipients  of  handouts  are  going  to  have  to  accept  some  sacrifices  alone  with 
the  rest  of  us.  In  fact,  if  the  socialistic-laborite  trends  are  not  eliminated.  .  .  . 
There  will  be  no  democracy  as  we  know  it.  Congress,  and  the  White  House,  no 
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matter  who  carries  the  ball  or  gets  credit  for  the  victory,  must  take  *  ataat£1bitt'' 
the  bullet,  and  again  restore  some  incentives  for  those  who  have  paid  the  freight 
for  so  long  to  fund  the  many  liberal  social  experiments  we  have  tolerated  lor 
about  40  years.  Throwing  money  at  some  individual's  personal  problems  Is  not 
going  to  give  us  anything  but  a  further  decaying  morality  and  bankruptcy  in 
government.  As  to  the  upcoming  farm  bill  now  before  subcommittees  of  the 
house,  it  is  my  understanding  that  what  progress  has  been  made  is  in  line  with 
this  administration's  campaign  promises  and  party  obligations.  To  reduce  regula- 
tory environment  directed  toward  free  incentives,  I  feel  that  the  proposed  new 
farm  legislation,  along  with  every  major  congressional  proposal,  must  be  based 
on  budgetaiy  considerations,  the  problems  and  results  of  inflation,  and  a  general 
theme  of  free  enterprise. 

Mississippi  farmers,  generally  speaking,  have  enjoyed  lean  profit  years  since 
1973,  that  is,  with  the  exception  of  1979.  Some  have  sought  to  cash  in  their  high 
investments.  Others  perhaps  would  if  it  were  not  for  tight  mortgages  and  liens. 
Still  others  are  hanging  in  there,  meeting  the  challenge,  and  as  with  all  true  land 
oriented  farmers,  working  hard  to  do  what  they  enjoy  and  feel  is  their  destiny. 

Yet,  there  is  no  getting  away  from  the  need  to  fine  tune  farm  operations  and 
struggle  each  day  with  the  cost-return  ratio. 

I  believe  that  the  farm-owned  grain  reserve,  as  has  been  part  of  recent  farm  bills, 
has  been  good  for  farmers  and  consumers,  and  that  a  simplified  program  will  be 
even  better.  I  would  encourage  including  a  reserve  entry  price  or  special  loan  rate 
that  encourages  farmers  to  place  grain  into  the  reserve. 

Target  prices  are  direct,  unrepayable  outlays  from  the  National  Treasury  and 

1  would  suggest  they  not  be  included  in  the  1981  bill,  because  loan  programs,  on 
the  other  hand,  are  obligations  that  must  be  repaid.  I  do  support  a  modest  feed 
grain  support  loan  rate. 

Great  progress  has  been  made  in  the  technology  of  farming.  Farm  machinery 
on  the  market  today  feature  computerized  modules,  tinted  glass,  air-condition 
cabs  with  radios,  tape  decks,  foam  cushions,  hydrolic  steering,  and  other 
sophisticateds. 

All  of  this  is  a  far  cry  from  hand  plows,  and  one-mule  sweeps.  Yet,  despite 
great  strides  in  productivity  and  manhours  saved,  and  while  each  farmer  produces 
enough  for  himself  and  60  others,  agriculture  is  plagued  with  inflation,  energy 
costs,  Government  regulation,  political  interferences,  and  the  same  other  weather 
problems  which  for  generations  have  worked  against  farmers  hoping  for  profit 
peaks. 

I  strongly  urge,  despite  needs  and  pleas  to  balance  the  budget  and  increase 
Federal  cutbacks,  increased  funding  for  research.  This  investment  will  yield 
profits  in  production,  greater  domestic  supplies  and  increased  goods  for  inter- 
national sales.  One  last  thought  in  this  area,  I  would  hope  for  increased  effort  to 
expand  commercial  exports. 

The  soring  opportunities  and  daily  challenges  that  this  presents  to  American 
farmers  must  be  considered  with  calm  planning,  personally.  I  am  reluctant  to 
openly  support  the  target  price  concept  tor  I  am  convinced  that  the  free  market* 
place  functions  best  without  artificial  support  and  burecratice  hinderance.  I  sup- 
port a  strong  Federal-State  marketing  improvement  program  and  the  Federal- 
State  market  news  program,  I  hope  that  the  national  participation  will  be  in- 
creased. In  the  area  of  research,  increased  productivity  means  planned  experimen- 
tation and  research  and  this  means  proper  funding.  I  understand  the  urgency  of 
improving  the  technology  base  ...  in  production,  processing  and  marketing ...  so 
that  we  may  meet  the  demands  of  world  trade.  This  is  very  important,  and  without 
increased  world  trade,  our  balance  of  payments  problem  will  grow. 

It  is  almost  a  personal  thing,  but  I  take  this  opportunity  to  thank  USDA  for 
support  of  Foreign  Agriculture  Service,  and  suggest  that  USDA  be  allowed  in  the 
framework  of  this  legislation  to  continue  to  fund  agriculture's  effort  to  promote  use 
of  Ametican  farm  products  overseas,  turning  now  to  the  world  feed  situation,  and 
the  crops  we're  considering  here  at  this  time,  are  part  of  the  world  supply,  I  am 
informed  that  the  1980-81  food  supply  will  be  tighter  than  in  the  last  several 
years.  Worldwide,  production  was  dismal  due  to  weather  conditions  as  a  whole. 
Global  food  production  last  year  was  about  the  same  as  in  1979.  Output  in  de- 
veloping countries  rose  by  about  4  percent,  the  increases  in  population  precluded 
any  per  capita  gains.  As  for  the  developed  countries,  food  production  fell  by  about 

2  percent,  and  there  was  a  per  capita  decline  of  3  percent. 

Our  food  is  the  most  bountiful,  the  best,  more  healthful,  safer,  more  nutritious, 
and  the  most  reasonably  priced  in  the  world.  A  vital,  expanding,  strong  farm 
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economy  will  assure  consumers  that  it  will  stay  that  way  in  the  future.  I  respect- 
fully hope  that  the  1981  farm  bill  will  promote  even  better  production  and  a 
reasonable  profit  for  farmers.  Thank  you  for  this  opportunity  to  address  this 
important  subject.  If  it  pleases,  the  chair,  I  will  take  questions. 


TENNESSEE  HEARING 


House  op  Representatives, 
Washington,  D.C.,  April  17,  1981. 
The  President, 
The  White  House, 
Washington,  D.C. 

Dear  Mr.  President:  The  Soviet  grain  embargo  has  outlived  its  usefulness 
and  should  be  lifted.  As  now  imposed,  the  embargo  impacts  unfairly  on  a  small 
segment  of  our  society,  American  grain  and  soybean  farmers. 

It  appears  to  me  there  are  three  primary  reasons  for  lifting  the  embargo  at 
this  time.  First,  it  has  not  been  imposed  across  the  board.  Hundreds  of  items  are 
still  being  sold  to  the  Soviet  Union  as  I  discovered  recently  in  a  Department  of 
Commerce  document. 

Second,  tensions  in  Poland  appear  to  have  subsided  substantially  and  the 
Soviet  Union  shows  no  signs  of  withdrawing  its  troops  from  Afghanistan  despite 
our  protests. 

And,  third,  the  5  year  United  States/Soviet  grain  trade  agreement  expires  this 
year  and  it  will  be  difficult  to  negotiate  a  new  one  as  long  as  the  embargo  is  in 
place. 

Mr.  President,  as  the  embargo  continues  we  are  placing  an  unfair  burden  on  a 
few  farmers  and  are  getting  little  in  return  from  the  sacrifice.  It  is  time  to  lift 
the  embargo  and  get  on  with  restoring  some  vitality  to  our  agriculture  economy. 

With  kindest  regards  and  best  wishes,  I  am 
Sincerely, 

Ed  Jones,  M.C., 
Seventh  District  of  Tennessee, 

Press  Release  op  Congressman  Ed  Jones,  April  17,  1981 

Congressman  Ed  Jones  said  Friday  he  was  asking  President  Reagan  to  lift 
the  Soviet  grain  embargo  saying,  "It  has  outlived  its  usefulness." 

At  a  Congressional  hearing  in  Memphis,  Jones  gave  three  primary  reasons 
for  lifting  the  embargo.  First,  it  has  not  been  imposed  across-the-board.  The 
Department  of  Commerce  has  issued  a  document  detailing  719  items  the  United 
States  sold  the  Russians  in  1980  including  machinery,  high  technology  gear 
and  consumer  goods,  and  the  sales  are  continuing. 

Second,  tensions  in  Poland  appear  to  have  subsided  substantially  and  the 
Soviet  Union  shows  no  signs  of  withdrawing  troops  from  Afghanistan  in  spite 
of  our  protests. 

And  third,  the  5  year  U.S./Soviet  grain  agreement  expires  this  year  and  it 
will  be  difficult  to  negotiate  a  new  one  as  long  as  the  embargo  is  in  place. 

Jones  said  he  was  particularly  upset  earlier  when  he  saw  the  list  of  items  still 
being  exported  to  the  Soviet  Union  such  as,  "motor  vehicle  parts,  air  conditioner 
parts,  cigarettes,  photo  equipment,  drilling  equipment,  oooks,  cosmetic  in- 
gredients, dishwashers  and  many  other  things  which  will  enhance  the  produc- 
tivity and  standard  of  living  in  the  Soviet  Union." 

"Additionally,  I  plan  to  support  an  amendment  to  the  Farm  Bill  to  protect 
farmers  if  future  embargoes  are  imposed,"  Jones  said.  "Hopefully,  an  amendment 
can  be  passed  requiring  that  commodity  loan  rates  be  raised  to  a  level  equalling 
the  average  market  price  for  that  commodity  for  the  15  days  preceding  the 
embargo  and  for  at  least  90  days  following  the  embargo.  This  would  give  minimum 
protection  to  farmers  at  little  or  no  cost  to  the  government." 

Jones  said,  "The  embargo  made  its  symbolic  statement.  It  expressed  our 
strong  objections  to  the  invasion  of  Afghanistan.  But  is  has  outlived  its  usefulness 
and  now  its  entire  weight  is  on  the  shoulders  of  American  farmers." 
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[The  following  material  was  furnished  by  Congressman  Ed  Jones, 

see  p.  185  for  oral  reference.] 

UNITED  STATES  DOMESTIC  EXPORTS  TO  U.S&R.  FOR  JANUARY  TO  DECEMBER  1880 
(By  descending  cumulativt  value— By  schedule  B  7-  digit  Commodity  Codt) 


Schedule  B    Schedule  E    Commodity 


Yeer  to  date       Thli  i 


AOCodt 


1303465 
1306540 
6923160 
1754100 
7905510 
6923820 
1775640 
5175120 
4807025 
1454300 
7733860 
1922500 
6923840 
7726220 
3382600 
6640230 
6785090 
6783557 
6743542 
6922985 
6613050 
7118710 
6839540 
6640572 
4754565 
6640577 
6640588 
6534690 
1552045 
6743529 
6743255 
6783512 
6640225 
6924016 
6743541 
7118750 
6785065 
3094245 
6611288 
6641092 
6013300 
6662510 
6856046 
6619880 
4921840 
6619855 
6783530 
4744160 
3093270 
7125045 
3100026 
6613046 
6605445 
7118730 
4756780 
7244440 
6605440 
7096320 
6748002 
7112420 
6749001 
1706500 
6641034 
5179540 
6743528 
3455030 
7091670 
7227500 
6745470 
6884060 
6826015 
6640227 
6839535 
6641098 
2500292 
6517500 
6839525 
1703320 
1923200 


0440045  Velio  w  corn,  not  donated..    ..$102,15158} 

0410040  Wheat,  unmilied,  r>ot  donated. 3% 681 227 

7223060  Trklyint  trac,  new,  ov  341  nehp 51.261.032 

2222040  Soybean*,  nipt...... _ 45.32L774 

8910945  Pr«  sens  tap*.  pl*tt  backini ______  42,387,256 

7843048  Parti  nipt  trtcMiylnitrclr 38,554,582 

4113040  T*llow,  tnedibts _,  28.148.185 

3355040  Petroleum  coke,  calcined .„__ __._  19,718,482 

5257080  Phos  acid  W  th  65  percent  P205  eqiv.  ..„..__„  17.440,321 

0577440  Almondj,  ihtlled,  not  blanched _ 17,899,345 

8910260  Machine  befts  nspf,  rubf,  etc 12,589,375 

0548420  Hepi.. „..._„_. 14-3736 

7843052  Part,  nspl  of  tractors,  nipt 9,644,671 

8910123  Wr  reinforced  bote,  r_brp  etc. 9.272,605 

6568010  Glass  woven  fabric* „„  8,591,740 

744,819  Shov/ldi  4  wb  dr  10-15  cu  yd 8,191,412 

7286804  Machines,  nipf 6  7_£037 

7286842  Parti  for  tire  building  mach. 6,002,718 

7361982  PreciigrindmchifiUylflBW, _, „  5, 835, 160 

7843046  Pts.  nspf  of  motor  vehicles _ _  5,707,305 

7413270  Pt_*non,|«  metal  proe  turn... _... _^__,__.  5,193,225 

8746066  C hem  analysis  eq  elet  and  pt*.... __^_  5,102,222 

7413160  PH  nspf  indui  torn  oven,  afc.  _„ 4, 904, 801 

7234052  Doier  attachments _„ 4,807,063 

3345160  Other!  ubricatmtotfi __„ __ 4,750,375 

7234062  Ripper*  and  rooten_ . 4,749,230 

7239060  Pfca  mspt  eicavatint  mch  nipf_  __ ___  4, 555, 434 

8121060  Parti  for  cooknfapper,  nipt— 4,381,585 

0611000  Raw  sugar,  bee!  or  cane 3,997,459 

7361235  Geariootti  rind  4  fin  mach... __,  3,950,987 

7361532  Drill  mcb  m_lt-$pin  J2,500ov.„._.__ 3,773,539 

7286210  Tirebtdf  mach  inc  vulcn  pn . 3,430,000 

7442815  Shev/ldr  *wh  dr  5-6 ^  cu  yd™ __.  3,403,050 

7441180  Pwr  induit  veh  nspf  oper  rd| ™  3,212,456 

7361975  Precis  est  cyl  .rind  men  new. „__ 3,168,890 

8746071  Phyiicalanaleqelclpti _  3,133,923 

7286832  Ma.hs,  prod  &  asiem  lemicond..... ..___  2,926,090 

2665300  Ac  ry tic  fibe  r  npntonti  n  uau \ 2, 899, 782 

7437050  Parts,  air  *  tat  compr,  mpf. „„„..-... 2,874,827 

7843070  Parti,  nipt,  for  conveyors 2,862,571 

2879310  Molybdenum  ore._ .__  2,862,093 

7272020  Meet/poultry  proc  mach  &  pts . ._»__,  2,773,333 

7648340  Radio  nav  recept  appara  mpl _. —  2,733,510 

7439040  Parts  nspf  filter  *  puril  en __  2,611,997 

5882160  Cellulose  compounds,  nspf.. .__, 2,581,226 

7436050  Water  niter,  iotten  eq,  etc. 2,533,399 

7286240  Ertrusion'moldmachfubp-les,. , .__  2,401,809 

5334540  Industrie  Warnfsh«... _.  2,295,864 

2671500  Grpfil  a  strips,  other  fib _  2,226,586 

8746086  Equip  nspf  test  else  circuit... ,_,_„ 2,189,601 

6517940  Celloloslc  cdnt  yarn  eic  lit.... 2,153,462 

7413260  Metal  treat  turn  n/etet,  mpl.... £088.878 

7139080  Pts  nspf,  diesel  an.  nspf , 2,032,702 

8746068  Chrumtf/ohc  inst  nelec*  pts, ._>..„..  2,017,331 

3341900  Mixturei  of  bydtcrbni,  mpf. 1,950,028 

8983280  Sound  etc  recordings,  nipt..,.., . 1,866,800 

7139070  Ptt  mpf.tr  actor  dies  el  en  g... 1,817,442 

7742030  Wed/Den  X-ray  eqp  S  ptv  nspf 1,738,733 

7373140  Parti  lor  las  oper  wrld  att ___ 1,682,282 

8746025  Artde  strervith  teit  eqpelec..... ._._  1,680,237 

7373160  Gas  -oper  weld  etc ,  nipt „ _  1,658,118 

1222000  Cigarettes.. „__ ._.  1,583,432 

7442836  Conveyors,  nspt,  cue  bell  type ,„„ _  1,425,035 

6633920  Carbon  0  iraphite  artel,  mpf_ _-_-_,__  1,420,217 

7361925  Math  tools  metal  fin  new  N/C ._ 1,420,000 

6552320  Celtulosic  knit  circular.. 1,412,784 

7741080  lltctro- medical  spparat,  nspf .„. __^  1,384,787 

8746094  Photoiraphic  light  meters. ._. „  1,379,487 

7369050  Acces  &  attch  for  wk  &  tl  hd..._ .  1,372,994 

7788860  El ec  aopar  ietet  parts,  nspf.... .„...,..  1,336,970 

7164078  El ec  rene rator s,40i -9999  kw...„ „;_  1,336,733 

7442817  Shov/ldr  *wh  dr  6  1/7-10  cyd 1,322,304 

•413140  Inductn  &  di elect  heating  eqp... 1,227,000 

7843091  Pts  mpf  load  i  ni  men  eft.  root 1, 210, 431 

2519220  Cotton  linter  pulp 1,208,747 

6954280  Sell  nspf  (20  mortfiftU) 1,198,189 

7413120  funnce  &  oven.  Indust  i  lib.... „,.  1,191,254 

1215020  Flue-cured  d«  ■  tob  stem _„  1,198,836 

0548440  Hop  eirtrect  end  tupulln 1,184,020 


3,295,551 

CwCim" 

%Bk741 

iTfiMoo" 

42C814" 
5,664,717 

1,743,205 
3^500 
606,863 

1,050,000 

7917664" 

224,735 
57%  375 

688,750 
52,924 
25^740 

814,500 


188,082 
804,527 

~T£m 

161,322 

""*«,*283* 

36?  601 


"WKih 


1,738,733 

~~iB£ta 


143,770 
188,968 


189,032 
483,448 
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UNITED  STATES  DOMESTIC  EXPORTS  TO  VJSSJL  FOR  JANUARY  TO  DECEMBER 

[By  descending  cumulative  value— By  schedule  B  7-digjt  Coeaaaodrty  Cede) 


Schedule  B    Schedule  £    Commodity 


Year  to  date      Thtsi 


AG  Code 


1215707 

6114040 

7118022 

8746039 

6640584 

7239020 

6307020 

6999140 

6923150 

7223050 

6785002 

7286812 

7096340 

7742040 

6745430 

7369030 

6743045 

7361225 

7125052 

8746088 

6783545 

7286260 

6741022 

7371900 

6605460 

7149920 

6802742 

7492060 

6640587 

7239040 

5185120 

6638030 

6604236 

7442823 

4331033 

5989820 

2500284 

2516000 

4331025 

5988020 

4720110 

5312210 

6743549 

7361110 

6802720 

7492054 

6640558 

7234048 

3100029 

6514045 

7108540 

8746018 

6743546 

7361990 

5311130 

6623211 

7108520 

8746016 

1471900 

0572120 

6743209 

7361409 

6685060 

7269920 

6743588 

7362810 

6782052 

7283460 

7108900 

8746022 

6745405 

7368060 

6782062 

7283960 

6604133 

7135010 

6839040 

7373280 

6515660 

6953880 

6743598 

7367065 

6680840 

7259900 

4440630 

5882130 

5198700 

6631060 

7101820 

9746010 

6640586 

7239030 

6782018 

7283240 

6782019 

7283140 

7229600 

8813960 

7118070 

8746059 

7370820 

8747440 

6846420 

7644040 

6640260 

7442872 

6640534 

7234022 

6640576 

7234060 

6783520 

7286230 

6743589 

7362815 

4925600 

5241010 

7108530 

8746017 

1454780 

2221060 

6640591 

7239080 

6743531 

7361935 

7240180 

8830070 

6305500 

5251080 

6745460 

7281960 

6743248 

7361518 

6783560 

7286846 

6611500 

7437010 

6783075 

7286140 

6859055 

7722000 

6745450 

7281920 

4383100 

5416640 

6619875 

7436060 

6617620 

7435000 

4331079 

5983900 

8189000 

9900000 

4194100 

5253620 

4010500 

5171045 

6743020 

7361215 

Bovine  upper  leather,  nspf SI, 

Vac  etc  mstmt  ind  proc  efec*,.,,,,^ **—._.-        1, 

Pti  nspf  oli/gis  drill  men ..... 1, 

Tungsten  wire „ ,_* 1, 

Trfclyngtrac  nw  260-344  nehp,. > 1, 

O/G  fid  wr  In  &  own  hi  equip.... 1, 

X-ray  eqp  &  pti  esc  med/den„, 

Parts,  nspf,  of  met-cut  mchti ..„ 

Gear  cutting  math  new,  nap! 

tlec  qty  meat  inst,  record  inf. ~__. 

Molding  mach,  nspf,  T  rub,  etc.. _. 

Convrt,  found  math  £  pt,  nspf., .,_____ 

Parts  of  induit  gas  turbines. ..... 

FJectric  control  vaMs,  «tc. ._„.__ , 

Pts  nspf  shovels,  drglnei,  etc., . 

Packing  and  seals,  aibestos. 

Tract,1! novel  loader t  new  nes., . 

Nickel  compound  catalysts.,,.. 

Wd  plp4  ip  alpha,  dislvi  |rd».._. 

Chlorin  paraffin  mi*  acyclic. .-,-, .- 

Color  lake  toner  cyclic,  etc.... 

Idm>ii  eictray  wire,  mettut.,,,,,, 

Safety  and  relief  valves..,,,, .— 

Excavating  mach in ei  new.  nspf..., ,_, 

Hv1oi>  cotit  yarn  ei  text  oth ._.. 

Balancing  machines  4  pi  rts._ .._._,.-___ 

Metal  fin  mehs  new  nes  }2,500.. _ 

Clay  hydr>stn|  callable  rif  r .- .,,. 

Calipers,  micrometers  &  prts .._..,. 

lemons:  fresh,. _— 

Mach  ctrs  horn  auto  tl  chg ._._._.._ 

farts,  nspf,  tor  printn  mach.,.. 

Mech  presses,  metal  ormr  new.. 

Mach  for  sort,  crush,  wash  ,ete. . 

Optical  mess  check  mst  nspf. ,.,,, 

Work  hold  A  posit  device,  etc,,.. 

Parts  for  sort  retc  mach,  nspf,... 

Diesel  engns  nspf  2Q1-500  h,p_ _„ 

Welding  A  cutting  mach.  nspf.. 

Hand  tools  nspf  and  mett  ptt... „ 

Metal  forming  mich  tools,  nspf. , 

Pis  f  pulp  finish  &  proc  mch 

Cellulose  esters,  nspf __ 

Abrasive  articles,  nspf. 

Metec-rlgcl  A  hydro  inst  elec..^.._. .. 

Pts  nspl  boring  drilling  mch.. 

Mineral  crush  etc  macn  stat.-. 

Mineral  classifying  etc  mach 

Movie  film  process  equipment. 

Gas  vir  inst.  efec.  ind  proc.. 

Dem  transport  scab  models.., 

Teleprint/teLety  pew  rite  mach.... 

Shov/ldr  tracked  160  hp  and  ov...  

Eicavris  crwlr  mW  cbl  Dp  nw ._ 

front-end  loader  attachments 

Inject  ion-mold  mach  rub  plat , 

Kyd  presses,  vert,  sing  action^ 

Drugs,  nspf.  cont  fad  rso.  etc. 

Gauges,  gauge  block  and  parts. 

Peanuti  shelled,  nt  p  *p,  nspf, .. ._ 

Pti  nipf  mvnfi.mmng  mch,  nspf... 

Sharpen  mchs  mellh  new  52,500 

Movie  films  nspf,  developed, , 

Silicon,  W  A  unwr  A  wtt  A  sc 

farts,  nspf.  of  mach  tool,  nspf, 

Bor-drill-mill  e*c  n'c  horir ., 

Parti  of  mold  or  fofm  mch  etc...., 

Air  &  vacuum  pumps  &  parts 

Pts  of  glaiswkg  mchs  (soft) 

Printed  circuit  boards.. 

Parts,  nspf  of  wdwrfc  mch  tli.,_ 

Vaccines,  toxoids  veterinary. 

Filtering  &  purif  equip  flipf. 

Centrifuges 

Prepared  culture  media. .   

Gen  merchandise  nov  1500  tit. ._ 

Manganese  oxd  ex  pigment  gr 

Oth  nitrocomp  ind  carb,  etc 


135,746 

118,735  S4.1U 

2*2?  *■•«* 

077,701 

065,937  718,510 

036,900         ....    _ 
979,822  """       9*206" 

977,827 

970,815  248,656 
953,966  1,120 
936,821  270,363 
897  352     — -L_ 

842,775  7777. :: 

841,000 

836,264  .. 

823.475  „Z ™ 

810,250 

801,751  "™"™ 
770,023  52,480 
751,104  28,491 
740,596     „ 

735,421  7777 117 

733,975 

733,670 

696,200 

694,438 

686,301 

682,538 

675,282 

660,000 

650,859 

650, 158      

606,555  """""480,499" 

602,476 

600,002     243,000 
593,830      .. 
592.891  """  110,888" 

579.057 

575,378      1,540 

574,226 

565,700 _ 

562,156  208,601 
559,347  90,740 
537,903     295,024 

529,928 

525,800 

524,683 

523,708  91,813 
501,350      52,379 

488,750 

487,700      60,352 

486,150 

486,150 

482,919 

434,626 

433,976 

433,204      19,236 

418,746 

418,286 

407,651      52,924 

402,297 

400,000 

395,504 

394,436      91,925 

393,000 

392,006 

386,817      1,800 

378,500 

375,951 

371,511  371,511 
356,469     177,276 

353,695 

353,575 

348,364 

344,833  52,927 
343  844 

341,' 716  309,"514" 
328,765 
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UNITED  STATES  DOMESTIC  EXPORTS  TO  U.S&R.  FOR  JANUARY  TO 
(By  descending  cumulative  value—  By  schedule  B  7-digtt 


Schedule  B    Schedule       Commodity 


cm 

Year  to  date       This  month      AQ( 


6640245  7442864  Shov/ldrs— tracked  6S-S9  h.p-_„ 

1215737  6114070  Bovine  leather,  Mpl 

6826062  7169060  Part*.  nspf,  of  generators, _.. 

6785055  7286808  Metal  treat  mieh  A  prtt,  nspf . . . 

3099700  6519540  Yarns  of  ftes*. . 

5473720  6649240  Cat  hod*  r»y  tube  gh-envelop 

6783055  7286120  Glass working  mach  (soft  it) 

6839030  7373270  Arc  weld  roach,  routing  type..,.. 

6745440  7369040  Parts,  nspf,  of  m«t-for  mchtl... 

7733000  7732400  El«  insulators,  rubber,  etc 

6707810  7244950  Pts  at  yarn  producing  machs. . .., 

6742008  7372150  lube  mill  machry  A  prts,  nipf. 

4152900  5251140  Chemical  elements,  nspf.._ _. 

6529190  6911085  Strctrs  a  pts  it  a  stl,  nspf 

5193520  5253950  Silicon  carbide,  manufscturd .  . 

4203700  5253722  Potassium  compounds,  nipf... 

6924008  7441140  Elec  pwr  indst  trks  optr  rdg.„„_„ 

6561800  8974040  Artel  nspf  of  prec  rr-.fcL  ei  il  .  .  .  

6743538  7361965  Prec  grind  mach,  new,  nipf .__ 

6747412  7451940  Pirtt  for  rock  drills 

6922932  7843030  Transmissions,  truck  A  bus » 

6617060  7416042  Machs  treat  chem  temp  change.  „.„_ 

6617065  7416044  Machs  treat  rub  4  plast  temp.. — 

7715200  5886190  F itm  etc,  plast  nspf  &  rubor ._„ 

5312710  6623235  Fire-clay  bricks  e*  hi  alurm»„, . 

6743266  7361421  Profile  dup  etc  milling  nut*.. .__._ 

6747420  7451110  Lube  equip;  pneumatic,  etc _-, _, 

1215726  6114050  Bovine  g love  and  grmnt  ithr. . _.. 

6924012  7441160  Gas  pwr  indust  trki  oper  rdg ..... 

6743584  7362240  Ben  d  A  form  mch  ne  N ,  ni  pU . , -.*- — .. 

6626010  7452720  Metal -cleaning  mach  A  parts  , „*-*..—  - 

6745410  8746001  NC  metalwork  A  ot  mach  tolls „ 

7745020  8910980  Articles,  rubr  &  ptasfc,  nspf... 

2749540  8928800  Printed  matter,  nspf ...... 

7714300  5886150  Film  etc.  poly vinyl  plastics 

6743516  7361376  Hon;  bar  mach  mult  spin  ne* ..^ 

7102840  8741240  Geophysid  inst  A  pts,  nelec 

7950000  9310160  Nonenu merited  products  nspf-. „.„..„.. 

6660090  7211980  Parts  nspf  offarm  mach,  nspf.,. .. 

7121520  8746078  Radiation  meatfdetectrnstmL... 

6859090  7721078  Pts  elc  switch  relay  etc.  nspf 

7091665  7741070  Patient  monitoring  systems  . , ......... 

7245000  9310110  Scrap  photographic  film _.... 

7125032  8746083  Osciftscpes  oscillirph  A  pt$ „„ 

6640216  7442804  Shov/ldr  4wh  rjr  und  1  cu  yd 

4041840  5172016  Resorcinoi_ . — 

6872013  7283220  Crush  etc  mach  for  mnrt  port..  „„,„„-—-.. 

6802749  7492066  Pa  rts  F  ta  ps  etc  ex  hnd  opei._  _  _ _ 

6741012  7371140  Casting  machines,  nspf „. 

7090200  8720405  Optical  inrt  etc.  med,  A  PU ~-.,_ . 

6617640  7439020  Parts,  nspf,  of  centrifuges.  ___ 

7118002  8746031  Contrl  inst  heat  sy  etc  A  pt. „ 

6662554  7272040  Fruit  A  wf  proc  mach  A  pts . 

6660028  7211260  Fertilizing  machines 

6611251  7431025  Air  comp  stal-15  h.p.  A  under 

7118062  8746057  Display  mst  etc.  elect  siiL __„ _. 

7091655  7741050  Electrocardiographs 

3100010  6514400  Prjlyeiter  cont  textured  yam « 

7714400  5886160  Film  etc,  polyethylene „_. 

4311220  5173455  Glycerine,  crude.  _ -...„. „._. 

7118080  8746062  Gas  ver  inst  etee  ei  Ind  pre - . 

7118010  8746034  Temp  instmt  ex  ind  proc  eiec .—  . 

6626015  7452730  Steam  A  blast  dean  men,  snpf « 

6763050  7518830  Office  machines,  psnf „._.. 

4440640  5882140  Chem  derivs  cellulose  unplas 

7121560  8746079  Pts  nspf  red  meas/detct  mit. 

6921650  7442270  Hydraul  cranes,  mobile,  nspf .., 

6055080  6812240  Rolled  platinum  grp  mil.  nspf . 

6055660  6812660  Platinum  prod  nspf.  n  rolled 

6743254  7361529  Drill  mchr  NC,  new  $2,500  A  ov, 

7118720  8746067  Spectra mirenst  nelec  *  pts. ... 

4353300  5418140  Corticosteroids,  nspf.  bulk..... 

5312720  6623241  High  alumina  bricks  A  shapes 

4182200  5253425  Calcium  hypochlorite _.._._ 

6617075  7416048  Machs  treat  mttr I  nspf  A  pi* .„.. 

6803586  7491045  Ball  bearings  (unmnt),  nspf — 

6743257  7361536  Drill  men  sing  spind  uprile . 

4426900  5417548  Nonsteroid  preps,  nspf. _.. 

7125025  8746082  Freq  test  apparatus  A  pirtt...„ — 
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UNITED  STATES  DOMESTIC  EXPORTS  TO  U.S&R.  FOR  JANUARY  TO  DECEMIER 
[By  descending  cumulative  value—By  schedule  B  7-digK  Commodity  Code] 


Schedule  B    Schedule  E       Commodity 


Year  to  date     TMa 


AQCod 


6660058 

7212440 

6613030 

7413230 

6601024 

7111065 

7091340 

8720430 

7091620 

7741040 

7125055 

8746090 

2703080 

8921155 

6613020 

7413220 

6743525 

7361383 

4210850 

5253753 

6884010 

7788820 

5476000 

6658100 

6859026 

7721018 

4743750 

5334515 

6781000 

7248030 

6494595 

6954165 

6839570 

7373210 

6859070 

7721062 

4424400 

5417526 

6496840 

6954260 

6803595 

7491080 

6613578 

7414138 

3590000 

6568080 

7725000 

62t7040 

6308500 

6999890 

6572180 

6997370 

7725105 

6251000 

7725160 

6257070 

7725400 

6257080 

4594500 

5514020 

6621265 

7452260 

7094500 

8720340 

6846440 

7644050 

7225720 

8813910 

4359500 

5418255 

6609415 

7424016 

7095500 

8996240 

6743533 

7361955 

5353120 

8122000 

6852765 

7649350 

6743241 

7361505 

6107515 

6785025 

6608740 

7188040 

6923340 

7224055 

6859006 

7721006 

7102820 

8746011 

2707600 

8922010 

4925750 

5241040 

6722540 

7243960 

6307080 

6999160 

7227200 

8811200 

7244585 

8983190 

7094000 

8720320 

6743249 

7361521 

7096640 

7742060 

6831020 

7781220 

6613565 

7414124 

6859034 

7721024 

6804940 

7493020 

5311125 

6623206 

7905560 

6424440 

6623420 

7452540 

6802748 

7492064 

7224160 

8813170 

7118090 

8746064 

5441000 

6649145 

6826064 

7712060 

6762870 

7526090 

7118760 

8746073 

7223620 

8812920 

6662572 

7213020 

4422500 

5417512 

6640539 

7233020 

6829000 

7788180 

7090900 

8720415 

6858010 

7788420 

6762825 

7526010 

2528310 

6415930 

2500281 

2517280 

Mach  nspf  prep  crops  for  use.. 
Pts,  nonelec  indus  turn  nspf... 
Steam  benerating  boilrs,  nspf. . 
Syringes  4  pts,  nspf  exc  ndle.. 
Elec-med  theraptc  devce,  nspf.. 
Elc  qty  meas  inst,  nrecordng... 
Techncl,  scientfc,  prfssnl  bk$— 
Indust  turn  nonelectric  nspf... 

Vertical  lathes  exc  n/c  new 

Sodium  hydroxide,  dry 

Signal  generators 

Phrmctcl,  lab,  etc  glassware... 

Switches,  snap-action 

Industrial  paints  and  enamel. 


Shoe  machinery  &  parts,  nspf... — 

Intrchnfbl  tools  f  hnd-mch  t 

Elec  braz  &  cut  eq  &  pt  nspf 

Ac  motor  strtrs  600v  or  less 

Antacids,  in  doses - 

Knvs  a  ctng  bids  inspf  F  mach 

RoHer  bear  etc,  parts,  nspf 

Condensers,  commercial  refrg 

Textile  fabrics,  nspf 

Pn  tractor  etc,  tires — 

Base  metals,  nspf __ ~ 

Articles  of  iron/steel,  nspf 

Pn  auto  tires,  new 

Pn  tires  nspf,  incl  used,  etc 

Nonpneumatic  tires 

Perfume  oil  mixt  blends,  nspf 

Packaging  &  wrapg  mach's  nspf 

Artifclresp  &  oth  therpy  eq 

Telegraph  apparat/parts,  nspf . 

Movie  film  viewers,  etc 

Drugs,  nspf,  bulk 

Oil  well  and  oil  f  eld  pumps 

Artifcl  teeth  4  dentures,  nspf 

Flat  precis  grind  mach  recip 

Ceramic  plumbing  fixtures 

Radio  Equip,  nspf&  pts,  nspf 

Used  bore-drill-mill  machs — 

Cstir  finings,  malaMe,  nspf 

Non-elec  eng  motor,  nspf  &  pt 

Agr  trac  wh  tp  120-139  ptohp 

Circuit  brkr  1,001  V-345  kv 

Geophysical  inst  &  pts.  elec 

Newspapers,  unbound 

Chemical  ele  A  isot  nspf  rad 

Parts  of  comm  &  ind  sew  mach 

Tungsten,  nspf 

Photo-flash  apparatus 

Magn  media,  nspf,  unrecorded 

Mechanotherapy  eq  etc  &  pts 

Bor-dritl-mill  exc  n/c  vert .. 

Radiatn  measmnt  eq  etc  &  pts 

Storage  batteries,  lead  acid.. 


Soda  foun  &  beer  disp  refrig. 

th  10  amps. 

Parts  of  speed  changers,  etc.. 


Relays  rated  less  th  10  amp 


Prep  act  an  Mood  cardio  sys. 

Road  rollrs  vibra  slf-propld 

Elecmagntc  device  &  pts.  nspf. 
Bougies,  catheters,  etc  a  pts.. 
Fxed  capctr  tantlm  eiectrttc. . . 
Random  acess  aux  stor  units.. 


21.8 


Plastic  refractories  of  clay. 
Pres  sens  tape,  paper  backing. 

Weigning  machinery,  nspf 

Taps,  etc  ex  hnd  opei,  nspf .. 

Still  film  projectors,  nspf 

Gas  var  inst  nelec  ex  ind  pr... 

Flat  glass,  cut  wrk  etc,  nspf . 

Elec  gen  eq,  nspf  A  pts,  nspf 34,563 

Com mun  &  peripheral  eq  etc 34,376 

Physical  anal  eq  nelec  &  pts 33,697 

Movie  camera  parts,  nspf 33, 489 

Indust  dairy  plant  mch  &  pts. 


163,612 

•M19 

62.923 

61,776  11,304 

61,713  9,700 

61,680  1$680 

60,917 

60,560 

59,586  13,903 

5?  569 I 

S,  786 

58,489 

57,966  55,666 

57  858 - 

57,400 

57,400 

57,211 

56,448. 
54,725 

54,365  _ 

54,000 

53,000     __.  _ 

53,607  ~       "53,"607" 
53,500  53,500 

53,250  5,000 

52,924 

52,924 

52,924  _  

5L030  __"  _- 
48,870     "      "  1,404 

48,759 

48,420 

47,500 

46,452  3,296 

45,397 

45,300 

45,100 

44,962 

44,576 

43.520    .    __ 

43,200 

43,165  8,452 

41,805  41,805 

41,300 

40,556 

40,358 

40,171  1,280 

40,123 

40,000 

40,000 

39,599  34,220 

39,547 

39,000 

38,991 

38,750 

38,610 

38,857 

37,338  1,282 

36c  430 

36,077 

35,450 

35,412 ~ 

Sao3 —- 

34,748 

84,737  30,999 


Filter,  similar  abs.  rbnt  ppr ___j«h> 

Wd  pip,  sulphate,  U,  Wd,  nspf 29, 205 


32,960.-. 

32,149 

31,576  „ 

31,500 

30,697  ... 
30, 180  _.« 
2*862.... 
20,920  — 


7.622 
1,410 
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UNITED  STATES  DOMESTIC  EXPORTS  TO  U.S£.R.  FOR  JANUARY  TO  DECEMBER  1980-Continued 
[By  descending  cumulative  value—By  schedule  B  7-diftt  Commodity  Code] 


Schedule  B    Schedule  E    Commodity 


Year  to  date       Tliij  month       AG  Code 


5311070 

5173435 

6762830 

7526020 

6704030 

7247140 

2704000 

8921175 

6609480 

7428860 

7082260 

8841280 

2500287 

2519100 

7091615 

7741030 

4754560 

3345140 

6827000 

7788140 

6839560 

7373260 

6765585 

7591480 

6866020 

7782520 

7700840 

5885160 

7240120 

8830010 

6612328 

7415015 

5193580 

2772240 

4331095 

5988055 

4213400 

5253762 

6809230 

7499200 

6802500 

7492052 

6859038 

7721028 

6682020 

7518120 

6442100 

6842740 

6660059 

7219780 

6469140 

6991140 

6640582 

7239010 

2707400 

8928680 

6612327 

7414137 

6494510 

6954125 

6494550 

6954145 

6747423 

7451160 

6847030 

7642060 

7125020 

8746081 

6491420 

6953116 

6826050 

7712020 

6803583 

7491030 

2744000 

8960800 

7242640 

8983250 

7714600 

5886170 

6762840 

7526030 

7113320 

8746027 

6403820 

6924560 

4754520 

3345115 

4868900 

5910055 

7722140 

8910935 

6836080 

7783170 

7087800 

8710640 

6660065 

7211960 

7110100 

8746024 

4420900 

5417150 

6609405 

7428100 

7229520 

8813940 

7252500 

8982640 

6869060 

7782550 

6803582 

7491025 

6626055 

7452790 

6747422 

7541150 

2500225 

2518200 

2707820 

8922020 

4419000 

5417504 

6762700 

7522000 

6603040 

7120050 

6851060 

7649305 

4352600 

5175095 

7352585 

8947299 

7118054 

8746052 

6609465 

7424062 

6616060 

7452160 

7221990 

8811180 

6605250 

7131900 

7650300 

8960100 

6533160 

8124245 

6641091 

7843066 

6762100 

7518810 

4193500 

5253610 

7224360 

8812260 

6852085 

7649330 

6667500 

7782530 

6495100 

6954180 

Methyl  alcohol  „„„„ __ 

Serial  aces*  aux  slor  units,....  „„ 
Wash  mech  X  ten  frith  tommer^.,. 

Bocks,  roof. ,,„. __.„ 

Pumps  for  liquids,  root ,„., 

Optics!  dementi,  mtd,  nspf ..._.__, 

Sem<-chem  wd  pfp,  scrngs,  etc 

Ultrasonic  therapeutic  devte 

Quenching  or  cutting  oils,.„ 

Permanet  magnets ... 

Sol dr fig  rach  nspf  and  prts,  ropf... 

Parti  lor  office  mach,  nipt. , 

Sealed  bm  fit  Imps,  6  in  A  ov 

lam  rod*  &  tubes,  ther  rnsetti, , . . 
Movie  features  35  mm  ov,  poi.-.. 

Air-cond  mach  1  parts,  nsps 

Abrasives,  nsnf.  manufactured-... 

Mis  A  prep  nspf 

Sodium  lilicate* ....__ 

flaskets  of  cork  etc  A  sets. 

BaHcock  mechanisms  A  parts t, 

£lec  i witches  4  relays,  nspf, 

Blue  brown  &  while  print  mch.„ . 

Foil,  base  metal  nip* 

A|rdtrl  A  hrtcltrl  inch  nspf 

Door  locks  nspf  of  base  metal 

Pts  coal  mining  mch  nipf. . . 

Advertising  print  matter  nspf 

Recip  liquid  chilling  air-C. 

Mil  ctjj  end  milling  cutters.  „ 

Twist  drills,  metal  cutting 

Grinders,  polishers,  etc.. 

Audio  treq  elet  amps  'preamps.     . 

Volt  currenl  resisl  lest  eqp « 

Bnd  saw  bids,  metal  cutting 

Elec  rectifying  apparatus.. ,__. 

Radial  bb  unmont,  30  N/O  52  mm. 
Postage  and  revenue  stamps. .... 

Phonograph  record*  nspf 

Film  etc.  polypropylene.. 

Terminals,  nspf,  adp 

Hydromtrs  ther  ml  rs  etc,  etec._... 
Tanks  ov  75  gal  cap  F  *tf  mfg. ._ . 

Auto  dirsel  £  mar  en  lub  oil 

Herbicide  prep,  nspf... ..,.., 

Containers,  plait  c  etc  nspf 

tlceq  &  pt  nspf  int  com  ene..... 

Electron  &  sim  micro  &  diff  ap 

T*ts  ot  planters,  seeders  etc 

Balances  5  cenlgrm  sensitvity. .  - , 

Single  antibio  systemic,  nspf 

Pumps  for  meas  &  dispens  liq... 

Micro  film  fini jhint  eqipmnf 

Woodwind  music  instruments 

Filament  lampi  n*pf.  ov  lQ0v 

fladial  BB  unmount  &  N/O  20MM, 
SprqymR  equip  njpf  A  parli...... 

Wrenches,  porta  pneum,  etc . 

Wd  pip.  sulphite,  blchd,  nspf 

Newspaper*,  bound 

Artif  mil  no  inlihio  or  vita . 

Digital  electronic  compl,  etc. 

Parts  nspf  of  iteam  turbines,. ... 

Prts  njpf  television  cameras. 

Fnrvmes  except  rennet,  bulk 

Game  sport  or  athl  eq,  nspf. 

Liqd  cntrl  inst  nelec  ind  pr. 

Rotary  pump*  for  liquid,  nspf 

Calendering  mach,  nipf  &  prli..... 
St  cameras  nonhand-type,  nipf. .. 
Pts  nspf  of  piston  a.'c  enfl........ 

Paintings  etc,  by  hand 

Houshld  liftitfal  fiitursj  nspf 

Parts,  nspf,  elev  A  moving  stwy_. 

Number,  date  etc.  machines 

Masnes  ium  com  pounds 

Movie  projectors,  nspf 

TV  apparat  nspf  &  parti,  nspf. ... 
Filament  iamps  nspf  und  IOOV__,_ 
Intrchgbl  tool*  nspf  FHOM..... 


J27.504  J23.665 

27,500 

27,657 

26,140  25,000 

25,970 

25,850 

25,136 

24,823 

24,761 

24,650 

24,545  7,800 

24,348 

24,325 

24,102 

24,101 

24,000  6,000 

23,723 

23,709 

23,700 

23,692 

23,485 

23,258  1,752 

23,144 

23,107 

22,829 

22,755 

22,725 

22,570 

22,500 

22,200 

22,200 

22,183 

22,060  9,500 

21,898 

21,663 

21,532 

20,871 

20,387 

20,057 

20,000 

19,756 

19.645 

18,900 

18,617  18,617 

18,615 

18,532 

17,894 

17,880 

17,880  3,336 

17,730  12,130 

17,643 

17,607 

17,586 

17,535 

l/,419  1,654 

17,353 

16,833 

16,516 

16,426 

16,335  1,338 

16.250 

16,020 

15,974 

15,700  1.700 

15.549 

15,480 

15,173 

15,000 

14,697 

14,555 

14,326 

14,300 

14,234 

14,107  2,952 

14,000 

13,903  13,903 

13,453 

13,450 

13,446 

13,328 
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UNITED  STATES  DOMESTIC  EXPORTS  TO  U.S.S.R.  FOR  JANUARY  TO 

[By  dtsctnding  cumulativt  value— By  schedule  B  7-difKCOMi 


Schadule  B    Schedule  E    Commodity 


Year  to  date      Hit  I 


AOCe* 


6847010 
6805200 
6613566 
6747427 
7092520 
7101840 
6611030 
7091200 
7095700 
4925840 
7229540 
6494240 
6852017 
6605260 
6495400 
7118066 
6826052 
4661600 
7272820 
6470440 
6854010 
6613568 
1009640 
3815940 
6859054 
6803584 
6844092 
6923420 
5198300 
6857077 
7096120 
6876031 
6487240 
7370840 
7230600 
6857095 
6182100 
2567120 
6803594 
5311135 
7095600 
6856042 
7252100 
6836020 
7118034 
6824510 
2708220 
1000240 
6760570 
4310290 
6876084 
6820520 
6621292 
6403225 
7223640 
7231550 
7741500 
5456020 
6765580 
6857065 
7254740 
3580400 
6130520 
6613598 
6876027 
1908000 
6611040 
2703085 
2708240 
7080600 
6747426 
6605210 
6765540 
6743565 
3580200 
6853910 
6859002 
6488000 
7244505 


7642020 
7493035 
7414126 
7451960 
8720440 
8741220 
7434060 
8720420 
8996280 
5249140 
8813950 
6954120 
7619960 
7139030 
6954300 
8746058 
7712030 
5544034 
8218056 
6991310 
7638860 
7414128 
9410000 
8411012 
7721050 
7491035 
7758960 
7224080 
6631040 
7788338 
7742010 
7764020 
6051040 
8942305 
8822605 
7788360 
6842140 
6429030 
7491075 
6623321 
8996260 
7648330 
8982620 
7783110 
8746043 
7164030 
8922045 
0014015 
7511040 
5111900 
7768940 
7711010 
7452320 
6924530 
8811900 
8822645 
8959460 
8124120 
7591420 
7788320 
8982860 
6579240 
6822525 
7414960 
7763015 


7434080 
8928620 
8922050 
8841160 
7451190 
7139010 
7599060 
7367048 
6579220 
7638820 
7721002 
6953420 
8983110 


Microphones,  ...._. .... 

To  r  qui  con W I*  ri  A  part* ^_ 

Commercial  refrii  &  freezers 

Part*  4  attach,  nspf.  etc.. 

Denial  hand  instrumnti  A.  pis..... 

Hetorl&cl  A  hydrd  inst  nelec. 

Fan*  &  blower*,  nspf.. ., -*_* 

Blood  pre**  etc  appara  A  pts .. 

Orthopedic  ■pplncti  etc.  n*pf.._... 
Radioactive  isotopes  a  cmpo*,..... 

Sltilm  finish  enuipront.  nspf 

Metal  forming  A  thrd  rl  dies. 

TV  rcvfs  color  fully  aum  bid.  ....... 

Pts  nspf  of  tractor  ectjnea 

Tool  tip*,  etc,  n*pt_. 

Dlsply  imt  ate,  pneumtc  lit-.-  -   .- 

Coils  &  indoti*  mtr*  gen  etc. ._ 

Synth  Mill  alM  A  acid  TV 

Coon  ten,  shelve*  etc,  metaL . 

Auto  hrdwf  e*  hi|  but*  b(  mt_.____ 
Tape  rcrdrs  etc  and  o.  nsp1_.._... 

Refiit  endos  commeral,  nipf 

Live  animals,  nspf, ....... .,. 

M  B  W  appt  nspl  mmf  N  kt._ 

Connectors,  nspf  .......... 

Radial  SB  unmnt  52  NO  100mm. . 
Pti  nspf  eJec  hting  appa  fiapl...... 

Trac  wh  tvp  nspf,  un  bo  nenp.„.. 
Abrasive  wheels,  diamond ........ 

Fire  alarms,  electric,  nspf....._... 

X  Ray  tube*.,,.. _. 

IC-S  monolthc  linear(anak)g> ._ 

Shovels,  hoe*,  axes,  etc...  „_.,.. 

Transport  scale  model*,  nspf 

Movie  film  uneipo*,  an  35mm 

Elec  sig  eq  nspf  A  pttH  nspf. 

Aluminum  wire. 


Filter  paper,  cut  to  *ize...._. 

Spherical  roller  bear  &  prts. 

Clay  refractories,  etc,  nipf ..... 

Internal  fixation  device* _., *.*, 

Red  nav  recept  appara  aircJI..,. ta 

Bras*  wind  mustc  instrument*. , 

Battery  charging  gen  *  alt.. ...... . 

Vac  imt  ind  proc  nelec,  nspf 

Elc  motor  DC  ov  1/10  un  1  hp_....... .. 

BusEne*s/prf*snl  periodicals — —. 

Chickens,  live,  enc  breeder,. ...... 

Typewriter*,  non-auto,  nipl. .__.., ._, -*. 

Hydrocarbons  ecpt  dertvt  nipf.. ......... — 

Pts  of  electron  tube*,  nspf... _ 

Transformer*  less  than  40  VA — 

Pts  of  dishwashing  machine*.  .^ 

Steel  barrels  and  drums. . — 

Still  camera  parts,  nspf 

St  amateur  him  imeipoied -. —  — 

Inked  etc  ribbons,  plasl,  etc.. 

Illuminating  artels  of  glass ,.....^„.. 

Parts  of  photocopying  mach — .... 

Indictr  phis  nspf  A  pti,  nspf ..... . 

Elect  music  instruments,  nspf..--- 

Other  belts  etc  V-belts 

Pipe*,  alloyed  coppr  plmbftt--  — - •- 

Parts  nspf  F  refrii  eq  nspf... 

Power  transistors. . . .  ...... — 

Skeletons,  prep  of  anatomy. ...... _„.._..-_ 

Parts  ,nspf,  tan  4  blower .— 

Catalogs.... .......  ...„_.... r 

Periodicals,  nspf . .... . - «. — 

Optical  elemts,  not  mid,  nspf ........... 

Power  oper  nonelet  etc.  n*pl_. . 

Pts  nspf.  auto  gasoline  eng _. __.. 

Parts  of  *cc  A  cat  mech  etc 

Sawing  mens  metlcul  J2.50O  &  ov.... ... 

Belts  etc  test  fiber  v-bett* 


m  circuit 
Pliers  npprs  spier*  hni 
Audio  tape,  unr 


5,  no 

1<150 .. 

11000 .... 

12,995 „ 

l£783  11,212 

12,780 

1*030 

12,470 

1*244 

12,190  

12,100 

1*154 

12,100 

11, 070 

lCes 

11,004 

11,500  1,282 

ii,so4 

11.410 

11,304  11,394 

11,250 

11,150 

11,007 

10,792 

10,770  10,770 

10,010 

10.400 

10,250 

10,200  10,200 

10,100 

10,059 . 

10,000 

1877 

9,715 

9.555 

9*506        

1333 

1310 

0.300 

1250  .       .... 

5  207     ~       3,507 

9,064 

1013 

8,993 

1700 

J  700 

0,873 

8.040 

0,026 

8,486 

8,472  2,022 

5  307 „J1 

8,229 . 

1137  1,692 

$078  1078 

fooo 2 

7,000 «. 

7,000 

r,8i4 

7  780 

7,770 

7  740 

7,790 

7.500 

7,500 

7P,S00 

7,473 

7  450 

7  379 

7!  331 

7,200  ............... 

7,000 

7,  on 

7,030 

7,090 
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;*iTsa  rr*TK  sown*  wwm  to  ujjl  rw  j 


feMAitet     VMvtoE 


WWW 

mm 

444*210 
VVttti 


OOHMO 


711*14 
41U640 
M71100 
0024*75 
647*05 
6744740 
4745420 
•743547 


•003770 
•057470 

5179570 

•077470 
7017400 
7770140 
7744546 
4727300 


0417310 
0971013 
7507400 
•743549 

•944770 
•471794 
7073400 
7740130 
•475155 
1103410 
•057770 
•609410 
•401524 
7007400 
0070540 
•715010 


7733000 
5105100 
•470040 
4331000 
MS9007 
•517700 
••07770 
4311090 
••17003 
5311155 
4975170 
M09473 
7733120 
•87M17 
7774120 
4920590 
7231535 
•677480 
•745003 
•715017 
•876057 
•157075 


•007765 
7905000 
7774140 
7040170 
5314410 
•059004 
7700900 
5400700 
MINIS 
6613355 
•IS0O35 


7144002 
9770435 
0717100 
0913150 
5753005 
5001140 
7414112 
7010010 
0997290 
7307970 
7044070 
7452340 
0991900 
0030070 
7104050 
•700030 
7043040 
7139090 
7117060 
0710070 
7711070 
7700078 
7135055 
0077740 
•637000 
6991375 
5544007 
7771074 
6953830 
7497040 
5173057 
7410051 
0073341 
5249170 
7474077 
8910770 
7767075 
8813130 
5973090 
8877640 
7101010 
7368040 
8746003 
7763059 
7649375 
7133010 
7497046 
8999770 
8813150 
8474070 
6673766 
7771004 
5885170 
6650900 
7436030 
7414120 
7700460 


immanent*  tm  m0 

4*  «*r 

'^0^/ww^^VMt^ f  HKft,  CPf  hM  . 

»***»«*  luff*  tap*..,. 

mrnt&Slm.. 

*«Sto  twt  AM  AM/ffc  tt  x*> 

r,#fb«n  #  ttetrodn,  m»t... .__.., 
M«tort#  AC,  «*4*r  1/40  lp 

HfprtttmK  ftt*dl*i _.,„_.„. 

(Men,  tie.  forniturt  |>  pt».+._„„ 

Cwpwlif  tip*,  uorfeofdwl.,.. 

Tlfl  MMM 

TpOity  r«*r>i  .... , 

ff«m  'tft  tofl  ufi*t» .. 

Pitinff  ctri,  nn,  6  eyl  4  nftd 

Bryltlfri,  mpf       .... . 

Mttlfcrfin  mchi  r**«md  12*500. 

Telephone  ppiitrum«rfti  . . 

Perh  of  pirktiirti  (nichinn . ...... 

Ww  emctei.  nipt *_ ^ 

Movie  fcilufm  J4mm  ov,  nei      ... 

HoiOfl  *.,  ?oi  toMOhp -„. 

Al  It  wltf  tb|  )n  ■frctl.  ntpf 

Ri<t  tfftltv'i,  rupf  31  400  M  Mr 

Pti  niof^  ftifTnrnn  ri<»t*l  ent*—  -  _-  - . 
Ayt  pfint  nipf  vepor  blrh  typ... .... 

Compound  optical  microKopm ...... 

I  rent  bout  4(1  vi  but  un  ]  kVA..,.  _ 

Wlf 0  wtivlng  etc  mKhlnti . 

GiiUJnir  in|l(t«,  lulomotlvf.  _.„... 
Ml  hifld«  peper  mpf,  lineip. ....... 

Peper,  cloth,  etc,  Ctd  w/*bntt.  

Doori  tlopt,  hdwri,  rupf,  H  ml 

W*»h  «  cImm  ppfpi,  nipt    . .... 

Pvli  cheuH  breikir,  rupf        . 

Dr|(  IM  1p|  IrKill  e  pirlf 

Upt,  efch  hind  openfid  mpf. ...... 

Qrgmle  compupnrfi,  nipt. , ......   .. 

Huef  "cM^nj(<irtf  nipt.. 

Nonctiv  ftfrictorm,  nipf 

D«ulftibm  critic       .    

R*ripfot»tta|  p«mpiH  nipf..,.. 

Conveyor,  etc,  biltih  rubr,  etc 

OJmJ  Med  1»troft  elect  tub* 

Slfclf  |irniPi-fiir\ 

Adh«^flit  mot,  tic  rtl  itl 

Ciiphk  att*  tnmA  unvipoiflil 

tl#c  fnotof  nipt,  un  1/40  hp ... 

Tool  baUltn  tdi  cut,  Jrl  i»tc 

Auto  ituiiiiipiijiiirif  m«cb  4  pHf. ...... 

PMoiiHtltiv*  rfloitai,  nipf 

lv  tp&tf*  tor  C4M*  TV  4  pti .. 

OuttiojirH  noOOfti  Ittolinc. 

Tftpi,  etc  kn  ill,  mpfh  2,5  pefttot  U. 

VKUum  cnMa^«fl 

WlCftJ  (him  4  licht)  rpjKfen 

Glow  ■  |k)**  llnir^ii  cottofi 

N&ftd*y  tnitfctn  mtlrl,  njpt  

Clival  hcKrt  1,000  V  or  »*».__    

1  i»n  pl#»tkt  trticlti  fiipl, 

Artkui  of  |lt i»,  nipt 

Otl  4  im  ttpttitianfquip... 

kemiftkot  rrtKbirr#i,  fttpf..,. 

Fl»t<t  «p*cih*ri,  mpr . 


K.94B 

km J_ 

i« 

*■• 

km 

km 

km 

km 

km 

km 

km 

km  oTir 

*3«7 . 

km 

•1141 

km 

•l  Mi 

km 

S.S05 

km 

km 

S.M 

5,670 

8t«l 

S.5M  „          _    _ 
S.57I  _~ H__ 

%m 

1500 

5,443  ~::~::::~^ 

5,320  km 

5.310 Z 

5,747 

5,025 

5,000 

5^000 

4,96s  :::::::::::::: 
4,800 

4,700 

4,700 

4,059 

4,600  _ 

4,520 

4,510 

4,413 

4 400 

4,400 

4,393 

4  358 

4,354 

4,377 

4,280 

4,278 

4,182 

4,139 

4,122 

4,078 

4,035 

4,021 

4,000 

3,963 

3.J» 

3,909 

3,902 

3,909 

3,900 

3,040 

X  758 

3,755 

3,725 

J,  725 

3,688 

3,643 

3,625  3,6* 

3,607 ?..... 

3,000              3,600 
3.597 


Digitized  by 


Google 


337 

UNITED  STATES  DOMESTIC  EXPORTS  TO  U.S.S.R.  FOR  JANUARY  TO  D 

[By  descending  cumulative  value— By  schedule  B  7-dlgtt  Cosmi 


Schedule  B    Schedule  E    Commodity 


Yesitodete      Hit 


5401500 

5334660 

7272840 

8218060 

6660083 

7219925 

6824505 

7164026 

6856055 

7649360 

6858040 

7788470 

6617015 

7416016 

7157500 

8852400 

6612322 

7434070 

6621210 

7452205 

6531700 

6996580 

8184000 

2690050 

7118026 

8746040 

7227000 

8813930 

6859051 

7721044 

7244575 

8983170 

6804910 

7493005 

6921050 

7810040 

7271380 

8218024 

4428500 

5417560 

6762855 

7526070 

6602400 

7411050 

6859047 

7721038 

4312890 

5173610 

4955900 

5411030 

4921540 

5544054 

6465520 

6940030 

6861030 

7723015 

4313230 

5173620 

7200120 

8852520 

6824530 

7164042 

6485700 

6978100 

7118050 

8746050 

6704315 

7247420 

6852007 

7610040 

6853210 

7631000 

7233040 

8822730 

6859068 

7721060 

6871050 

7782580 

4174500 

5253350 

6489770 

6953280 

6824545 

7164050 

6855390 

7649980 

8183900 

9310130 

6922928 

7843026 

6617001 

7416049 

6802216 

7492026 

3832740 

8459562 

6859052 

7721046 

6611253 

7431030 

6420940 

6931030 

6946506 

7929060 

7714900 

5886180 

6802005 

7492002 

6092305 

6770425 

4661340 

5541060 

6859042 

7721032 

6633540 

7263240 

7118046 

8746048 

2200900 

6330000 

4331013 

5988015 

6861057 

7723060 

6466400 

6940060 

6465920 

6940040 

6883720 

7732160 

7231590 

8822655 

6682052 

7267040 

4040520 

5112100 

6572160 

6997340 

4311890 

5173538 

4754100 

3345145 

4806565 

5621880 

6747425 

7451180 

6929730 

7711030 

6765000 

7591100 

7244535 

8983130 

6833205 

7757320 

6660038 

7212350 

1258100 

2926960 

Glass,  crushed,  powdrd,  flakd 

Furniture  of  metal,  nspf 

Pts  nspf  of  poultry  kp  mach 

Elc  motor  AC  ov  1/10  un  1  hp... 
Parts  nspf  rad  nav  aid  appar... 

Variable  capacitors 

Sterilizers  4  autoclaves  pts 

Time  switches 

Central  station  air-hand  unt 

DishwasMnf  machines,  exc  HH. 

Wldi  rods,  wire,  etc,  nspf 

Used  appare ,  etc,  in  bulk 

Vac,  etc,  instmts,  elec,  nspf 

Photo  projection  screens 

Connectors,  cylindrical,  nspf 

Computer  discs,  unrecorded 

Fixed  ratio  speed  chanters 

Passenger  automobiles,  used... 

House  furniture,  wood,  nspf 

Pharm  prep  human  use,  nspf... 
Printers  for  ADP.. 


Gas  generators  and  parts., 
spf...... 


Pts  nspf  air/space  craft 

Film,  etc,  ployester 

Power  transfer  valves,  &  pts. 

Wire,  round,  stainless  steel 

Soap,  nspf 

Fuses,  nspf,  under  2,300  V 

Print  blocks,  nspf . 


Liquid  cntrl  inst.  elc  ind  pr.... 
Cork,  vul.  shts/slabs,  gr/pulv.- 

Antifreeze  preparations 

Fixed  resistors,  nspf 

Washers,  of  base  metal 

Nuts,  of  iron  or  steel 

Elec  cond  fit  nonfer,  nspf 

St  nondiazo  film,  nspf,  unexp. 
Linotype  machines,  etc,  nspf.. 

Cyclohexane 

I/S  artel,  nspf  of  wire 

Polyhydric  alcohols,  nspf 

Hydraulic  fluids.. 


Nitrogenous,  fertl  A  mat,  nspf. 
Portable  pnu  tools,  etc.  nspf... 
Transformers  1  kVA-lfo  kVA. 


Typewriter  perts,  nspf.. 

Video  tape,  unrecorded 

Elec  food  blenders,  mixta. 


Mowers,  nspf,  exc  drawn  or  mtd.. ........... 

Live  plants,  nspf 


y  22  e^  Wll 

3,419  ZZZZ'S~~- 

3,400 

3,171 

1357 

3,322 

3,225 

3,210  3,210 

3,207 ...... 

3,200 

3,102 

3,102 

3,134 

3,100 

1091 

3,000 

3,000 

2,965  2,905 

2,020 

2,085 

2,850 

2,822 

2,793 

2,700 

2,746 

2,629 

2,592 . 

2,573 


Junction  boxes,  ns^ 
Monocarbaxylic  acids,  nspf 

Vitamin  B12,  bulk 

Blackings,  powd,  Iq,  etc,  nspf. 
Bolts,  stds,  stdng,  ir  or  stl.... 
Var  resistrs  &  potntmtr  wrwd. 

Ethyl  acetate 

Clock  movements,  electric „___ _. __. 

Motor  AC  polyphase  1-20  hp 2,500 

Applncs  ne  KHF  prp  FD  FO  0  drk 2, 500 

Liq  cntrl  inst.  elc  ex  ind  pr 2,460  _ 

Houshld  and  faund  mach,  nspf 2, 421  ~ 

TV  revrs  minchrme  fully  asmbd 2,400 

Record  players,  changers,  etc 

Sil  halide  ph  copy  paper  Qer  unx 

Terminls  A  elc  spfcrs/couplrs 

Elec  discharge  Itmps,  nspf — 

Ammonium  compounds,  nspf 

Wrnchs,  pip  tls  spnrs  et,  nsp — 

Motors,  tc,  21  to  200  hp 

Ptrts  nspf,  of  combinations 

Products  nspf,  donated — 

Brakes  &  pts,  motor  vehicle 

Heat  exchangrs,  A/C  A  refrig 

Taps,  etc,  irn/stl  pi  O  2,5  percent  C 

WGI  wool  knit  other  apparel 

Connectors,  rack  and  panel 

Air  comp  stat  16-100  hp — 

Wi  re  strand,  of  copper. 


2.320  . 


314 

2,312 

£  291  1,505 

2,200 

2,250 

2.234       —. 

£215  "  2,215 

2,100 

2,166 .. 

2,125 

2,070 

2,053 

2,006 

2,000 

2,000 

1,900 

1,962 

1,912 

L900  ~ 

1,070 

1,002 

1,040 

1,032 

1,706 

1.760 

1,728 

1,700 

1,700 

1,707 

1,700 

1.074 

1,055 

£040 .. 

C032 

f  630 

1,025 

L«7  1,517 

1,000  — ........ 

1,000 

Csm         urn 

Zm  1.572 
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UNITED  STATES  DOMESTIC  EXPORTS  TO  U.S.S.*.  FOR  JMHIMT  TO 
[By  I Hug  oHMtattw  fit    Bo  atfciiata  t  7-oligit 


Scoodtno  B    Schodolo  E    CoMMOdrty 


YooffcxfctO       TMii 


•803710 

7918860 

357*200 

8579100 

384111$ 

8859420 

7225080 

8812940 

7240150 

8830040 

7080800 

8720410 

5228140 

6635041 

8878007 

7762010 

7125005 

8746080 

7103820 

8748013 

8803585 

7491040 

2070020 

6354940 

8202700 

6832140 

8084310 

6732010 

8880088 

7212910 

8782022 

7283920 

7465840 

6940045 

5473100 

6649225 

8876088 

7768140 

8876036 

7764025 

8818825 

7436040 

8802010 

7492004 

4483000 

5883050 

7103840 

8741260 

8805060 

7493030 

4441210 

5881105 

7241200 

8983210 

2583840 

6429020 

7119220 

8746075 

7733840 

8910240 

7221940 

8811140 

7917340 

8485070 

7272900 

8218064 

6762011 

7512110 

4311020 

5173410 

6660072 

7212920 

4311690 

5173506 

7112440 

8747200 

6881900 

7731055 

5314420 

6637040 

3830940 

8459552 

4010120 

5171010 

7308440 

9510970 

6605420 

7139060 

7225020 

8813190 

7741000 

8910180 

6853950 

7638120 

4315640 

5173834 

7118030 

8746042 

7130130 

8731040 

6859023 

7721014 

6682540 

7269100 

2566740 

8928140 

6832017 

7784050 

6131700 

6822600 

7232700 

8822680 

7370500 

8747420 

6876021 

7762045 

2528580 

6418945 

Pta  oapf  RR  rafting  stock 

Ttxtilt  material  for  hosts. ___. 
CoOoo  ribbons,  inkod. ......... 

Movio  projector  parts,  oapf 

Movio  Hon  16  mm  1600  F  ov  D.. 
Mod  anosthotc  inst  otc,  &  pta.... 

Minorol  wool  artidos,  nspf. 

Cathodo  ray  tubas,  nspf 

Doc  tost  tq  intnl  combos  on 

Sorvoyinj  oq,  otc,  nspff  otac 

Radial  BB  unmount  ovor  100  mm 

Wood  carvings 

Nkkolwiro 

Hot  frmd  bors  iron/stl  N  aly.... 

Pts  nspf  of  haying  machines 

Parts  i  atach,  nspf,  et  port — 

Nuts  of  boss  metal,  nspf 

Incandescent  lamp  envelopes 

Mtd  piezoelectric  crystals 

IOS  monolithic  bipolar  til 

Dust  collect  &  air  pur  equip 

Taps  cop  vtvs,  etc.  un  125  lbs 

Mixtures  of  any  of  foregoing 

Surveying  eq,  otc,  nspCnolec — 

Shaft  couplings,  and  parts 

Poiyamide  resins,  nylon  type... 

Video  tape  recordings 

Graphic  ppr  cut  to  size,  nspf.... 
Rev  &  prod  countrs  etc,  elect.--. 

Vehicle  bolts,  rubber,  etc 

St  cameras  hnd-typ  var  focus... 

Leather  apparel,  nspf 

Furniture  parts,  metal,  nspf — 

Calculators,  electronic,  otc 

Ethyl  alcohol  F  nonbeverage.... 
Pts  nspf  of  hrvstng  inch,  nspf... 
Ether  0  monohydric  ako,  nspf.. 
Article  strnith  test  eq  neloc.... 
Insulated  wire  &  cable,  nspf.... 

Nonclay  articles,  nspf 

Wgi  oth  cotton  knit  apparel 

Toluene 

Air  gun  etc,  parts 

Pts  nspf.  marine  diesel  engs... 

Still  projector  parts,  nspf 

Pipe  fittings  nspf.  rub,  etc 

Tepe  players,  video 

Nitrites,  etc,  nspf 

Dial  press  gsgs  indus  or,  etc.... 
Ges  meters  &  standard  metre... 
Switch  pushbttn  5  amp  &  less.. 
Ports,  nspf,  for  typeset  moch... 
labels,  ppr/pprbd,  un  printed... 

Grinder,  polish,  sender,  eiec 

Copper  pipe  A  tube  fittings 

Photo  emulsion  &  dry  pi  unex. . 

Models  of  inventions,  etc 

Light-sensing  electrnic  tube 

Ppr/pprbd  eoatd  nspf,  nov  92  lb. 

Total 


11.507 

1.541 

1.500 

1,500 

1.500 

1.508 

1,481 

1.438 

1,422  81.422 

1.412 

1,412 

1.487 

L4Q6 

1.386  1.386 

um 

1.318 

Zm 

1,212  1.282 

1,212  1.282 

1,282  1,282 

1,212  1.282 

£272 

1,255 

1.248 

1,247 

i|24B- 

1,238  ..: 

1,230 

E227 

1,204  __-..—.—_. 

I  280     — 

^200  "  1.200" 

1.200 

1,200 

1,177 

1,166 

1,161  1.161 

1.148 . 

1,135 

1.121 

1.119 

1.U4 

1,114 

1,112 

1,118 

1,100 

1,108 

1,074 

1,070 

1.061 

1,048 

1,024 

1,020 

1,002 

1,000  ~ 

1,000 

1.080 

605 

532 

1,509,727,806     272,882,019. 


[The  following  material  was  furnished  by  Mr.  Hugh  Arant;  see  p.  189 
for  oral  reference.] 

In  addition  to  the  oral  testimony  presented  to  the  United  States  Senate  Agri- 
culture Committee,  Subcommittee  on  Agricultural  Production,  Marketing,  and 
Stabilization  of  Prices  at  the  April  17,  1981,  field  hearing  at  the  Holiday  Inn 
Rivermont,  Memphis,  Tennessee,  I  want  to  present  the  following  written  testi- 
mony for  your  consideration.  Some  of  the  issues  I  will  mention  in  the  following  will 
not  be  areas  covered  in  the  1981  Farm  Bill  but  should  be  considered  by  your 
committee  this  year.  Farm  Bureau  members  have  addressed  these  issues  and  place 
high  priority  on  their  successful  legislative  action  by  making  them  a  part  of  the 
1981  Mississippi  Farm  Bureau  Federation  Policy. 
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DAIRY  r-.-V  '  *    >V 

The  dairy  industry  plays  a  prominent  role  in  the  agricultural  eoonMny  of 
Mississippi  providing  a  nutritional  product  for  the  (Mississippi)  eoUMflMr  act  S> 
reasonable  price.  We  urge  continuation  of  the  present  dairy  price  support  program* 
However,  due  to  declining  consumer  demand,  higher  production  and  the  rigid 
increase  in  the  volume  and  cost  of  government  purchases,  we  favor  a  system  where 
the  support  level  would  be  adjusted  according  to  the  amount  of  net  dairy  products 
purchased  by  the  federal  government  through  the  CCC  purchasing  program. 

The  following  should  be  included  in  new  farm  program  legislation: 

A.  Authority  for  seasonal  adjustment  plans  under  Federal  Orders, 

B.  Authority  for  donations  of  surplus  dairy  products  to  military  services  and 
veterans  hospitals. 

C.  Provisions  for  indemnity  payments  for  losses  due  to  chemical  residue,  nu- 
clear radiation  or  fallout. 

D.  The  price  support  level  should  be  adjusted  according  to  the  amount  of  net 
dairy  products  purchased  by  the  federal  government  as  fouows: 

Support  level 
CCC  net  purchases  l  (billion  pounds)  (percent  of  port**) 

Up  to  2 80-90 

2  to  2.5 n 

2.6  to  3 78 

3.1  to  3.5 77 

3.6  to  4 — 76 

4  plus • 75 

1  Total  purchases,  milk  equivalent  minus  government  sales  for  unrestricted  use. 

In  implementing  the  proposal,  the  support  level  would  be  determined  on 
October  1st  and  April  1st  (semi-annually)  based  on  CCC  net  purchases  for  the 
preceding  six  months  as  follows: 

Support  level 
CCC  net  purchases  (semiannually)  (billion  pounds)  (percent  of  puritp) 

Up  to  1 80-00 

1.1  to  1.25 79 

1.26  to  1.5 7S 

1.56  to  1.75 77 

1.76  to  2 76 

2  plus 75 

AQUACULTURB 

The  farm  bill  under  development  should  also  deal  with  aquaculture,  which  is  a 
rapidly  expanding  farm  enterprise.  The  legislation  should  repeal  sections  of  all 
laws  which  split  the  authority  for  aquaculture  between  the  Department  of  Agri- 
culture, the  Department  of  Commerce,  and  the  Department  of  Interior.  Responsi- 
bility for  all  types  of  aquaculture,  including  fresh  and  saltwater,  should  be  placed 
in  the  Department  of  Agriculture.  Of  course,  the  necessary  funding  now  going  to 
the  Department  of  Interior  and  the  Department  of  Commerce  for  their  activities 
must  also  be  shifted  to  U.S.D.A. 

The  present  situation  produces  waste,  duplication,  and  precludes  achieving  the 
purpose  of  the  original  legislation.  However,  until  all  authority  is  shifted  to  the 
U.S.D.A.  in  the  1981  Farm  Bill,  a  permanent  coordinator  for  aquaculture  should 
continue  in  the  U.S.D.A. 

As  to  the  specific  problems,  I  urge  that  the  1981  Farm  Bill  contain  authority 
and  funding  for  basic  research  in  pond  channel  catfish  production.  This  relatively 
new  farm  enterprise  in  my  home  state  of  Mississippi  grew  last  year  by  40  percent, 
with  more  than  50,000  acres  under  water  in  1981. 

The  expansion  of  this  industry  has  brought  to  light  many  serious  problems, 
which  can  only  be  solved  by  basic  research  funded  and  carried  out  within  U.S.D.A. 
The  research  urgently  needed  is  described  as  follows: 

/.  Water  quality 

After  identifying  water  quality  factors  limiting  commercial  production,  addi- 
tional  research  is  needed  to  develop  water  quality  correction  techniques.  This  will 
include  but  not  be  limited  to  determining  factors  affecting  winter-kill,  brown-blood 
complex  and  diseases  and  parasites  detrimental  to  commercial  production.  Im- 
prove quality  of  discharge  water. 
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//.  Off-flavor 

Conduct  research  and  determine  and  correct  factors  causing  off-flavor,  a  serious 
production  problem.  Off-flavor  is  causing  many  fish  to  not  be  accepted  for  proces- 
sing. The  development  of  rapid  pond-site  techniques  to  adequately  determine  this 
condition  and  development  of  management  practices  to  correct  this  problem  are 
needed. 

77 J.  Breeding  and  nutrition 

Develop  strains  of  catfish  with  improved  feed  conversion  ratios  and  uniform 
development  and  greater  tolerance  or  resistance  to  parasites  and  diseases  affecting 
catfish. 

IV.  Bconomics 

Determine  production  techniques  for  more  efficient  production.  Conduct  mar- 
keting economic  studies  to  evaluate  optimum  marketing  capabilities  and  develop 
adequate  markets  to  economically  handle  expanded  production.  Production 
economics  will  include  engineering  research  to  develop  and  evaluate  more  efficient 
and  effective  mechanization  technology. 

The  1981  Farm  Act  should  also  include  funds  for  Extension  education  on  the 
application  of  techniques  and  improved  practices  discovered  by  the  research 
efforts  described  above. 

FORESTRY 

la  the  field  of  forestry,  our  needs  are  also  urgent.  We  are  cutting  more  wood 
annually  then  we  are  growing.  It  is  currently  estimated  by  1990,  demand  for  wood 
will  exceed  the  supply  by  40  percent. 

The  Forest  Incentive  Program  (F.I.P.)  should  be  continued  and  adequately 
funded,.  This  program  helps  in  reforestation  and  management,  and  the  Pack- 
wood  Bill  which  became  law  in  1980  is  an  additional  incentive.  But  we  still  lack 
an  adequate  national  program  to  insure  a  reasonable  supply  of  wood  in  the 
future. 

Research  indicates  that  most  of  the  forest  land,  particularly  in  the  most  produc- 
tive coastal  plains  of  the  southeast,  is  owned  in  small  tracts  with  the  average 
age  of  the  owner  at  51  years.  There  remains  little  incentive  for  this  group  to 
make  the  long  term  investments  required  to  produce  wood  for  the  future.  Hence. 
U.S.D.A.  should  conduct  a  study  as  soon  as  practical  to  determine  what  is  needed 
to  secure  reforestation  and  proper  management  of  existing  stands. 

Failure  to  solve  this  problem  will  mean  a  severe  shortage  of  wood  products  in 
the  future. 

Before  leaving  this  critical  area  of  agriculture,  I  would  like  to  point  out  that 
changes  in  inheritance  tax  laws  now  under  consideration  by  Congress  should 
insure  that  growing  timber  stands  do  not  have  to  be  destroyed  by  heirs  to  pay 
inheritance  taxes.  Many  millions  of  cubic  feet  of  wood  have  been  lost  by  this 
oversight. 

Investments  in  timber  production  by  the  Congress  and  this  administration 
will  reap  rich  dividends  in  the  future. 

FEDERAL   MARKETING   AND   BARGAINING   LEGISLATION 

Before  closing,  I  want  to  discuss  another  subject  in  which  an  increasing  num- 
ber of  farmers  are  vitally  interested.  With  the  continuing  influx  of  large  cor- 
porations into  agriculture,  complete  vertical  integration  in  poultry,  and  trends 
in  this  direction  in  swine,  vegetables,  aquaculture  and  other  farm  endeavors,  the 
need  for  farmer  bargaining  legislation  is  urgent. 

I  will  quote  our  policy  on  this  matter  as  adopted  during  the  most  recent  meet- 
ing of  the  delegates  from  the  Farm  Bureaus  of  the  50  states  in  January  of  this 
year. 

"We  strongly  urge  that  the  enactment  of  a  comprehensive  federal  marketing 
and  bargaining  act  be  given  high  priority.  This  legislation  should  be  available  to 
producers  in  all  states  if  they  desire  to  organize  marketing  associations  and 
operate  within  the  provisions  of  the  act.  It  should  establish  procedures  for:  de- 
fining bargaining  units;  accrediting  associations  to  bargain  as  exclusive  agents 
for  all  producer-members  of  bargaining  units;  good  faith  bargaining  between 
accredited  associations,  handlers  and  processors;  establishing  minimum  require- 
ments and  rights  in  the  operation  of  accredited  associations;  and  resolving  bar- 
gaining impasses  by  mediation  and  arbitration  by  a  joint  settlement  committee 
utilizing  the  principle  of  final  offer  selection.11 
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Statement  of  B.  F.  Smith,  Executive  Vice  President,  Dxlta. 

STO NEVILLE,    MlBS. 

My  name  is  B.  F.  Smith.  I  am  Executive  Vice  President  of  Delta  G 
an  organization  representing  the  18  Delta  and  part- Delta  counties  of  Ml  •». 

We  deeply  appreciate  the  opportunity  to  present  our  views  on  agricultu      * 
lative  issues  that  are  of  tremendous  importance  to  our  area. 

The  area  served  by  Delta  Council  is  largely  dependent  upon  agriculture  and 
accounts  for  approximately  70  percent  of  the  cotton.  50  percent  of  the  soybean* 
and  all  of  the  rice  that  is  produced  in  Mississippi.  Additionally,  catfish  fanning 
is  a  growing  industry  and  we  have  approximately  45,000  acres  in  our  area  de- 
voted to  catfish  production  with  additional  expansions  under  way.  Income  from 
agriculture  is  of  vital  concern  to  all  segments  of  our  economy. 

The  recommendations  that  I  will  present  were  developed  by  the  committees  of 
Delta  Council  and  have  been  passed  by  the  Board  of  Directors  who  continued  to 
voice  strong  support  for  a  market-oriented  farm  program  with  CCC  loan  levels 
that  will  promote  orderly  marketing,  assist  in  crop  financing  and  that  also  reflect 
market  condtions.  It  should  be  recognized  that  the  market-oriented  principles  of 
the  Agricultural  Act  of  1973  were  carried  forward  in  the  Agricultural  Act  of  1977. 
This  legislation,  with  appropriate  amendments,  should  provide  the  framework 
for  the  farm  program  that  will  become  effective  with  the  1982  crop. 

With  regard  to  cotton,  the  loan  rate  for  upland  cotton  is  currently  determined 
according  to  the  formula  specified  in  the  Act  of  May  15,  1978.  In  effect,  the  loan 
rate  is  now  a  function  of  market  prices.  Since  American  cotton  producers  now 
depend  on  foreign  markets  for  approximately  one-half  of  their  cotton  sales,  foreign 
prices  are  considered  along  with  domestic  prices  in  the  computation  of  the  loan 
rate.  The  only  change  that  we  recommend  in  the  determination  of  the  upland 
cotton  loan  rate  is  that  the  statutory  minimum  be  increased  from  48  cents  per 
pound,  Strict  Low  Middling  1M«"  cotton,  average  location,  to  55  cents  per  pound. 
We  make  this  recommendation  in  recognition  of  the  higher  level  of  world  cotton 
prices  that  now  prevails.  The  loan  rate  for  the  1981  crop  of  upland  cotton  is  52.46 
cents  per  pound  and  projections  indicate  that  the  1982  loan  rate  should  be  in 
the  range  of  57-58  cents  per  pound. 

We  recommend  that  the  target  price  should  continue  to  reflect  changes  in  the 
cost  of  production  but  that  it  should  not  exceed  120  percent  of  the  loan  level  of  the 
crop  for  which  the  target  price  it  established.  We  also  recommend  that  costs  per 
acre  be  used  rather  than  costs  per  pound  to  determine  changes  in  the  cost  of 
production. 

The  target  price  is  guaranteed  to  producers  who  meet  all  program  requirements. 
If  the  average  market  price  received  by  farmers  for  the  calendar  year  is  less  than 
the  established  target  price,  the  difference  between  the  target  price  and  the  higher 
of  the  loan  rate  or  the  calendar  year  average  price  will  be  paid  to  eligible  farmers 
as  a  deficiency  payment.  There  is,  however,  a  limit  of  $50,000  per  person  for  all 
crops  provided  in  the  Agricultural  Act  of  1977  and  it  should  be  noted  that  no 
target  price  payments  have  been  made  to  cotton  producers  under  the  Agricultural 
Act  of  1977. 

Mr.  Chairman,  we  believe  that  target  prices  play  a  very  important  role  in 
maintaining  a  market-oriented  farm  program.  If  we  did  not  have  target  prices. 
there  would  certainly  be  a  lot  more  pressure  for  a  higher  loan  level  and  this  could 
lead  to  serious  marketing  problems  as  it  has  in  past  years  when  loan  rates  were  es- 
tablished without  regard  to  market  implications.  On  the  other  hand,  target  prices 
provide  a  measure  of  protection  to  farmers  against  unexpected  low  market  prices. 
Additionally,  the  fact  that  target  price  payments  will  have  to  be  made  if  market 
prices  become  depressed  serves  as  an  incentive  to  the  USDA  for  the  effective  use 
of  the  tools  that  have  been  provided  to  maintain  a  high  level  of  exports.  High  exports 
mean  strong  market  prices  which  eliminates  the  need  for  deficiency  payments. 

Since  both  "set  aside  and  NCA  concepts",  as  provided  in  the  Agricultural  Aet 
of  1977,  are  ineffective  supply  adjustment  tools,  we  recommend  that  the  concept 
of  Normal  Corp  Acreage  be  abolished  and  that  when  the  imposition  of  a  set  aside 
has  been  determined  to  be  necessary  to  adjust  supply  with  demand,  that  set  aside 
acreage  be  deducted  from  the  acreage  of  the  crop  for  which  the  set  aside  is  an- 
nounced. We  also  recommend  elimination  of  provisions  providing  for  cross 
compliance  and  offsetting  compliance  requirements  between  crops  and/or  farms. 

EXPORTS 

We  wish  to  emphasize  the  importance  of  export  markets  for  U.S.  agricultural 
commodities  and  the  fact  that  a  high  level  of  exports  is  essential  to  maintaining 
market  prices  at  realistic  and  effective  levels.  The  value  of  agricultural  exports 
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last  year  exceeded  $40  billion  and  is  projected  at  approximately  $48  billion  for 
the  current  year.  We  are  now  exporting  more  than  50  percent  of  our  cotton, 
54  percent  of  our  soybeans,  61  percent  of  our  rice  and  58  percent  of  our  wheat. 
High  exports  contribute  to  strong  market  prices  which,  in  turn,  are  reflected  in 
lower  federal  costs. 

Mr.  Chairman,  even  a  poor  farm  program  will  work  well  during  a  period  of 
high  offtake.  The  opposite  is  also  true  and  the  best  farm  program  cannot  operate 
effectively  in  periods  of  low  demand  for  farm  commodities. 

In  recognition  of  the  fact  that  timely  export  demand  for  U.8.  farm  products 
is  a  primary  factor  in  market  prices,  particularly  during  periods  of  relatively 
slow  domestic  buying,  and  of  the  importance  of  agricultural  exports  in  maintain- 
ing a  favorable  balance  of  trade,  we  urge  the  stimulation  of  foreign  trade  for 
U.8.  farm  products  by  the  effective  use  of  CCC  credits  both  short,  meduim  and 
long  term;  the  use  of  Public  Law  480  and  Export-Import  Bank  loans.  We  recom- 
mend that  at  least  20  percent  of  the  capital  structure  of  the  Commodity  Credit 
Corporation  be  earmarked  for  maintenance  and  expansion  of  export  markets  and 
the  development  of  markets  abroad  for  U.S.  commodities. 

In  addition,  Delta  Council  strongly  supports  the  establishment  of  a  self-support- 
ing revolving  export  credit  fund.  Currently.  CCC  credit  programs  depend  on 
erratic  support  by  the  Administration.  An  adequately  capitalized  revolving  fund 
that  would  grow  as  interest  and  principal  are  paid  back  would  help  relieve  the 
uncertainties  of  both  customers  and  U.S.  producers  about  the  sale  of  agricultural 
commodities  into  export  markets. 

RICE 

Prior  to  1075,  the  program  for  rice  was  operated  under  a  strict  acreage  control 
and  marketing  quota  system  which  effectively  froze  production  in  long  established 
patterns.  Because  of  the  importance  of  rice  as  a  food  crop  and  the  need  to  expand 
production  of  rice  in  the  United  States,  changes  were  made  in  the  rice  program  in 
1975  to  remove  penalties  for  production  over  and  above  the  acreage  allotment. 
These  changes  were  brought  forward  in  the  rice  section  of  the  Agricultural  Act 
of  1977. 

Under  the  current  program,  rice  producers  who  do  not  have  an  allotment 
cannot  participate  in  program  benefits  (price  supports,  target  price  payments) 
nor  can  allotment  holders  receive  benefits  on  acreage  produced  above  their  allot- 
ment. It  is  interesting  to  note  that  the  national  rice  allotment  amounts  to  1.8 
million  acres;  however,  approximately  3.3  million  acres  were  harvested  last 
year. 

Delta  Council  recommends  that  rice  program  benefits  be  provided  for  all  rice 
producers.  This  would  place  rice  on  the  same  basis  as  cotton,  wheat  and  feed 
grains.  Our  rice  producers  would  like  to  maintain  the  price  support  and  target 
price  features  of  the  current  rice  program  and  the  changes  that  we  are  recommend- 
ing would  consist  primarily  of  the  elimination  of  provisions  providing  for  acreage 
allotments  and  the  limiting  of  benefits  to  allotment  holders  only. 

SOYBEANS 

We  want  to  maintain  soybeans  under  a  policy  of  complete  freedom  so  that 
farmers  can  move  in  and  out  of  soybean  production  with  decisions  being  made  on 
the  basis  of  market  price  outlook,  resources  available  for  production  on  their 
individual  farms,  cost  of  production,  etc.  The  current  law  only  provides  the 
authority  for  the  Secretary  to  support  the  price  of  soybeans.  In  general,  soybean 
producers  have  been  united  in  recommending  a  price  support  level  that  will 
assist  with  orderly  marketing  but  that  will  not  interfere  with  the  competitive 
position  of  U.S.  soybeans,  either  at  home  or  abroad.  Last  year,  the  soybean 
price  support  level  was  increased  from  $4.50  per  bushel  to  $5.02  per  bushel.  We 
understand  that  the  Secretaiy  has  already  announced  that  the  1981  loan  rate 
will  continue  at  $5.02  per  bushel. 

RESEARCH  AND  EDUCATION 

High  input  costs  reflecting  upward  pressures  of  inflation  have  accelerated 
so  dramatically  in  the  past  few  years  that  a  serious  new  risk  dimension  exists 
in  crop  production.  Furthermore,  sharp  increases  in  input  costs  have  largely 
negated  the  gains  in  technology  that  research  has  provided.  We  are  now  working 
on  the  "leading  edge"  of  our  technology  and  we  are  actually  losing  ground  in 
terms  of  providing  needed  funds  and  facilities  necessary  for  the  development  of 
new  technology. 
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While  we  strongly  support  the  President's  goal  of  redu         * 
we  believe  that  it  should  be  recognized  that  funds  fc- 
already  been  sharply  reduced  including  a  cutback  of         l/aj*  j 
and  the  imposition  of  a  strict  personnel  ceiling.  T         cats  in  fuii      um  ■ 

have  reduced  the  capability  of  SEA/AR  to  proviac  needed  t<  «     vi 

ments.  This  is  a  very  serious  problem  and  we  respectfully  puuiv  *>*»»  «*ut*  %fb  wul 
not  be  able  to  adequately  provide  the  food,  feed  and  fiber  needs  for  the  future 
unless  more  attention  is  directed  toward  increasing  agricultural  efficiency  and 
solving  production  problems.  Your  support  of  agricultural  research  and  education 
is  deeply  appreciated  and  we  earnestly  request  that  you  use  your  influence  in  every 
way  possible  to  make  sure  that  research  and  education  programs  receive  a  fair 
share  of  attention  and  funding. 

AQUACULTURE 

I  have  already  mentioned  the  fact  that  the  production  of  farm-raised  catfish  is 
a  rapidly  growing  new  agricultural  enterprise  in  Mississippi  and  in  other  parts  of 
the  South.  Farm-raised  catfish  are  highly  nutritious  and  provide  an  economical 
and  delicious  source  of  food.  Catfish  production  is  an  alternative  to  traditional 
crops  on  clay  soils  for  many  farmers,  especially  in  the  Lower  Mississippi  Valley. 
The  industry  uses  many  local  resources  and  products  such  as  feed  ingredients, 
labor,  land,  etc.,  and  is  characterized  by  an  exceptionally  high  level  of  management 
and  large  investment  requirements. 

The  farm-raised  catfish  industry  has  developed  so  rapidly  that  the  demand  for 
technology  needed  for  efficient  production  and:  marketing  has  out-paced  available 
scientific  knowledge.  Only  a  limited  amount  of  research  on  the  commerical  produc- 
tion and  marketing  of  catfish  has  been  done  by  either  State  or  federal  agencies  and 
the  progress  that  has  been  made  has  been  largely  due  to  the  ingenuity  and  resource- 
fulness of  individual  producers  and  processors. 

The  industry  has  now  developed  to  the  point  where  additional  scientific  infor- 
mation is  of  crucial  importance.  Research  on  nutritional  requirements  and  product 
quality  control  for  catfish  are  essential.  Research  to  make  available  more  uniform, 
desirable  breeding  stocks  could  result  in  major  increases  in  productivity  at  lower 
costs.  Water  quality  is  of  utmost  importance,  which  is  closely  related  to  pond 
management  and  involves  disease  prevention,  maintenance  of  proper  oxygen 
levels  and  optimum  stocking  rates.  Much  more  research  is  needed  in  these  and 
other  areas  to  reduce  the  risks  of  major  losses.  Producers  are  now  experiencing 
significant  losses  due  to  disease  and/or  water  quality  problems  during  both  the 
summer  and  winter  months. 

With  funds  provided  by  the  Mississippi  Legislature,  a  catfish  research  facility 
has  been  constructed  at  the  Delta  Branch  Experiment  Station,  Stoneville,  Missis- 
sippi, and  a  nucleus  of  well-qualified  research  personnel  have  been  added  to  the 
staff.  Additionally,  the  Mississippi  Extension  Service  has  added  catfish  specialists 
to  assist  farmers  with  their  production  problems.  A  much  greater  effort  is  needed 
however,  in  both  the  aquaculture  research  and  education  fields. 

The  Agricultural  Act  of  1977  recognized  the  need  for  aquaculture  research  at 
the  federal  level  and  authorized  funding  for  needed  programs.  Efforts  to  develop 
a  comprehensive  and  effective  national  aquaculturai  plan  has  been  handicapped 
by  the  fact  that  three  departments,  Agriculture,  Commerce  and  Interior  nave 
been  involved  and  there  have  been  no  clear  lines  of  responsibilities  developed.  We 
recognize  the  traditional  involvement  of  the  Department  of  the  Interior  and  Com- 
merce in  certain  areas  of  aquaculture  such  as  salt  water  and  shellfish,  sportsfish, 
etc.;  however,  we  strongly  recommend  that  the  federal  freshwater  aquaculture 
research  and  marketing  program  be  centered  in  the  USD  A.  We  believe  that  this 
step  is  necessary  before  an  effective  program  can  be  developed  and  implemented. 

GOVERNMENT  REGULATIONS 

It  is  estimated  that  the  cost  to  agriculture,  industry  and  business  of  compliance 
with  government  regulations,  including  those  issued  by  OSHA  and  EPA,  now 
exceed  $100  billion  annually  and  is  seriously  affecting  productivity  of  both  agri- 
culture and  industry.  We  are  greatly  encouraged  by  President  Reagan's  recogni- 
tion of  this  problem  and  the  "moratorium"  on  new  regulations  that  he  has  invoked. 
We  urge  that  Congress  limit  the  rule-making  authorities  of  retaliatory  agencies 
with  the  objective  of  providing  for  more  reasonable  and  less  inflationary  actions 
by  such  agencies. 

Mr.  Chairman,  we  have  been  very  much  concerned  by  the  atttention  that  has 
been  focused  throughout  the  past  18  months  on  'farm  structure"  issues.  While 
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we  support  special  consideration  for  small  farmers,  we  strongly  opppose  any  ex- 
tension of  government  restrictions  on  the  ownership  of  property  by  U.S.  citizen*. 
Furthermore,  all  programs,  tax  laws  and  regulations  should  be  fair  and  equitable, 
regardless  of  the  size  of  the  enterprise  or  form  of  business  organization,  and  should 
be  administered  in  a  manner  that  will  permit  the  operation  of  U.S.  farms  and 
businesses  in  accordance  with  the  principles  of  the  free  enterprise  system. 
Mr.  Chairman,  we  are  very  grateful  for  this  opportunity. 


Statement  of  L.  A.  Davidson,  President,  American  Agricultural 
Movement  of  Mississippi,  Indianola,  Miss. 

For  the  record,  my  name  is  L.  A.  Davidson  of  Indinaola,  Mississippi.  The 
farmers  of  the  Mid-South  would  like  to  be  here  in  large  numbers  today  to  show 
you  their  appreciation  for  your  interest  and  to  emphasize  their  concern  over  the 
plight  of  agriculture.  However,  they  are  desperately  striving  for  survival  and 
cannot  be  here.  I  am  President  of  the  Mississippi  A.A.M.  I  produce  cotton,  rice 
and  soybeans,  150  miles  south  of  Memphis,  in  the  center  of  the  alluvial  "delta" 
area  of  Mississippi,  and  cotton  and  soybeans  in  the  hills  of  west  Tennessee,  15 
miles  north  of  here. 

I  have  been  involved  in  agricultural  research,  farm  planning  and  farming  in 
Tennessee,  Mississippi,  Arkansas  and  Missouri  for  over  40  years.  My  first  4H 
cotton  project  was  grown  15  miles  north  of  here  in  1930,  over  50  years  ago.  It 
showed  a  profit  during  the  worst  drouth  on  record.  Last  year  my  renter  lost 
$150  on  that  acre. 

I  am  familiar  with  the  major  crop-economics  and  the  soils  in  the  area  south  of 
the  Ohio  River  from  the  Atlantic  Ocean  to  the  western  borders  of  Oklahoma  and 
Texas. 

In  this  area,  a  significant  portion  of  the  farmers  have  reached  the  point  of  no 
return,  if  Government  and  market  policies  of  the  last  10  years  are  allowed  to 
continue. 

The  present  $180  billion  farm  debt  provides  all  the  data  anyone  needs  to  under- 
stand tnis.  The  annual  increase  in  the  farm  debt  of  $25  billion  a  year  for  the  past 
•  few  years  should  show  the  cotton  mills,  the  U.S.D.A.,  international  grain  com- 
panies, U.S.  trade  negotiators,  Congress  and  others,  that  tha  '73  and  '77  agri- 
culture bills,  as  implemented,  have  permitted,  if  not  programmed,  the  destruc- 
tion of  the  independent  farm  structure  of  the  Southern  United  States.  This  was 
recognized  in  1971,  as  documented  in  the  Congressional  Record.  The  cheap  food 
and  fiber  plan  of  the  U.S.D.A.  fully  recognized  the  destruction  of  the  existing 
farm  structure  and  accepted  the  displacement  of  100,000  farmers  annually  as 
thepast  and  future  policy  of  the  U.S.D.A. 

Tne  total  farm  debt  has  risen  from  $20  billion  to  $180  billion  in  20  years.  Some- 
thing is  wrong  gentlemen.  The  faim  resources  were  fully  mortgaged  20  years 
ago.  The  productive  capability  of  our  soils,  nationwide,  is  being  destroyed  at  an 
alarming  rate.  The  existing  Government  policies  require  depletion  practices  in 
an  effort  to  survive. 

In  1938,  the  U.S.  was  losing  3  billion  tons  of  soil  annually  to  water  and  wind 
erosion.  Now  we  are  losing  2  billion  tons  annually  just  from  our  cropland.  In  the 
last  50  years,  the  United  States  has  lost  approximately  200  billion  tons  of  soil 
to  water  and  wind  erosion.  China  has  not  permitted  that  rate  of  erosion  in  1,000 
years.  The  U.S.  Government  policies  dictate  the  destruction  of  our  most  impor- 
tant resource.  There  is  no  logical  reason  for  continuing  this  destruction.  We 
should  make  it  possible  to  use  the  knowledge  we  have  and  to  increase  agricultural 
research  of  all  kinds.  An  annual  loss  of  5  tons  or  more  of  soil  per  A.  on  150  million 
acres  is  unacceptable.  It  is  a  self-destruct  time  bomb. 

The  1980  embargo  and  drought  did  not  cause  our  financial  dilemma.  We  have 
had  weather  conditions  much  worse  than  those  in  1930.  Embargoes  have  been 
damaging  us  for  30  years.  These  were  just  additional  2x4  slaps  on  the  head  as 
a  1980  present. 

The  average  Mississippi  farmer  lost  approximately  $100/ A.  on  cotton  in  1980. 
If  his  vield  in  1981  equals  the  last  5  year  average,  he  must  sell  his  cotton  for  more 
than  $1.00  a  pound  to  break  even. 

In  1981,  if  Mississippi  f aimers  equal  the  last  5  year  average  yield,  they  must 
sell  their  soybeans  for  $9.50  per  bu.  to  break  even. 
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In  1980,  if  the  price  of  cotton  had  been  $1.00/lb.  instead  of  75A  *1 

cotton  shirt  costing  $15.00  should  have  gone  up  only  104  ana  many 

could  have  paid  their  production  costs.  This  would  nave  helped  them  and  the 
entire  population  and  damaged  no  one. 

In  1980,  if  wheat  had  doubled  in  price,  a  loaf  of  bread  should  have  increased  4i* 
in  price. 

In  1980,  IT  and  T  increased  the  price  of  Wonder  Bread  10**  a  loaf,  more  than 
double  the  cost  of  the  entire  wheat  content.  This  helped  them  make  the  second 
largest  profit  ever  made  by  an  American  company. 

The  State  Department  and  Agriculture  Department  must  not  have  discre- 
tionary power  increases  or  retain  their  present  ones.  Fanners  must  have  the  help 
of  Congress  if  we  are  to  pay  for  AT  and  T's  13  percent  profit  margin,  the  coal 
miners'  3  year  51  percent  wage  increase,  the  oil  industry's  tremendous  price  in- 
creases and  the  other  countless  cost  advances. 

This  cost-price  squeeze  is  illegal  and  is  destroying  our  Nation.  Except  for  the 
labor  of  the  fanner  and  his  family,  all  commodity  production  cost  inputs  are 
padded  and  inflated  by  price-fixing,  shared  monopolies,  exorbitant  labor  contracts, 
perks,  bribes,  inducements  and  other  discriminatory  increases  to  the  farmers 
costs.  International  and  domestic  marketing  of  cotton,  grain  and  oil  seeds  is 
controlled  by  a  very  few  individuals,  our  Government  officials  and  trade  negotia- 
tors who  manipulate  markets  regardless  of  supply  and  demand,  or  other  legitimate 
market  factors.  We  have  no  free  market,  have  not  had  one  in  30  years,  and  prob- 
ably never  will  have  one  again. 

The  antitrust  enforcement  officials  have  time  for  all  investigations  except  the 
ones  that  will  save  our  food  and  fiber  production  system  and  Nation. 

An  extension  of  the  1977  farm  bill,  a  cotton  loan  of  55^/lb.,  a  soybean  loan  of 
$5.02/bu.  and  a  rice  loan  of  $8.00/hundred  will  be  of  no  significance  in  saving 
the  southern  farmer,  but  will  guarantee  his  and  the  area's  bankruptcy. 

The  only  immediate  solution  we  see  is  an  adequate  commodity  loan  program 
determined  by  the  cost  of  production,  plus  a  profit  based  on  a  percentage  of  parity. 
This  will  provide  a  temporary  substitute  free  market.  No  sembalance  exists  now. 

Past  Government  policies  have  effectively  inactivated  our  conventional  farm 
and  rural  lending  institutions.  The  South  is  at  the  mercy  of  the  FmHA  and 
the  SBA.  The  double  crosses,  reversals  and  delays  of  the  past  months  will  de- 
stroy a  significant  segment  of  the  business  community  of  the  South,  and  disrupt 
the  remainder  in  1981. 

We  recommend  that  emergency  action  should  be  taken  immediately  to  permit 
banks  to  handle  FmHA  production  loan  applications  in  order  for  farmers  to 
produce  a  crop  in  1981. 

Farming  is  now  a  unique  type  of  public  utility  forced  to  operate  at  a  loss  rather 
than  at  a  specified  profit  like  other  utilities.  Please  allow  us  a  profit  if  the  Govern- 
ment continues  to  permit  and  mandate  the  cost-price  squeese. 

The  textile  mills,  international  grain  companies,  insurance  companies,  other 
business  giants  and  their  stooges,  or  lobbyists  do  not  represent  the  American 
farmer  and  the  welfare  of  the  Nation.  We  beseech  Congress  to  recognise  the 
obvious  facts  and  save  this  Nation.  Without  food,  defense  and  energy  are  not 
really  important.  Japan  and  Russia  will  not  and  cannot  feed  us. 

Lynn  Daft,  Carter's  agricultural  aide  told  us  in  1978  that  if  the  presently 
producing  farmers  were  forced  into  bankruptcy,  someone  else  would  always 
farm  the  land.  The  paramount  question  is:  Will  a  change  be  costly  or  beneficial? 
We  believe  it  will  be  very  costly. 

Russia  changed  systems  60  years  ago  and  went  from  a  large  food  exporter  to 
a  large  import  position.  After  millions  have  died  of  starvation  and  enforcement 
killings,  Russia  now  knows  their  system  will  not  work  and  are  steadily  changing 
back  toward  their  old  system. 

The  average  Moscow  industrial  worker  labored  42  hours  in  1979  to  buy  food 
for  a  family  of  four  for  four  weeks.  The  average  Washington,  D.C.  worker  put 
in  13  hours  to  pay  for  four  weeks  food.  At  that  tame,  the  U.S.  Government  per- 
mitted Russia  to  buy  commodities  below  the  U.S.  and  world  fanners'  cost  of 
production  and  35  percent  below  world  prices.  Since  Mr.  Carter's  and  Mr.  Reagan's 
embargo,  Russia  must  pay  world  prices  and  four  week's  supply  of  food  costs 
about  50  hours  of  work  versus  13  hours  for  the  U.S.  worker,  flow  happy  will 
American  workers  be  when  they  must  work  more  than  a  week  for  a  month's 
supply  of  poor  quality  food  instead  of  about  a  day  for  good  food.  Who  will  sell 
it  to  them  for  any  price? 
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The  primary  objective  of  the  independent  producing 
production  of  adequate  food  and  fiber  at  a  reasonable  priee  for 
ondly  we  want  to  provide  adequate  farm  commodities  for 
favorable  export-import  world  trade  balance.  To  do  this  we 
survive,  we  must  make  a  profit. 

Our  objectives  are  not  determined  or  governed  by 
commodity  trading  processors  or  manufacturing;  nor  are  we  governed  by  __ 
surance  interests  who  have  a  majority  metropolitan  constituency.  We  are  pro- 
ducing farmers  interested  in  the  permanant  solvency  of  oar  country. 

There  is  no  need  to  add  statistics  to  your  bountiful  library,  loo  know  that 
the  farm  debt  is  $180  billion.  In  recent  years  the  annual  increase  in  the  " 
debt  has  been  about  $25  billion  which  is  more  than  the  total  debt  of  20 

**£ 

Farmers  cannot  pay  the  interest  on  the  debt,  much  less  reduce  the  _ 
under  the  present  sub-marginal,  artificial,  programmed  economic  conditions. 
The  resources  at  our  disposal  now,  were  fully  mortgaged  twenty  (20) 
at  $20  billion  and  the  productive  capability  of  our  soils  is  eontinu 
under  existing  policies  and  practices  demanding  and  requiring  depleti    __. 

Except  for  the  labor  of  the  farmer  and  his  family,  all  commodity  production 
cost  inputs  are  artificially  padded  and  inflated  by  price  fixinc,  shared  monopolies, 
exorbitant  labor  contracts,  perks,  bribes,  inducements  and  other  discTimatory 
increases  to  the  farmers'  costs.  International  and  domestic  marketing  of  cotton, 
grain  and  oil  seeds  is  controlled  by  a  very  few  individuals  and  governments 
who  manipulate  markets  to  suit  their  purposes,  regardless  of  supply  and  de- 
mand, or  other  acceptable  market  factors,  any  one  or  any  combination  of  these 
price-controllers  can  drive  the  farm  prices  up  or  down  with  little  regard  to  the 
supply  and  demand  situation.  Usually  the  rumors  work  to  the  disadvantage 
of  the  majority  of  farmers.  The  only  immediate  solution  is  an  adequate  com- 
modity loan.  There  is  no  other  relief  when  farmers  must  sell  in  controlled  markets. 
A  sjood  example  occurred  last  September  when  the  cotton  price  peaked  about 
the  tune  of  the  cotton  estimate  which  came  out  lower  than  expected.  If  supply 
and  demand  was  at  work  and  a  free  market  existed,  there  would  have  been  a 
substantial  upward  move.  Instead,  one  merchant  renegotiated  or  cancelled  a 
95,000  bale  sale  with  China,  and  other  merchants  cooperated  and  their  pur- 
chasing slacked  off.  The  cotton  market  was  then  depressed  about  10c*  a  pound 
throughout  the  harvest  season  while  everyone  knew  there  was  no  surplus.  In 
addition,  the  basis  widened  about  hi  leaving  the  farmer  with  a  15e*  decrease 
to  below  cost  of  production  when  supply  and  demand  forces  warranted  a  lOf 
increase.  This  resulted  in  a  net  loss  of  25t/lb.  because  of  merchant  manipulation. 
When  the  harvest  was  about  over  and  most  of  the  cotton  was  out  of  the  farmers' 
hands,  completion  of  a  500,000  bale  sale  was  announced  and  prices  rose. 

Soybean  and  all  other  commodity  markets  are  manipulated  at  a  great  expense 
to  the  farmer.  We  have  no  semblance  of  a  free  market  and  to  my  knowledge, 
we  have  not  had  one  for  30  years.  Effective  supply  and  demand  control  has  not 
existed  for  about  40  years  and  probably  never  will. 

We  emphasize  the  need  for  a  significantly  higher  cotton  loan  rate  if  you  desire 
a  viable  cotton  production  enterprise. 

The  1980  cotton  yield  in  Mississippi  was  only  50  pounds  per  acre  lower  than 
the  5  year  average.  Previously,  we  nave  had  weather  damage  to  decrease  the 
yield  over  100  pounds  per  acre  from  the  average.  The  condition  of  most  insol- 
vent Mississippi  farmers  is  due  to  present  and  past  Government  and  manip- 
ulated market  actions — not  the  drouth.  Five  favorable  seasons  will  not  provide 
adeguate  relief. 

Mississippi  farmers  lost  approximately  $100/a  on  the  average  cotton  in  1980. 
For  the  Mississippi  cotton  farmer  to  break  even  in  1981,  assuming  he  produces 
the  5  year  average  yield,  he  must  not  be  prevented,  as  he  has  been  in  the  past, 
from  receiving  $1.00  per  pound  for  average  Memphis  area  staple  and  grade. 
This  would  result  in  tne  producer  receiving  60c*  for  the  cotton  in  a  $15.  to  $25. 
shirt  or  $1.00  for  the  cotton  in  a  $20.  pair  of  jeans. 

In  1980,  the  cotton  production  cost  for  the  average  Mississippi  conditions 
was  approximately  $500.00/a  according  to  M.S.U.  agricultural  economists. 
This  figure  is  conservative  as  it  does  not  include  all  overhead,  management 
true  land  or  soil  conservation  costs.  The  average  yield  was  488  lbs./a  and  the 
average  sale  price  was  75^/lb.  Thus  producing  $365.00.  The  seed  sales  approxi- 
mated the  increase  in  production  costs  after  the  January  1980  estimates.  The 
average  loss  was  $135.00/a.  The  actual  breakeven  price  was  $1.02/lb.  This  re- 
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suited  in  the  production  costs  surpassing  the  90  percent  p 
1980  by  lll/lb.  March  1980  parity  price  was  $  1.0671b.  90 
price  was  95f71b. 

U.S.D.A.  and  M.S.U.  agricultural  economists  estimate  that  cotton  \ 

cost  in  1981  will  be  in  excess  of  $550/a,  not  including  fuel  oil  price      ._ 

already  in  effect.  If  a  farmer  produces  the  5  year  average  yield  of  588  lbs./*,  hie 
breakeven  price  will  be  slightly  over  $1.00/lb.  presently,  there  is  no  recourse 
except  to  insure  the  crop  at  about  80  percent  of  the  cost  of  production  or  forward 
contract  the  crop  at  about  75  percent  of  the  cost  of  production. 

In  order  to  have  a  chance  for  survival,  farm  commodity  producers  need  a 
vehicle  to  provide  protection  from  the  cost-price  squeese  that  prevents  supply- 
demand  and  free-market  conditions  to  prevail.  A  cost-of-production  loan  rate  is 
the  simplest  and  most  effective  emergency  measure  presently  available. 

Variations  from  the  above  production  costs  are  pertinent  to  about  10  percent 
of  the  mid-South  production.  Some  select  farmers  receive  grants  of  insecticides 
herbicides  and  other  input  items  that  reduce  their  costs.  A  few  farmers  are  able 
to  receive  special  aid  in  marketing  their  product.  To  remain  viable,  the  cotton 
producing  industry  must  depend  on  the  majority  of  the  farmers  who  have  no  need 
for  tax  shelters  nor  are  able  to  avoid  the  controlled  cost-price  squeese  now  in 
effect.  This  relief  measure  will  not  be  a  subsidy,  but  a  cheap  means  of  temporarily 
preserving  a  vital  segment  of  our  national  and  world  economy. 

It  seems  that  the  Government  and  the  marketing,  manufacturing  and  sales 
sectors  of  the  cotton  industry  have  determined  that  no  profit  will  be  allowed  the 
mid-South  cotton  producing  sector.  To  circumvent  the  manipulations  and 
complicated  illegal  actions  restricting  profits,  we  request  this  committee  to  take 
necessary  action  to  obtain  a  survival  loan  rate  for  cotton  that  reflects  relative 
market  desirability  differences.  We  suggest  that  this  be  established  for  two  (2) 
years.  If  this  effort  fails  to  supply  relief  and  stability,  and  does  not  indicate  the 
best  future  course  to  follow,  cotton  farmers  and  their  communities  would  have 
notice  to  forget  cotton  and  its  contribution  to  the  economy.  Former  Secretary  of 
Agriculture  Ezra  Taft  Benson's  statement  30  years  ago  that  "farmers  need  the 
spur  of  insecurity1'  was  wrong  and  is  wrong.  We  need  stability  and  a  chance  for 
security. 

Most  cotton  producing  States  need  to  retain  their  1980  acreage  in  order  to 
maintain  a  viable  national  cotton  enterprise  and  its  associated  enterprises. 
Consumers  should  have  the  option  to  determine  if  they  shall  have  an  opportunity 
to  use  cotton. 

For  soybeans,  1981  U.S.D.A.  projected  costs  indicate  that  producers  making 
the  average  5  year  yield  must  receive  $9.50/bu.  to  break  even. 

We  cannot  continue  to  permit  our  foreign  trade  negotiators  and  2  or  3  com- 
modity merchants  the  privilege  of  delivering  our  profits  and  our  resources  to 
foreign  countries.  The  U.S.  needs  the  advantage  of  a  better  export-import  bal- 
ance. U.S.  farmers  need  a  high  loan  rate  as  protection  against  confiscation  of 
their  commodities.  Nothing  else  is  workable. 

Mr.  Reagan's  discriminatory  embargo  should  be  lifted,  or  all  commodity  prices 
should  be  supported  with  a  90  percent  of  parity  loan  as  the  law  provides.  All  com- 
modity producers  have  received  permanent  damage  from  every  embargo  of  the 
last  30  years. 

Rice  producers  are  walking  a  fine  line.  No  incentives  are  needed  to  expand 
production  and  disrupt  a  precarious  balance.  If  it  ain't  broke,  don't  fix  it.  We 
recommend  that  present  loan  restrictions  be  maintained  with  a  moderate  increase 
in  the  loan  rate  to  accompany  cotton  and  soybean  advances.  All  loan  rates  should 
be  equitably  balanced  with  the  others  to  prevent  spontaneous,  costly  shifts 
grasping  at  straws  and  disrupting  stability. 

As  the  U.S.  reduces  agricultural  research  funds.  Russia  increases  hers.  Russia 
now  spends  as  much  on  agricultural  research  in  each  province  as  the  United  States 
does  in  all  50  States.  In  1980,  her  cotton  yield  per  acre  was  nearly  200  percent  of 
ours.  Egyptian  and  Mexican  yields  are  more  than  150  percent  of  ours.  Because  of 
unwise  policies,  we  must  now  import  much  of  our  beef  and  many  other  agricul- 
tural products.  Are  we  to  depend  on  Russia  to  supply  us  with  cotton?  When  our 
cotton  mills  must  import  cotton  from  Russia,  what  wages  will  they  be  able  to  pay, 
and  what  prices  will  they  charge  for  their  products?  It  is  imperative  that  agricul- 
tural research  and  soil  conservation  work  be  extended  and  improved. 

We  recommend  that  everyone  read  the  first  page  of  the  1938  Yearbook  of  Agri- 
culture entitled  "Soils  and  Men".  It  refers  to  the  man  who  would  not  buy  a  look 
for  his  stable  door  and  lost  his  horse,  never  to  find  him  again.  The  missing  horse  is 
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compared  to  our  missing  soil.  Present  Government  and  market  policies  are  per- 
manently destroying  our  soils  and  our  way  of  life.  The  first  20  pages  of  the  1938 
yearbook  show  that  the  ICS  needed  then  and  now  to  preserve  our  agricultural 
potential  were  recognized  before  1938.  We  had  a  good  chance  over  40  years  ago 
to  preserve  a  wonderful  gift  from  God,  but  it  is  obvious  that  we  are  not  responsible 
stewards.  In  1938,  it  was  estimated  that  we  were  losing  3  billion  tons  of  soil  annu- 
ally. Now,  we  are  losing  2  billion  tons  just  from  our  crop  land:  Our  agricultural 
structure  is  deteriorating  as  rapidly  as  our  soil.  Israel  and  Greece  may  have  done 
a  better  job  than  we  are  doing,  but  look  at  them  now. 

If  Congress  permits  present  policies  to  continue,  I  hope  that  the  committee  will 
document  the  procedures  and  results  carefully,  because  in  100  years,  it  will  be 
impossible  for  anyone  to  comprehend  the  happenings  in  U.S.  agriculture  in  the 
latter  half  of  the  20th  century. 

Statement  of  Jack  Tipton,  Representing  the  American  Soybean 

Association 

Mr.  Chairman  and  members  of  the  committee,  I  am  Jack  Tipton,  a  fanner  from 
Caruthersville,  Missouri,  and  I  appreciate  this  opportunity  to  present  the  Ameri- 
can Soybean  Association's  comments  on  several  issues  of  great  importance  to 
U.S.  soybean  farmers.  I  appear  here  today  as  a  member  of  the  Missouri  Soybean 
Association  and  as  a  member  of  the  board  of  directors  of  the  American  Soybean 
Association. 

The  American  Soybean  Association  is  a  national,  nonprofit,  volunteer,  farmer- 
controlled  single  commodity  association  organized  to  build  profits  for  soybean 
farmers.  More  than  20, 000  farmers  are  dues-paying  members  of  ASA  and  they 
support  its  farm  policy  activities.  Over  460,000  soybean  growers  support  our 
market  development,  research  and  education  projects  through  voluntary  invest- 
ments from  23  state  soybean  checkoff  programs.  Soybeans  produced  in  the  United 
States  currently  provide  the  world  with  its  most  economical  source  of  livestock  and 
poultry  protein  feed,  as  well  as  vegetable  oil  and  edible  protein  for  direct  human 
consumption. 

Despite  a  yield-robbing  1980  drought,  America's  soybean  growers  produced 
almost  a  two  billion  bushel  crop,  twice  the  size  of  the  1968  soybean  crop.  In  1980 
we  exported  over  $9  billion  worth  of  soybeans,  soybean  meal  and  soy  oil.  Every 
other  row  of  soybeans  produced  in  the  United  States  is  sold  overseas.  Soybean 
exports  represent  21  percent  of  the  total  U.S.  agricultural  exports  and  4  percent 
of  alIUJ3.  exports.  Soybean  sales  abroad  earn  U.S.  foreign  exchange  and  contribute 
towards  out  balance  of  pavments. 

America's  soybean  crop  has  grown  dramatically  without  the  large  federal  outlays 
associated  with  other  major  farm  commodities.  Soybeans  have  no  target  price; 
therefore,  no  federal  funds  are  used  for  deficiency  payments  to  soybean  farmers. 
Rather  than  relying  on  federal  handouts,  soybean  growers  depend  on  the  market 
system  of  balancing  supply  with  demand.  As  a  result,  all  that  soybean  growers 
have  traditionally  asked  of  the  federal  government  is  funding  for  agricultural 
research  and  foreign  market  development  export  promotion. 

Soybean  producers  appreciate  past  federal  recognition  of  the  need  for  aggressive 
agricultural  research  and  overseas  market  expansion.  Because  of  their  continued 
importance,  we  are  confining  our  comments  on  the  fiscal  year  1982  USDA  budget 
to  agricultural  research  and  market  development. 

Agricultural  research  and  foreign  market  development  represent  long-term 
investments  that  increase  productivity  and  pay  dividends  to  farmers,  consumers, 
the  U.S.  balance  of  trade  and  the  U.S.  economy.  We  are  living  today  on  yester- 
day's investments.  Tomorrow's  productivity  depends  on  today's  allocations  for 
market  development  and  agricultural  research. 

Research  appropriations  have  helped  soybean  growers  double  the  U.S.  soybean 
crop.  Research  has  helped  improve  the  efficiency  of  soybean  production,  process- 
ing, utilization  and  handling.  The  export  promotion  programs  funded  through 
your  market  development  appropriations  have  become  the  model  of  the  world. 
Foreign  demand  for  U.S.  soybeans  has  jumped  763  percent  since  1965.  We  now 
export  more  soybeans  than  we  grew  15  years  ago. 

U.S.  soybean  farmers  back  our  commitment  to  research  and  market  develop- 
ment with  investment  of  our  own  funds.  In  fiscal  year  1981  soybean  growers  will 
invest  $1.43  for  every  $1  USDA's  Foreign  Agricultural  Service  provides  for 
market  development.  In  addition  to  this  $5  million  commitment,  U.S.  soybean 
growers  will  invest  more  than  $3  million  in  soybean  research. 
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Rapidly  increasing  acreage  has  characterised  the  recent  supply  sidt  of  the  soy- 
bean equation.  In  the  past  10  years  alone,  soybean  acreage  has  nearly  doubled— 
from  42  million  acres  to  70  million  acres.  We  cannot  and  should  not  assume  such 
massive  acreage  switches  for  the  future.     ' 

Many  agricultural  economists  say  world  demand  for  U.8.  soybeans  will  double 
in  the  next  nine  years  as  a  result  of  increases  in  world  population  and  standards 
of  living. 


We  will  meet  this  world  need  for  protein  only  if  we  jointly  embark  oni 
sive  research  effort  to  maintain  soybean  profitability  through  improve 
reduced  production  costs  and  continued  post-harvest  soybean  quality. 


aggros* 


The  American  Soybean  Association  recommends  that  federal  investment  in 
basic  and  applied  soybean  research  be  commensurate  with  the  nation's  interest  in 
maintaining  a  health v  and  efficient  soybean  industry.  We  are  not  recommending 
new  soybean  research  efforts.  The  following  areas  should  be  given  top  priority 
when  funding  allocations  are  developed: 

First,  soybean  production  research.  We  strongly  urge  Congress  to  increase 
emphasis  on  basic  and  applied  soybean  production  research.  Specifically,  ASA 
recommends  increased  soybean  research  at  federal  laboratories  ana  state  univers- 
ities. Expanded  support  for  basic  research  is  particularly  important  to  future 
soybean  yield  improvements.  An  aggressive  basic  research  program  will  help 
learn  more  about  biochemical  relationships  of  plant  stress,  insect  tolerance  and 
disease  resistance.  Research  should  also  be  expanded  on  soil  conservation,  nema- 
tode control,  genetic  improvement  of  soybeans,  and  weed  and  insect  control. 
Aggressive  funding  for  soybean  research  may  be  provided  through  Hatch  Act 
formula  funding  and  through  USDA  Agricultural  Research,  Cooperative  Re- 
search, competitive  grants  or  special  grants. 

Second,  grower  education.  We  urge  Congress  to  increase  Smith-Lever  funding  to 
assure  that  farmers  will  continue  to  have  access  to  university  research  and  cooper- 
ative extension  programs.  These  programs  represent  an  important  link  between 
researchers  and  producers,  and  provide  information  about  new  technology  to 
help  growers  increase  farm  productivity  and  efficiency. 

Third,  soybean  germ  plasm  programs.  We  urge  Congress  to  increase  funding 
of  USDA  programs  to  collect,  evaluate,  maintain,  preserve  and  distribute  germ 
plasm.  The  germ  plasm  base  for  soybeans  must  be  expanded  from  new  sources 
in  China,  India  and  other  nations.  This  effort  will  assure  U.S.  researchers  of  the 
genetic  base  necessary  for  development  of  varieties  with  increased  yields,  im- 
proved disease  and  insect  tolerance  and  improved  quality. 

Fourth,  post-harvest  research.  We  recommend  expansion  of  basic  research 
efforts  to  maximize  the  usefulness  of  soy  oil.  Basic  research  is  particularly  im- 
portant to  identify  factors  which  limit  consumer  acceptance  of  soybeans  and 
soybean  products;  to  reduce  processing  costs  by  developing  more  efficient  soy- 
bean processing  equipment;  and  to  develop  the  potential  of  vegetable  oils  as  an 
alternative  source  of  petroleum-based  products. 

We  encourage  additional  federal  research  to  reduce  storage,  handling  and 
marketing  costs  for  soybean  growers.  We  need  research  to  discover  ways  of 
maintaining  the  quality  of  soybeans  in  storage,  transport  and  processing.  These 
factors  add  to  the  farmer's  costs  of  operation  and  result  in  a  higher  price  per 
unit  for  the  consumer.  Ever  so,  they  nave  been  long  neglected  from  a  national 
research  effort. 

In  spite  of  the  demonstrated  importance  of  our  nation's  agriculture,  agri- 
cultural research  received  only  2  percent,  or  about  $660  million,  of  the  nation's 
more  than  $30  billion  federal  research  and  development  budget  in  fiscal  year 
1980. 

The  proven  rate  of  return  is  50  cents  for  every  dollar  invested.  As  mentioned 
earlier,  U.S.  soybean  growers  have  demonstrated  their  commitment  to  soybean 
research  by  investing  more  than  $3  million  of  their  own  money.  The  American 
Soybean  Association  urges  Congress  to  make  a  similar  commitment  to  agricul- 
tural research. 

FOREIGN   MARKET   DEVELOPMENT  NEEDS 

The  joint  market  development  program  between  USDA's  Foreign  Agricul- 
tural Service  (FAS)  and  commodity  groups,  such  as  ASA,  demonstrate  how 
industry  and  government  can  work  together  towards  an  objective  important  to 
the  entire  nation. 

Agricultural  exports  pay  huge  dividends.  They  create  millions  of  farm  and 
non-farm  jobs.  They  help  us  pay  for  imports.  Exports  increase  agriculture's 
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productivity.  They  increase  the  value  of  the  dollar.  They  generate  tax  revenues 
to  the  U.S.  Treasury. 

In  fiscal  year  1981,  the  Foreign  Agricultural  Service  allocated  9SJ2  million 
for  soybean  overseas  market  development.  During  the  same  year,  U.S.  soybean 
farmers  are  investing  $4.6  million  of  our  own  funds  for  market  development. 
Private  industry  and  trade  associations  throughout  the  world  have  added  ser- 
vices valued  at  $3.9  million. 

The  American  Soybean  Association  has  coordinated  these  government,  grower 
and  private  funds  for  more  than  200  market  development  projects  in  76  countries. 
These  programs  are  managed  through  nine  overseas  offices  and  a  staff  that  in- 
cludes livestock  nutritionists  and  other  specialists  who  work  with  the  host  coun- 
tries to  develop  new  and  expanded  uses  for  soybeans  and  soybean  products. 

We  are  encouraged  by  numerous  "success  stories"  of  these  market  develop- 
ment projects.  A  few  examples  will  illustrate  our  point: 

Soybean  meal  consumption  in  Germany  has  doubled  over  the  last  10  years 
during  which  we  have  conducted  feeding  trials  and  other  activities  in  cooperation 
with  the  German  livestock  industry.  An  aggressive  soy  oQ  promotion  program 
has  increased  German  soy  oil  demand  by  65  percent  and  soy  oil's  market  share 
increased  from  20  to  60  percent. 

Soy  oil  consumption  in  Japan  has  increased  from  six  pounds  per  person  to  26 
pounds  per  person  since  we  opened  our  Tokyo  office  25  years  ago. 

Korea  limited  soybean  imports  to  50,000  metric  tons  until  ASA  worked  closely 
with  Korean  oilseed  crushers,  livestock  producers,  and  government  officials  to  lift 
the  import  restrictions.  Korean  imports  of  U.S.  soybeans  reached  580,000  metric 
tons  in  1979,  a  dramatic  increase  since  the  restrictions  were  removed. 

From  its  inception,  the  joint  FAS-commodity  cooperator  program  was  designed 
so  producers  and  the  federal  government  would  share  equally  in  promoting  over- 
seas demand  for  food  and  fiber.  This  goal  has  not  been  achieved  in  the  case  of 
soybeans.  Today  soybean  producers  invest  $1.43  for  every  $1  of  FAS  funding. 
Growers  are  investing  about  $1.4  million  more  than  the  government  has  appro- 
priated. Soybean  fanners  have  difficulty  understanding  why  governmental 
appropriations  have  not  kept  pace. 

The  United  States  spends  far  less  on  overseas  market  development  than  other 
exporting  nations  competing  for  the  same  foreign  markets  (see  attached  chart). 
Our  foreign  competitors  are  keenly  aware  of  today's  export  opportunities  and 
are  taking  advantage  of  them  at  our  expense. 

Since  US  DA  market  development  funding  has  not  kept  pace  with  either  the 
original  program  goal  or  the  grower  export  value,  the  American  Soybean  Associa- 
tion proposes  a  new  funding  strategy  for  export  promotion.  Federal  investment  in 
overseas  market  development  should  be  allocated  as  a  percentage  of  agriculture's 
export  trade  earnings.  We  recommend  that  in  the  fiscal  year  1982  budget  0.125 
percent  of  the  average  annual  U.S.  agricultural  exports  during  the  preceding 
two  years  be  allocated  to  market  development.  Translated  into  actual  dollars 
this  proposal  would  increase  fiscal  year  1982  government  soybean  market  develop- 
ment funds  to  $10.75  million.  In  addition,  we  propose  this  percentage  of  export 
value  allocated  to  market  development  should  increase  to  0.15  percent  in  fiscal 
year  1983;  0.175  percent  in  fiscal  year  1984;  and  0.2  percent  in  fiscal  year  1985 
and  subsequent  years. 

CONCLUSIONS 

In  conclusion,  America's  soybean  producers  recognize  that  they  are  requesting 
additional  federal  funds  at  a  time  when  other  major  federal  programs  face  potenti- 
ally severe  budget  cuts.  While  soybean  farmers  are  willing  to  equally  share  the 
burden  of  economic  revitalization  with  other  Americans,  they  also  wish  to  share 
the  results  of  agricultural  research  and  overseas  market  expansion  with  U.S. 
consumers.  Our  testimony  is  furnished  to  demonstrate  that  agricultural  research 
and  market  development  funding  benefit  not  a  single  interest  group,  but  the  entire 
country. 

Studies  have  shown  that  agricultural  research  returns  50  cents  for  every  dollar 
invested.  According  to  another  study,  each  $1  billion  in  export  value  means  an 
additional  $400  million  in  federal  tax  revenues.  Thus,  USDA's  current  $3.2  million 
in  soybean  maiket  development  will  generate  about  $3.6  billion  in  federal  tax 
revenue. 

The  soybean  growers  who  have  established  our  policies  do  not  want  Govern- 
ment handouts.  We  have  not  asked  for  huge  Federal  outlays  for  high  price  sup- 
ports, target  prices,  reserve  programs,  set-asides,  or  land  diversion  programs.  We 
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do  urge  Congress  to  join  with  growers  in  funding  agricultural  research  and  for 
market  development,  lioth  of  which  have  excellent  records  of  increasing  agri- 
cultural productivity,  improving  farm  profits,  keeping  U.S.  food  prices  the  most 
reasonable  in  the  world,  and  helping  our  international  trade  balance. 
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